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AGRICULTURE  AND  ANTI-DEPRESSION  ACT  OF  1975 


HONDAT,  PEBBTTAItT  17,  1975 

U,S.  Senate, 
Committee  on  Aghicultuhb  and  Forestry, 

Washington,  DC. 
The  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  324, 
Russell  Senate  Office  Building,  Hon.  Herman  E.  Talmadge  (chair- 
man of  the  rommittee)presiding. 

Present:  Senators  Talmadge,  Humphrey,  Allen,  Clark,  Dole, 
Young,  Bellmon,  and  Helms. 

SIATEHEirr  OF  HON.  HERMAN  E.  TALUASGE,  A  V.S.  SEKATOE  FSOK 
THE  STATE  OF  GEORGIA— Resnmed 

The  Chairman.  The  committee  will  be  in  order. 

The  fii^st  witness  this  morning  is  the  distinguished  Senator  from 
Mississippi  who  is  also  the  chairman  of  the  Armed  Services  Com- 
mittee. We  are  honored  indeed  to  have  him  appear  before  this 
committee. 

Senator,  you  may  file  your  full  statement  if  you  desire,  which  will 
be  inserted  in  the  record,  and  summarize  it  as  you  see  fit. 

STATEMENT  OF  HON.  JOHN  C.  STENNIS,  A  n.S.  SENATOR  FROM  THE 
STATE  OF  MISSISSIPFI 

Senator  Stennis.  Mr.  Chairman,  I  certainly  thank  you.  I  had 
mentioned  to  you  the  idea  of  saving  time.  You  have  out-of-town 
witnesses. 

I  do  have  a  prepared  statement.  I  want  to  emphasize  just  one  or 
two  of  the  high  points.  I  have  the  privilege  of  sitting  right  next  to 
voii  on  the  floor  of  the  Senate  and  a  lot  that  I  know  ahout  farming, 
1  learned  from  \"ou,  but  I  was  born  on  a  farm,  as  you  were,  and  I 
have  the  feel  in  my  blood,  too. 

The  Chairman.  I  know  you  do. 

Senator  Stennis.  Mr.  Chairman,  I  went  home  during  the  Christ- 
mas recess.  I  called  up  friends  over  the  State  that  I  knew,  responsible 
and  reliable  dirt  farmers,  and  asked  them  to  come  to  see  me,  tell  me 
just  how  it  was  and  what  it  costs  to  grow  cotton.  Thev  were  Mr. 
O.  G.  Tann,  Jr.,  Mr.  Arthur  Nester,  Mr.  R.  S.  Cole,  and  Mr.  Sam 
C'reekmore,  Jr.,  among  others,  and  that  includes  our  former  Governor, 
now  a  member  of  the  circuit  court  of  appeals,  Hon.  J.  P.  Coleman. 
You  and  he  served  as  Governors,  I  think,  at  the  same  time. 

The  Chairman.  I  remember  him  well. 

Senator  Stennib.  He  is  a  dirt  farmer,  too,  and  loves  cotton. 
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Now,  these  men  whose  knowledge  and  integrity  I  know  and  respect, 
brought  me  at  my  request  some  of  their  facts  and  figures  from  their 
own  Dooks  and  memorandums,  showing  what  it  costs  to  grow  cotton. 
I  know  these  figures  are  known,  but  I  want  to  bring  this  right  directly 
from  the  horse's  mouth,  and  I  was  amazed  myself  at  the  price  of 
fertilizer,  how  it  haa  jumped.  Friends,  Mr.  Cole,  of  east  central 
Mississippi  in  what  we  call  the  prairie  area,  brought  me  a  list  of  his 
invoices  for  Marcli  20,  1973,  for  14-14-14.  He  was  paying  $68  a  ton. 
A  year  later  he  was  paying  $104.25  for  the  same  fertilizer.  Tlie  price 
determined  on  December  23,  the  day  before  he  was  in  my  office, 
same  fertilizer,  $153  a  ton. 

You  know  that  and  the  others  know  it,  too,  but  I  wanted  to  testify 
directly  from  what  some  of  these  men  said. 

I  have  similar  %ures  here  as  do  many  other  witnesses,  small 
farmers,  delta  farmers,  you  know,  from  the  rich  alluvial  land  in 
western  Mississippi,  and  I  got  a  man  to  make  a  survey  over  there, 
and  since  then  I  have  visited  down  in  Greenville  where  I  was  speaker 
on  a  program  of  theirs  and  talked  to  many  of  them. 

Now,  I  am  sorry  to  report  they  are  actually  talking  about  going 
out  of  cotton,  and  I  asked  them  not  to  do  that.  We  are  a  national 
producer  of  cotton  as  the  chairman  knows.  Cotton  is  a  fiber  that  is 
going  to  continue  to  be  needed,  but  they  can  not  readily  get  financed, 
some  of  them,  and  some  of  them  can  not  be  financed  at  all  unless 
there  is  some  legislation  here  that  they  can  show  to  their  bankers. 

The  Chairman.  Incidentally,  there  is  a  great  need  for  further 
funds  for  Farmer's  Home  Administration. 

Senator  Stennis.  Yes. 

The  Chairman.  I  have  written  Chairman  McClellan  of  the  Ap- 
propriations Committee  and  also  Chairman  Mahon.  This  committee 
requested  the  Department  of  Agriculture  Farmer's  Home  Adminis- 
tration to  submit  to  it  unmet  credit  needs  and  it  was  estimated  $107 
million.  Frankly,  I  think  that  is  low.  I  get  calls  every  day  from  Geoi^a 
that  they  are  trying  to  borrow  money  and  they  can't. 

Senator  Stennis.  Well,  they  have  done  a  great  job  down  home  and 
I  was  going  to  mention,  for  this  Farmer's  Home  financing,  a  better 
rate  of  interest,  and  also  with  reference  to  the  loans.  We  just  can  not 
go  on  now  with  these  high  prices  and  this  extraordinarily  lugh  interest. 

Now,  our  folks — it  is  no  threat  but  they  are  honestly  planning  to 
go  into  soybeans  or  go  into  rice. 

The  Chairman.  They  would  not  go  into  cattle  at  the  present  prices. 

Senator  Stennis.  No.  Their  hands  are  burned  on  that  already. 
But  that  is  the  way  a  lot  of  the  cotton  acreage  went  in  Mississinpi. 

The  Chairman.  Kight.  I  suspect  half  the  Geor^a  cotton  proaucers 
will  switch  to  soybeans  this  year. 

You  do  not  have  any  statistics  on  the  cost  of  cotton  production  in 
Missis.sippi  now,  in  that  delta  area  and  the  hill  area? 

Senator  Stennis.  Well,  here  is  what  these  responsible  people  told 
me.  Their  estimate  of  the  actual  costs  of  growing  a  pounci  of  cotton, 
in  1975,  runs  just  a  little  lower  in  the  delta  area  over  on  the  west 
side,  on  rich  land.  There  the  estimates  are  a  little  lower— 46,  47,  48 
cents  a  pound.  In  what  we  call  the  hills,  51  cents — 51,  52  cents,  and 
this  former  Governor,  as  I  told  you,  a  highly  responsible  man  as 
you  know,  said  the  actual  costs  to  him  this  year,  could  not  be  less 
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than  50  cents  a  pound,  and  he  has  well  kept,  preserved  built-up  land, 
^ves  it  a  lot  of  his  personal  attention. 

Thank  you  very  much.  I  appreciate  your  putting  tiw  statement  in 
the  record. 

The  Chairman.  Thank  you,  Mr.  Chairman,  for  your  contribution. 
You  have  made  great  contributions  to  our  deliberations  in  this  matter. 

Senator  Stennis.  Well,  thank  you  for  your  kind  remarks. 

[The  prepared  statement  of  Senator  Stennis  follows:] 

Statement  c 

Mr.  Chairman,  members  of  the  Committee,  I  appreciate  this  opportunity  to 
preaeat  to  the  Senate  Committee  on  Agriculture  and  Foreatiy  my  views  on  new 
farm  program  legiElation. 

My  remarks  today  are  directed  primarily  toward  the  production  of  cotton. 
However,  many  of  the  comments  I  make  on  that  commodity  can  also  be  applied 
to  other  crops,  including  wheat,  corn,  grain  soi^hum  and  other  feed  grains,  and  to 
soybeans. 

While  the  Senate  was  adjourned  I  spent  several  weeks  in  Miaaissippi,  during 
which  I  visited  many  areas  of  the  State  and  had  extensive  discussions  with  cotton 
farmers  and  other  agricultural  producers  and  scieatiHts.  I  also  had  the  pleasure 
of  addressing  the  annual  meeting  of  the  American  Farm  Bureau  Federation  at 
New  Orleans  on  January  7.  While  there  I  met  with  a  number  of  the  delegates  to 
that  meeting,  all  of  whom  are  very  current  in  their  linowledga  of  the  problems 
of  the  agricultural  community. 

More  recently,  on  January  31  and  February  I,  I  returned  to  Mississippi  and 
made  an  extensive  automobile  tour  through  the  Mississippi  Delta,  the  tremen- 
dously fertile  farming  area  in  the  western  part  of  the  State  which  extends  from  the 
Tennessee  border  south  to  the  central  latitude  of  the  State.  The  Delta  is  one  of 
the  most  productive  agricultural  areas  in  the  nation.  It  is  farmed  very  intensively 
and  very  skillfully,  and  the  practic&'i  used  there  are  the  most  modem  and  scientific. 
TTie  farmers  throughout  Mississippi  are  in  a  bad  situation  as  a  result  of  some  of 
the  provLsions  of  current  farm  legislation,  and  those  who  operate  in  the  less  pro- 
ductive areas  and  soils  are  of  course  in  even  more  dire  straits, 

I  can  attest  that  all  of  the  cotton  producers  in  Mississippi  are  facing  a  very 
grim  situation.  I  am  reliably  informed  that  the  situation  is  the  same  in  other 
cotton  producing  areas.  If  a  remedy  is  not  provided  soon,  we  may  see  the  end  of 
cotton  production  as  a  major  crop  in  the  United  States. 

The  fact  is  that  rising  production  costs,  caused  by  Inflation,  have  simply 
outstripped  the  market  price,  and  a  farmer  who  plants  cotton  under  the  target 
price  established  by  current  law  is  facing  a  prohibitive  loss  in  the  coming  crop 
year.  I  have  been  told  by  many  cotton  farmers  that  the  estimated  costs  to  produce 
a  pound  of  cotton  this  year  will  be  49  or  50  cents.  Estimates  vary  but  thsy  are 
dose  to  that  figure. 

The  inflation  of  production  costs  is  a  reflection  of  the  increased  costs  of  fuels 
and  chemicals.  Pesticides,  herbicides,  and  fertilizers  ^o  have  increased  greatly 
in  cost.  It  is  obvious  that  further  cost  increases  can  be  expected  In  gasoline,  diesel 
fuel,  and  propane  or  other  gas,  all  used  in  cotton  growing,  harvesting,  and 
processing. 

At  the  same  time  cotton  prices  have  dropped  substantially  from  a  year  ago  and 
are  presently  very  low.  With  the  situation  as  It  la  today,  a  cotton  farmer  who  plants 
Ids  land  this  coming  crop  year  is  facing  a  potential  loss  of  11  or  12  cents  a  pound. 
He  also  faces  a  serious  problem  in  getting  the  production  credit  he  needs  if  he  does 
intend  to  plant  a  crop. 

There  are  a  number  of  changes  needed  in  the  Agriculture  Act  of  1973  to  meet  this 
fituation.  They  involve  target  prices,  and  the  administration  of  Commodity 
Credit  Corporation  (CCC)  loans  and  Farmers  Home  disaster  loans. 

The  target  or  floor  price  established  by  the  Agriculture  Act  of  1973  is  38  cents 
a  pound  tor  cotton.  With  estimated  costs  at  50  cents  and  rising,  the  incentive  for  a 
cotton  farmer  to  put  in  his  crop  ia  obviously  lacking.  I  stron^y  urge  a  necessary 
revL=ion  of  the  Act  to  provide  for  a  target  price  of  an  absolute  minimum  of  52 
cents  a  pound  for  cotton. 

file  Agriculture  Act  of  1973  contains  an  escalator  clause,  to  adjust  target  prices 
for  farm  commodities  such  as  cotton,  wheat,  and  feed  grains,  so  that  they  take  into 
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account  rising  production  costs.  However,  tiie  escalator  clause  does  not  take  effect 
until  the  1976  and  1S77  crop  year^.  This  delay  was  established  as  one  of  the 
measures  necessary  to  avoid  a  PreHideatial  veto  of  the  bill  at  the  time  it  was  passed. 
I  propose  that  the  escalator  claui^e  be  made  effective  in  1973  and  suboequeat 
yetas. 

The  most  troublesome  aspect  ot  cotton  production  is  the  fact  that  there  is  a 
great  lack  of  stability  from  year  to  year,  both  in  the  supply  of  cotton  available  and 
in  the  price  it  will  b^ng,  creating  a  disorderlr  and  unpredictable  market  situation. 

The  purpose  of  the  Commodity  Credit  Corporation,  according  to  the  1974-75 
Government  Manual,  and  I  quote,  "is  to  ataljilize  and  protect  farm  income  and 
prices,  to  assist  in  maiDtaining  balanced  and  adequate  supplies  of  agricultural 
commodities  and  their  products,  and  to  facilitate  the  orderly  distribution  of 
commodities."  (End  o£  quote) 

In  short,  COC  loans  are  intended  to  promote  stability  ot  both  price  and  supply, 
but  as  presently  administered  under  relatively  recent  legislative  changee,  tbey 
fail  to  do  so  in  cotton  production.  Loan  levels  arc  low,  interest  rates  are  high,  and  a 
farmer  facing  a  low  market  price  cannot  hold  hia  cotton  long  enough  to  avoid 
selling  at  a  severe  loes. 

The  Agriculture  Act  should  be  amended  so  that  a  firm  loao  rate  is  estaUisbed 
at  the  time  the  crop  is  planted.  The  loan  rate  should  be  related  to  the  estimated 
production  costs  af  tbat  crop,  and  set  moderately  below  those  costs,  so  that  while 
the  farmer  would  not  be  guaranteed  a  profit  he  could  get  adequate  financing  at 
today's  production  costs.  This  in  essential  in  the  situation  with  which  we  are  faced. 
The  interest  rate  certainly  should  be  below  the  current  rate  of  9.373  percent. 

The  farmer  should  then  have  the  option  of  holding  his  cotton  under  that  loan 
for  a  period  not  shorter  than  one  crop  year  beyond  the  year  of  production.  Should 
the  farmer  elect  to  relinquish  his  crop  in  return  tor  the  amount  of  the  loan,  then 
ot  course  the  cotton  is  in  the  hands  of  the  Commodity  Credit  Corporation  and 
bec<Hncs  a  factor  in  market  price  stability.  Provision  should  be  made  in  the  legisla- 
tion to  rriatethe  selling  price  to  the  loan  price.  The  price  at  which  the  CCC  could 
sell  the  cotton*  would  have  to  be  set  at  a  reasonaiile  percentage  above  the  loan 
level,  fw  that  the  market  would  not  be  forced  down  to  the  detriment  ot  the  farmeiB 
Who  elected  to  hold  their  cotton. 

Farmers  Heme  emergency  liians  are  a  me^ns  of  assisting  agricultural  areas 
which  have  had  low  )M-wiuction  because  ot  eitreme  weather  conditions.  Aa  they 
are  presently  administered  they  can  cause  the  marketing  ot  crops  under  very 
unfavorable  market  conditions.  The  disaster  lean  program  should  be  made  as 
responsive  as  possible  to  the  purpose  for  which  it  was  established,  which  ia  to 
enable  a  farmer  to  finance  another  crop  when  he  has  lost  one  to  weather. 

In  closing,  Mr.  Ciiairman,  I  wish  to  commend  the  Senate  Agriculture  Committee 
for  the  prompt  initiation  of  hearings  on  the  farm  programs.  If  the  Agriculture 
Act  ot  1973  had  become  law  in  the  form  in  which  it  was  originally  passed  by  the 
Senate,  some  irf  the  problems  I  have  discussed  wculd  not  have  occurred,  and  I 
trust  that  these  aspects  can  now  be  remedied. 

I  urge  very  strongly  that  the  Congress  give  the  hiBhest  possible  priority  to 
new  farm  legislation.  The  American  former  is  entitled  to  a  fair  return  on  his 
investment,  like  any  other  business ;  he  must  have  access  to  substantial  amounts  of 
credit  at  reasonable  interest  at  the  beginning  of  the  crop  year;  and  he  should  be 
able  to  expect  enough  lability  in  market  prices  so  that  he  can  plan  ahead. 

The  world  is  in  a  food  crisis.  How  it  comes  out  is  going  to  de]>end  primarily  on 
the  .\merican  farmer.  lie  needs  all  the  help  we  can  give  Um. 

The  Chairman.  The  next  witnesses  are  Mr.  C  L.  Denton,  prea- 
dent.  National  Cotton  Council  of  America,  Tyronza,  Ark.;  Mr.  Dab- 
ney  Wellford,  awistant  (o  the  executive  \-ice  president,  Meniphis, 
Tenn.,  and  Mr.  C.  Hoke  Leggett,  ciiairman.  Producers  Steering  Com- 
mittee, Hobgood,  N.C.,  we  are  delighted  to  have  you,  gentlemen. 

STATEHEHT  OF  CHAUNCEY  L.  DEHTOH,  JR.,  PRESIDElTr,  NATIOHAl 
COTTOH  council  07  AMERICA,  TTRONZA,  ARE. 

Mr.  Dextos.  Mr,  Chairman,  my  name  is  Chauncey  L.  Denton, 
Jr.,  a  cotton  producer  and  ginner  in  TjTonza,  Ark. 
The  Chairman.  Is  that  in  the  delta  area? 
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Mr.  Denton.  Misassippi  River  Delta  area,  I  live  on  a  farm,  live 
in  tbe  country.  This  year  I  have  the  privilege  of  serving  as  president 
of  the  National  Cott<Hi  Council  on  whose  behalf  I  appear  today. 

I  have  with  me  Dabney  Wellford,  our  legislative  analyst  for  the 
council  staff,  and  onr  chairman  of  the  producers  steering  committee 
wiU  make  his  separate  statement  a  little  1at«>r. 

A<  you  know,  the  council  is  the  central  organization  of  the 
Anicricttn  cotton  industry,  representing  cotton  growers,  ginnerSi 
warrhousemen,  merchants,  cooperatives,  and  milhons  in  the  !& 
cot  tan -producing  St«(es.  For  the  council  to  have  a  position  on  any 
matter,  more  than  half  our  delegates  from  each  of  the  seven  segments, 
must  Lap  prove. 

In  the  interest  of  time,  Mr.  Chairman,  I  would  like  to  submit  for 
the  record 

The  Chairman.  Tour  statement  will  be  inserted  in  full  in  tliB' 
record.  You  may  summarize  it. 

Mr.  Denton.  Thank  you. 

The  Chairman.  As  you  know,  we  have  had  to  put  a  time  limnib 
of  10  minutes  because  of  the  large  number  of  witnesses. 

Mr.  Dbnton.  My  own  statement  is  directed  to  that  end. 

The  council  recommendations  will  be  for  needed  adjustment*  iin 
ttie  197-3  act  which  will  permit  its  market-oriented  approach  to  wvrfe 
in  a  way  that  will  lead  toward  greater  stability  and  continuity  ci' 
operations  from  the  producers  on  through  to  the  text  mill  and  ako 
for  the  conanmer.  While  there  are  many  features  of  that  act  that  thei 
cotton  industry  likes,  under  present  conditions  it  is  not  working  wdffl 
for  cotton  mainly  as  was  pointed  out  by  the  Senator  from  Mississi|)pf, 
because  of  the  sharp  increases  in  production  costs  that  have  occurred 
dnce  the  law  was  written.  The  average  cost  of  producing  cotton  as 
determined  by  USDA  at  that  time  was  around  32!^  cents  in  1072 
and  it  is  up  again  around  the  figures  of  Senator  Stennis  of  50  cents 
in  1974,  an  almost  unheard  of  increase  in  costs. 

We  recognize,  of  course,  that  the  extremely  poor  1974  yields  make 
those  1974  costs  abnormally  high  but  even  if  we  had  normal  produc- 
tion all  over  the  belt  the  cost  would  average  around  the  middle 
forties.  The  38-i.ent  target  price,  which  is  well  below  the  average 
cost  of  production,  obviously  renders  the  law's  payment  provision 
almost  meaningless.  I  say  at  this  point  regardless  of  the  tai^et  i)rice 
level,  the  $20,000  payment  limit  has  an  extremely  seiious  impact 
on  many  cotton  growers  who  produce  a  large  part  of  the  cotton.  Of 
course,  for  those  not  subject  to  those  limitations,  the  payment  pro- 
vision is  a  vital  aspect  of  the  program  and  needed  to  iirovide 
incentive  for  them  to  help  grow  cotton  requirements  for  our  domestic 
mills  and  our  export  customers. 

The  1974  level  of  27.06  cents  per  pound  is  for  SLM  1K«  inch  and 
really  has  little  meaning  when  your  cotton  cost  of  production  is  in 
the  middle  forties.  Almost  no  producers  can  cover  his  out-of-pocket 
expenses  by  putting  cotton  in  the  loan.  When  the  USDA  announces 
as  it  did  in  1973  and  1974  that  even  this  low  level  may  be  lowered 
still  further  just  before  harvest,  the  production  incentive  coming 
from  the  law  is  completely  nullified. 

Mr.  Chairman,  we  have  great  difficulty  in  believing  that  the 
Congress  intended  this  type  of  interpretation  that  USDA  has  made 
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of  this  loan  provision  of  the  1973  act.  It  seems  to  us  that  law  clearly 
states  that  tne  loan  rate  should  be  made  final  on  November  1,  prior 
to  the  planting  of  the  crop. 

The  cost  of  U.S.  cotton's  competitors  have  also  risen  sharply  in 
this  time.  Polyester  sells  for  around  49  cents  compared  with  30  cents 
a  couple  of  years  ago.  Rayon  is  up  even  more,  to  the  middle  fifties, 
so  some  manufacturers  are  saying  publicly  they  expect  further 
increases  ia  this  year  and  om-  Southern  Hemisphere  cotton  growers 
were  cutting  back  acreage  last  summer  and  fall  when  cotton  prices 
were  declining  but  had  not  declined  as  much  as  they  are  now. 

The  point  I  am  trying  to  make  is  this  js  solid  e%'idcnce  that  the* 
cotton  prices  at  present  levels  are  well  below  what  is  required  to 
meet  competition  for  manmade  fibers  and  also  well  below  the  general 
price  range  tliat  would  encourage  foreign  cotton  production. 

Beyond  this,  cotton  prices  at  this  time  are  too  low  to  compete 
effectively,  as  you  just  pointed  out,  with  soybeans,  feed  grains,  other 
crops  for  land  that  normally  goes  to  cotton. 

Growers  indicated  in  January  that  they  intended  to  cut  back  1975 
acreage  by  around  32  percent — a  round  figure  is  a  third — a  level 
which  is  well  below  the  national  allotment  prescribed  by  the  act  of 
1973.  In  addition,  and  I  cannot  overempliasize  this  point,  a  number 
of  Government  actions  are  creating  a  forbidding  environment  for 
market-oriented  cotton  programs. 

They  include  such  things  as  banning  of  DDT,  overly  stringent 
regulations  concerning  worker  safety,  and  application  of  pesticides. 
We  do  not  really  know  what  the  impact  of  this  is  going  to  be,  Senator, 
when  it  is  applied  to  us  at  the  beginning  of  this  year.  Sharp  reduction 
in  research  and  market  development  funds,  failures  to  assure  natural 
gas  supplies  to  nitrogen  fertilizer  manufacturers — you  are  well 
familiar  with  this  in  your  area — and  reduction  or  even  denial'  of 
disaster  payments  in  many  cases  by  the  USDA  regulations, 

A  temporary  downturn  in  the  world  economy  has  severely  reduced 
textile  operations  and  depressed  cotton  prices.  One  residt  has  been 
that  export  contracts  for  around  a  million  bales  sold  to  several  Far 
Eastern  countries  have  thus  far  not  been  honored  and  the  uncertainty 
as  to  whether  or  not  cotton  will  be  shipped  is  depressing  prices  even 
more.  Recessions  will  continue  to  occur  from  time  to  time,  and 
weather  changes  will  mean  good  crops  in  some  years  and  poor  ones 
in  others.  One  of  the  basic  needs  for  a  farm  program — a  Government 
cotton  program — is  to  help  smooth  out  to  some  degree  the  extremely 
wide  price  fluctuations  that  can  result  from  those  temporary  forces 
that  are  beyond  our  control.  Without  it,  we  tend  to  get  over  reaction 
which  results  in  either  too  little  or  too  much  production. 

Our  recommendations  are  pointed  toward  making  the  Agriculture 
Consumer  Protection  Act  of  1973  meet  this  basic  purpose  more 
■effectively. 

Now,  m  trying  to  finish  up  within  the  time  limit,  some  comments 
And  interpretations  concerning  our  recommendations  here,  and  I  will 
be  brief.  The  heart  of  the  present  Government  cotton  program  is  the 
price  support  loan  and  the  target  price.  Because  of  the  tremendous 
production  cost  increases  that  have  been  imposed  by  inflation  and 
energy  prices  on  cotton  growers  and  their  competitors,  tiirgct  prices 
jind  loan  levels  that  were  adequate  in  1973  are  no  longer  adequate. 
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While  our  recommendations  do  not  specify  a  specific  figure,  Mr.  Chair- 
maD,  one  possible  procedure  for  arriving  at  a  more  realistic  tai^et 
price  has  occurred  to  a  number  of  our  people.  When  the  38-cent  target 
price  was  established  in  1973 — and  I  would  like  to  mention  as  a  side, 
if  I  remember  correctly  this  committee  and  this  body,  the  U.S.  Senate, 
approved  a  43-cent  pnce  even  though  we  ended  up  5  cents  less — when 
that  price  was  established  despite  your  recommendation  of  43  cents 
we  were  working  on  an  average  cost  production  of  32%  cents.  Perhaps 
a  similar  relationship  between  production  costs  and  tareet  price 
might  be  maintained  based  on  the  1974  cost  of  in  the  middle  40's  if 
>-ield  had  been  more  normal. 

Now,  one  of  our  recommendations  points  out  that  the  payment 
limitation  creates  serious  inequities  among  producers  and  as^  that 
the  program  minimize  these  inequities  to  the  greatest  extent  possible. 
This  would  be  accomplished  by  keeping  the  market  price  from  drop- 
ping too  great  a  distance  below  the  target  price. 

In  our  recommendation  concerning  the  loan,  Mr.  Chairman,  we 
recognize  that  the  four  criteria  we  presented  to  some  extent  tend  to 
puL  in  different  directions,  that  is,  a  loan  level  that  fully  assured 
adequate  U.S.  production  might  unduly  encourage  an  increase  in  for- 
eign production.  But  this  is  the  kind  of  tension  that  always  exists 
when  pricing  decisions  are  made.  Every  businessman  wants  to  price 
his  product  nigh  enough  to  make  a  profit  but  he  recognizes  his  profit 
also  depends  on  doing  a  satisfactory  volume  of  business.  So  his  price 
has  to  be  low  enough  to  compete  for  the  volume  he  needs  and  yet  high 
enough  to  make  a  profit.  The  cotton  industry  finds  itself  in  just  such 
a  position. 

We  recognize  too,  Mr.  Chairman,  that  because  of  unusually  good 
rields  or  temporary  economic  problems  such  as  we  are  having  now, 
prices  can  fall  below  normal  competitive  requirements.  The  loan  level 
should  be  such  that  farmers  can  pay  off  a  substantial  part  of  their 
production  credit  loans  from  the  price  of  the  CCC  loan  in  order  to 
get  financed  for  another  year  and  to  keep  from  dumping  some  cotton 
on  the  market  when  prices  are  unduly  depressed. 

On  the  subject  of  forward  contracting,  Mr,  Chairman,  our  industry 
has  worked  hard  to  facilitate — this  relatively  new  marketing  practice. 
A  council  committee  has  developed  a  model  contract  ana  is  still 
workii^  on  its  improvement  but  the  committee  has  found  no  practical 
way  to  assure  performance  by  the  parties  to  the  contract.  Therefore, 
we  supported  m  the  last  Congress  a  bill  by  Senator  Bellmon  that 
would  have  required  USDA  to  encourage  private  insurance  companies 
to  form  an  association  for  that  purpose,  with  the  Government  cover- 
ing a  portion  of  extraordinary  losses  in  the  early  years.  We  hope  this 
comnuttee  will  see  fit  to  move  again  on  this  bill. 

Many  growers  were  hit  very  hard  last  year  by  infavorable  weather 
and  have  been  unable  to  pay  oflf  production  loans  and  we  want  to 
sustain  you  in  what  you  just  said,  that  for  many  of  them  additional 
credit  to  the  farm  in  1975  is  simply  unavailable  from  private  resources. 
Senators  Eastland,  Stennis,  Senator  Dole,  Senator  Allen,  and  Senator 
Young  have  offered  Senate  bill  555  which  would  give  such  people 
greater  access  to  the  Farmers  Home  Administration  loans.  We  hope 
that  tliis  bill  will  receive  favorable  consideration. 

Mr.  Chairman,  I  thank  you  for  your  time.  We  will  be  glad  to  at- 
tempt to  answer  any  questions  you  might  have. 
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The  Chairman.  Thank  you,  Mr.  Denton.  We  will  hold  questions, 
if  the  committee  will  agree,  until  Senator  Thurmond  presents  his  tes- 
timony. He  had  been  imavoidabK'  detained. 

Senator  Thurmond,  we  are  honored  indeed  to  have  you  appear 
before  this  committee.  We  know  of  your  deep  interest  in  cotton.  You 
have  talked  to  me  about  it  many,  many  times  and  I  know  you  are 
thoroughly  familiar  with  the  plight  of  the  cotton  farmer,  not  only  in 
South  Carolina  but  throughout  the  Nation, 

If  you  desire  to  do  ko,  you  may  in.sert  your  statement  in  full  in  the 
record.  Unfortunately  because  of  the  large  number  of  witnesses  who 
requested  the  opportunity  to  testify,  the  committee  had  to  limit 
testimony  to  10  mmutes. 

STATEMENT  OF  THE  HOH.  STEOM  THTmHOMD,  A  U.S.  SEHATOE 
FBOU  TEE  STATE  OF  SOUTH  CAKOLISA 

Senator  Thurmond.  Thank  you  verj'much,  Mr.  Chairman, 

Mr.  Chairman,  I  think  I  will  talk  the  10  minutes  with  some  of  the 
^ntal  parts  and  submit  the  rest. 

I  appreciate  this  opportunity  to  testify  before  the  Senate  ^riculture 
and  Forestry  Committee  regarding  the  ui^ent  need  for  revisions  in  the 
various  farm  programs. 

Since  the  passage  of  the  Agriculture  and  Consumer  Protection 
Act  of  1973,  tlierp  have  been  great  changes  in  the  world  food  situation 
and  the  conditions  under  which  American  formers  grow  food  and  fiber 
for  this  Nation's  210  million  people  and  much  of  the  rest  of  the  world. 
Various  spokesmen  for  Agriculture  who  recently  appeared  before 
this  committee  during  the  initial  week  of  hearings,  including  a  number 
of  my  dLstinguished  colleagues  in  the  Senate,  have  effectively  described 
the  significant  changes  that  have  taken  place  in  the  agricultural 
picture  in  the  lost  several  years.  They  have  emphasized,  among  other 
things,  that; 

(1).  The  world  food  supplj'  situation  in  the  immediate  future  is 
critically  short  of  world  demand.  Longrun  prospects  for  improvement 
depend  on  the  ability  of  coimtries  throughout  the  world  to  greatly 
expand  agricultural  production  and,  at  the  same  time,  to  significantly 
curb  their  rate  of  population  growth. 

(2).  At  a  time  when  it  is  imperative  for  American  farmers  to  grow 
more  food,  the  cost-price  squeeze  surrounding  producers  of  most 
commodities  has  become  so  severe  that  it  has  brought  economic  disas- 
ter to  many  farmers  and  threatens  to  further  curtail  our  agricultural 
productive  capaeitv. 

(3).  The  worsenmg  cost-price  squeeze  has  been  brought  about  by 
the  fact  that  the  prices  fanners  must  pay  for  the  inputs  they  need, 
have,  in  general,  increased  at  a  far  more  rapid  pace  than  the  prices 
received  for  farm  connnodities  i[i  the  market.  Perhaps  the  biggest 
contributor  to  high  production  costs  has  been  higher  enei^y  costs, 
in  the  form  of  higher  prices  for  fuel,  farm  chemicals,  riilrogen,  mixed 
fertilizer  and  other  key  inputs, 

(4).  In  the  face  of  enormous  and  even  siuldeii  increases  in  pro<luction 
costs,  the  prices  of  some  agri(  iilfunil  comniodilies  Inive  acniiilly  fallen 
in  recent  monllis.  This  liiLS  been  especially  true  for  the  livestock 
industry  and  has  meant  disaster  for  nuiny  cattle  farmers.  It  has  also 
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been  painfully  true  for  producers  of  cotton,  milk,  and  other  important 
agricultural  commodities. 

(5).  Target  prices  for  the  various  commodities  covered  by  the  1973 
l^siation  have  become  woefully  outdated.  With  todaj's  much  higher 
production  costs,  tai^et  prices  for  grains,  milk,  cotton,  tobacco,  and 
other  agricultural  commodities  are  simply  of  no  benefit  to  farmers. 
Tlie  target  levels  are  t«o  low  to  function  either  as  meaningful  incentives 
for  greater  production  or  as  sufficient  guarantees  to  farmers  that  they 
will  not  face  eminent  bankruptcy  in  the  event  of  unexpected  crop 
surpluses. 

There  are  other  good  and  valid  points  that  can  be  made,  but 
what  we  must  all  realize  is  that  the  time  for  effective  re\'ision3  in  the 
various  farm  programs  is  overdue.  For  the  good  of  our  farmers  and 
all  those  who  depend  on  agriculture  for  income,  food,  and  liber,  we 
must  continue  to  have  a  realistic  approach  to  t^riculture  at  the  Fed- 
eral level.  Various  proposals  for  lit^slative  action  have  been  placed 
before  this  committee,  some  of  which  are  not  in  the  best  interest  of 
our  farmers. 

While  I  favor  bringing  target  prices  up  to  a  more  reasonable  and 
realistic  level,  I  want  to  make  it  clear  that  I  do  not  favor  drastic 
alterations  in  farm  legislation  that  would  lead  to  Government  control 
over  agriculture.  In  my  opinion,  the  farm  interests  in  my  State  and 
in  the  Southesast  do  not  want  Government  controlled  commodity 
reserves.  I  believe  the  people  of  this  Nation,  including  an  over- 
whelming majority  of  farmers,  want  to  continue  to  move  toward  a 
market-oriented  agriculture.  Those  who  claim  that  this  is  just  another 
name  for  a  boom-and-bust  philosophy  have  too  soon  forgotten  that 
exces.sive  Government  interference  with  agriculture  has  been  one  of 
Uie  principal  farm  problems. 

This  Nation  does  not  need  a  totally  new  approach  to  farm  programs, 
but  it  does  need  these  programs  to  be  continually  updated.  Our 
farmers  do  not  want  to  see  the  present  free  market  approach  thrown 
out  the  window.  They  want  agriculture  to  remain  strong,  viable  and 
free,  with  the  potential  to  expand  and  adjust  to  changing  market 
conditions  resting  in  their  hands — not  in  those  of  a  Government 
bureaucracy. 

Having  emphasized  this  point,  I  would  like  to  concentrate  on  several 
key  areas  of  agriculture  that  are  important  to  the  farmers  of  South 
Carolina  and  in  need  of  immediate  attention.  The  committee  will 
receive  additional  testimony  today  regarding  proposals  to  help  cotton 
and  tobacco  farmers,  whose  crops  are  vital  to  South  Carolina 
agriculture. 

Cotton:  On  January  28,  1975,  I  introduced  legislation  to  raise  the 
target  price  for  cotton  from  the  present  level  of  38  cents  per  pound  to 
55  cents  per  pound,  beginning  with  the  1975  crop.  At  that  time,  I 
pointed  out  that  farm  production  costs  for  cotton  have  skyrocketed 
since  the  target  price  was  set  at  38  cents  per  pound.  Especialh-  imfor- 
timalc  for  our  cotton  farmers,  market  pnces  have  dechned  to  a  level 
where  it  Is  virtually  impossible  to  make  a  profit. 

The  Department  of  Agricultural  Economics  at  Clemson  University, 
which  is  the  land^rant  university  in  our  State,  has  recently  calcu- 
lated that  it  costs  a  minimum  of  55  cents  per  pound,  excluding  any 
chaise  for  land  and  return  to  management,  to  produce  cotton  on  land 
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yielding  an  average  of  500  pounds  per  acre.  For  the  information  of 
the  committee,  I  am  including  a  copy  of  budgets  prepared  by  Clemson 
University  for  typical  cotton,  com,  and  soybean  farmers  in  South 
Carolina, 
The  Chairman.  Without  objection  it  will  be  inserted  in  the  record. 

COSTS  AND  RETURNS  OF  COTTON.  SOYBEANS,  AND  CORN  AT  DIFFERENT  YIELD  AND  PRICE  LEVELS 
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Piwpmi  by:  B.  H.  RMinion,  Agticiiltural  Econamics  {EiMniion  Praduction  Economiu),  Clemson  Uniirattily,  Nov.  II, 


Senator  Thiirmond.  It  is  easy  to  note  the  negative  returns  on 
acret^e  planted  to  cotton  as  compared  with  the  more  profitable 
situation  for  soybeans  and  com. 

In  response  to  the  unfavorable  market  situation,  South  Carolina 
farmers  have  indicated  that  they  will  plant  less  than  half  the  cotton 
acreage  which  they  planted  last  year.  The  situation  is  not  unique  to 
South  Carolina,  with  cotton  farmers  across  the  belt  sustaining  losses. 
On  a  nationwide  basis,  cotton  acreage  is  expected  to  be  down  32  per- 
cent from  last  year.  Clearly,  if  we  are  to  produce  sufficient  cotton  for 
domestic  and  export  needs,  cotton  farmers  need  better  incentives  than 
•,he  present  target  price  and  market  situation  provide. 

Accordingly,  I  urge  the  committee  to  approve  a  reasonable  increase 
in  the  support  price  for  cotton.  I  also  hope  the  committee  will  care- 
fully consider  needed  adjustments  in  the  Commodity  Credit  Corpora- 
tion loan  rates  for  cotton.  Iiieally,  the  CCC  loan  rate  should  be  high 
enough  to  allow  (he  cotton  farmer  to  pay  the  larger  share  of  his  vari- 
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able  operating  costs  with  loan  funds  received.  At  the  same  time,  the 
loan  level  should  not  be  so  high  as  to  interfere  with  the  operation  of 
normal  markt  prices. 

At  present,  the  law  provides  that  the  average  loan  rate  will  be  90 
percent  of  the  average  price  of  American  cotton  m  world  trade  markets 
over  the  past  3  years.  Using  this  formula,  the  average  loan  rate  for 
ihe  1975  crop  will  be  approximately  34  cents  per  pound,  a  level  which 
most  farmers  feel  is  too  low.  I  surest  that  the  committee  consider 
changing  the  formula  to  either  100  percent  of  the  average  world  price 
over  the  past  3  years,  or  basing  the  loan  level  on  the  most  recent 
2-year  period. 
Raising  the  tai^t  price  and  CCC  loan  level  to  more  reasonable 

figures  will  certainly  be  no  panacea  for  cotton  producers,  but  I  believe 

il  will  enable  the  more  efficient  farmers  to  survive  until  the  world 

cotton  and  textile  situation  improves. 
Tobacco:  In  anticipation  of  additional  testimony  this  afternoon 

from  spokesmen  from  the  tobacco  industry,  I  would  like  to  make  a 

few  coinments  about  this  important  commodity. 
While  tobacco  farmers  fared  reasonably  well  this  past  year,  they 

too,  have  been  hard  hit  by  production  cost  increases.  Fuel  is  a  very 

essential  input  for  the  flue-cured   tobacco  farmer,  not  only  in  his 

OTowing  operation  but  also  in  drying  and  curing  the  tobacco  leaf. 

Thus,  higher  energy  costs  have  especially  hurt  the  profit  situation  of 

tobacco  producers. 

I  hope  that  the  committee  will  approve  a  modest  increase  in  tobacco 
support  prices  as  part  of  a  general  farm  bill.  Tobacco  support  prices 
should  accurately  reflect  today's  much  higher  production  costs,  and 
the  present  formula  approach  does  not  do  this  effectively,  A  number  ot 
devices  have  been  suggested  to  accomplish  higher  tobacco  crop  support 
levels.  For  the  information  of  the  committee,  I  am  attaching  a  sup- 

Krting  letter  from  Mr.  Harry  Bell,  president  of  the  South  Carolina 
Tm  Bureau,  in  which  he  outlines  three  possible  approaches  to  raising 
support  levels.  • 

Later  today,  I  will  be  introducing  legislation  to  amend  the  Agricul- 
tural Adjustment  Act  of  1938  to  allow  leasing  of  type  13  tobacco  allot- 
ments or  quotas  across  county  lines  within  the  same  State.  I  realize 
that  leasing  allotments  across  county  lines  is  a  very  controversial  sub- 
ject within  the  tobacco  belts,  and  it  may  well  be  that  separate  hearings 
will  have  to  be  held  on  this  matter.  However,  it  has  become  apparent 
that  South  Carolina  farmers,  who  grow  entirely  type  13  flue-cured 
tobacco,  generally  favor  such  a  change. 

Precedents  for  modifying  leasing  restrictions  were  established  in 
1971  and  1973.  Public  Law  92-144  allowed  certain  types  of  Virginia 
tobacco  to  be  leased  across  county  lines.  Then  in  1973,  certain  counties 
in  Georgia  and  South  Carolina  which  had  suffered  losses  due  to  natural 
disaster  were  allowed  to  lease  allotments  across  county  lines  on  an 
emergency  1 -year  basis. 

While  I  believe  greater  flexibility  in  leasing  provisions  would  benefit 
the  tobacco  industry  as  a  whole,  I  also  understand  the  objections 
voiced  in  the  past  from  some  areas.  However,  I  do  hope  the  committee 
will  see  fit  to  report,  as  promptly  as  possible,  legislation  that  will  allow 
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tobacco  growers  in  the  type  13  area  thp  freedom  to  lease  allotments 
across  county  lines  within  the  same  State. 

Livestock:  I  hope  the  committee  will  carefully  consider  revTsions 
in  present  farm  programs  that  will  benefit  our  financially  troubled 
livestock  farmers.  The  Emergency  Livestock  Credit  Act,  passed  last 
summer,  has  been  of  some  benefit  to  cattle  producers  and  other  live- 
stock farmers.  Consideration  should  be  given  to  extending  this  act 
and  modifying  it,  as  appropriate,  to  better  serve  farm  credit  needs. 

Mr.  Chairman,  my  time  is  up,  I  want  to  thank  the  committee  and  I 
will  just  ask  that  the  rest  of  my  statement  be  placed  in  the  record. 

I  do  feel  that  something  has  to  be  done  without  delay  on  behalf 
of  the  livestock  fanners.  I  have  talked  to  a  number  of  them  and  they 
are  really  in  bad  shape. 

I  feel — I  grew  up  on  a  farm — and  I  guess  I  liave  deeper  interests 
in  farming  than  some  Members  of  Congress,  but  in  my  judgment,  this 
talk  about  the  farmers  getting  rich  and  consumers  paying  too  much  is 
pure  fallacy.  The  farmers  do  not  make  it.  The  middleman  makes  it  or 
the  processors  make  it  or  the  supermarkets  make  it.  It  is  not  the 
farmers  who  are  getting  rich. 

The  Chaibmax.  The  farmer's  share  of  the  food  dollar  now  is  about 
39  cents. 

Senator  Thurmond.  And  the  farmers  just  cannot  stay  in  business 
unless  something  is  done,  and  what  will  happen,  if  they  do  not  stay 
in  business?  That  means  food  prices  are  going  to  go  up  still  higher  and 
higher.  The  more  fanners  you  press  out  of  business,  the  higher  food 
prices  are  going,  and  I  think  it  Is  to  the  advantage  of  the  whole  Nation 
that  the  public  be  better  informed  on  what  the  fanner  gets,  because 
he  gets  only  a  small  percent  of  the  price  that  the  consumer  pays.  And 
it  is  my  judgment  that  we  have  got  to  keep  this  in  mind. 

Now,  I  have  covered  some  of  the  points.  The  rest  of  tliem  are  in 
my  statement.  I  wish  to  thank  you,  Mr.  Chairman,  and  you  have 
proved  to  be  a  very  able  chairman  in  spite  of  the  fact  that  you  are  a 
cousin  of  nune. 

The  Chairman.  I  do  not  consider  that  a  handicap. 

Senator  Thurmond.  And  also  I  want  to  thank  the  members  of 
this  committee.  You  have  some  very  able  members  on  this  commit- 
tee, and  I  thank  your  official  staff,  too,  for  their  consideration.  We 
will  appreciate  all  that  you  do  for  the  farmers. 

The  Chairman.  Thank  you  very  much,  Senator  Thunnond,  for 
an  e.xcelient  statement.  As  you  know,  when  we  wrote  the  Agricultural 
Art  of  1973,  which  was  about  18  months  ago,  we  tried  to  set  a  mini- 
mum target  price  of  70  percent  of  parity  for  the  principal  basic 
agricultural  commodities.  At  that  time  it  was  4.'5  cents  for  the  cotton, 
with  an  escalator  clause  in  it.  We  went  to  conference  with  the  House. 
We  were  threatened  with  a  veto  from  the  White  House,  and  also  tlie 
Members  of  the  House  remained  in  a  very  rigid  position,  so  we  had  to 
reduce  that  level. 

Sim'e  that  time  the  target  price  and  loiiu  level  concept  is  completely 
unrealistic  because  of  the  rapid  JiiiTcase  in  cost  of  production. 

Xow,  70  percent  of  parity  at  the  present  liFue,  target  price,  would 
be  5.1,  very  close  to  the  figure  that  was  put  in  your  bill.  Would  you 
not  think  any  realistic  target  price  ought  to  be  at  or  I'fur  the  i;o;^t 
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of  production  and  any  realistic  loan  ought  to  be  somewhat  close  so 
the  commodity  could  flow  freely  into  tie  world  markets. 

Senator  Thobmond,  I  thoroughly  agree. 

The  Cbairman.  Any  further  (Questions? 

Senator  Thtirmond.  Mr.  Chairman,  if  there  is  no  objection,  I 
have  attached  to  my  s^tatetnent  some  tables.  I  think  they  will  be 
helfpful  to  the  committee. 

The  Chairman.  They  will  be  inserted  in  the  record. 

-Senator  Young? 

Senator  Young.  No  questions. 

The  Chairman.  If  there  are  no  questions  to  be  addressed  specifically 
to  Senator  Thurmond,  we  will  excuse  him  at  this  time.  Thank  you 
verv  much  for  your  statement. 

[The  following  letter  was  referred  to  on  p.  579.] 

South  Caroliwa  Farm  Bureau, 

Columbia,  S.C, 
January  30,  1975. 
Hon.  Strou  Thurmond, 
U.S.  Senate, 
WMkington,  D.C. 

Dear  Senator:  In  answer  to  j'our  question  concerning  our  opinion  on  a 
''modest  increaise"  in  the  price  Mupport  (or  flue-cured  tobacco,  I  would  like  to 
submit  the  following: 

The  Agricnltural  Act  of  1949,  lis  amended,  provides  that  the  level  of  price 
»opport  for  the  1961  and  each  subsequent  crop  of  tobacco,  tor  wtiich  growers 
have  not  disapproved  marketing  quotas  shall  be  determined  by  multiplying  the 
19-i9  crop  support  level  by  the  ratio  of  (1)  the  average  of  the  index  of  priceH  paid 
by  fanners  lor  the  preceding  three  calendar  years  to  (2)  the  avera^  index  of 

K'ces  paid  by  farmers  during  1959.  Under  this  provision,  the  level  of  support 
the  1975  crop  of  Sue-cured  tobacco  will  be  about  12  percent  above  the  1974 
crop  support  level  of  83.3  otnts  per  pound.  This  would  give  a  Vila  crop  support 
le\-el  of  approximately  93  cents. 

In  order  to  reflect  the  current  cost  of  production,  which  we  believe  to  be  the 
intention  of  the  Agricultural  Act  of  1949,  and  due  to  the  abnormal  rapid  rise  in 
the  preceding  years  could  be  June  30  iiwtead  of  December  31  with  the  possibility 
of  n^ng  the  two  previous  years  instead  of  three  previous  years. 

Upon  consulting  with  Dr.  Max  Lloyd  of  Clemson  University,  we  have  confirmed 
the  reKultfi  of  this  recommendation  to  be  af  follows: 

3-year  ba^^iH  ending  June  30-^$1.00/lb.  crop  support  level. 

2-year  basis  ending  Dec.  31 — $1.02/lb.  crop  support  level. 

2-year  basis  ending  June  30 — $1.07/lb.  crop  support  levol. 

These  figures  are  based  on  current  rate  of  mflation  and  any  upsurge  of  inflation 
from  now  to  June  would  reflect  in  higher  support  prices  if  a  "cut  ofl'  date"  of 
June  30  is  used.  Any  of  these  options  would  give  a  "modest  increase"  in  the 
support  price  of  tobacco.  However,  if  this  requires  an  act  of  Congress  and,  if  in 
your  opinion,  you  consider  any  changes  would  endanger  the  Tobacco  Program, 
theprtserving  of  the  program  should  have  top  priority. 

Keeping  the  Tobacco  Program,  production  control  and  price  support,  is  of  the 
utmost  importance  if  we  hope  to  continue  the  degree  of  prosperity  to  which 
famiers  and  businesses  in  the  tobacco  producing  areas  are  geared. 

Also,  I  would  like  to  emphasise  the  need  for  an  adjustment  in  the  target  price 
of  cotton  for  the  1975  crop.  As  you  know  the  target  price  for  the  1974  crop  was 
38  cents  per  pound.  The  same  economic  factors  which  have  increased  the  cost  of 
tobacco  production  ai.so  applies  to  cotton.  According  to  Clemson  University 
economists,  average  cotton  production  costs  per  pound  in  South  Carolina  for 
1974  (excluding  land)  were  as  follows; 

40O-pound  per  acre  yield,  o9  cents. 

.500-pound  per  acre  yield,  55  cents. 

600-pound  per  acre  yield,  47  cents. 

The  average  yield  per  acre  in  South  Carolina  (1973  flgurcs — latest  available) 
wa.3  473  pounds  per  acre. 
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The  present  trend  would  indicate  that  the  1975  crop  will  be  more  cosUy  to 
produce.  Therefore,  we  recommend  that  the  escalation  clause  of  the  1973  Fann 
Act  become  effective  for  the  1975  crop — rather  than  the  1976  crop — and  that  tht 
CCC  loan  rate  be  high  enough  to  fAci]itat«  orderly  markeUng, 

With  the  implementation  of  the  escalation  clause,  it  is  my  understanding  that 
the  target  price  for  cotton  would  be  between  45  and  50  cents  per  pound  .  .  .  iiio;:t 
likely  in  the  high  forties. 

This  action  would  certainly  provide  no  panacea  for  cotton  producers,  but  would 
be  of  tremendous  assistance  to  them. 

Thank  you  for  your  consideration  of  theee  two  items,  and  if  I  can  provide  further 
information,  please  let  me  know. 
Sincerely, 

Harrt  S.  Belu 


[The  attachments  to  Senator  Tliurmond's  statement  follow: 

BEEF  COW-CALF  PRODUCTION,  COASTAL  PLAINS  ESTIMATED  COSTS  AND  RETWNS  (X-COW  HERD) 
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STATEHENT  OF  UR.  SEKTOH— Hesnmed 

The  Chaihman.  Senator  Young? 

Senator  Young.  Mr.  Chairman,  maybe  one  of  the  reasons  that 
everybody  works  so  closely  with  southern  Senators  is  that  ever  since 
I  came  here  cotton  and  wheat  seem  to  have  about  the  same  problem. 
When  we  wrote  this  farm  bill  2  years  ago,  the  average  farm  price  for 
wheat  was  $1 ,41  a  bushe!  and  then  it  went  up  to  $6  a  bushel  and  now  it 
U  back  to  $4  a  bushel.  I  note  that  you  stress  the  increased  costs  of 
production.  They  have  risen  more  sharply  than  I  believe  most  people 
realize. 

I  know  that  you  would  like  to  have  much  the  same  program  con- 
tinued, keeping  the  target  price  and  price  support  ban,  but  increase 
both  of  them  up  to  where  they  would  be  realistic.  Is  that  your  position. 
Mr.  Denton.  Yes.  I  think  it  was  well  stated  by  Senator  Talmadge 
a  minute  ago,  to  have  a  target  price  that  would  cover  our  cost  of 
jffoduction  and  a  loan  level  somewhat  lower  than  that  so  that  you  do 
not  have  too  great  a  difference  in  your  loan  level  and  tai^et  price. 

Senator  Young.  One  farm  organization,  I  believe,  recommended 
that  we  abolish  the  target  price  and  have  high  price  support  loan.  If 
we  did  that,  what  would  happen  to  the  cotton  mdustry. 

Mr.  Denton.  You  would  probably— if  you  had  no  target  price  at 
all,  you  would  particularly  hurt  your  smaller  producer  who  is  not 
affected  by  limitations. 

Senator  Young.  You  would  not  be  as  competitive  in  world  markets; 
would  you? 

Mr.  Denton.  Well,  of  course,  the  tai^et  price  concept 

The  Chaihman.  It  you  will  yield  at  that  point,  I  think  I  can  answer 
that  question.  You  remember  we  had  up  until  we  put  in  the  one  price 
Mllon  situation  two  levels.  We  had  a  very  high  loan  which  held  a 
protective  umbrella  over  the  production  of  cotton  all  over  the  world 
snd  all  of  our  cotton  was  selhng  below  loan  levels  so  that  the  cotton 
went  into  the  loan,  the  Government  had  to  pay  all  the  carrying  charges, 
ad  then  when  we  e.tported  cotton  overseas  we  had  to  pay  a  subsidy 
in  order  to  get  it  into  the  channels  of  commerce,  so  we  acquired  about 
17  milhon  bails  of  surplus  cotton  and  our  export  market  deteriorated 
very  very  rapidly  ana  this  protective  umbrella  that  we  held  over  the 
rest  of  the  world  encouraged  them  to  p'ow  more  cotton  while  Ameri- 
fanswere  growing  less.  It  was  the  most  insane  program  that  the  minds 
of  man  can  conceive  of. 

Senator  Young.  We  had  much  the  same  situation  with  respect  to 
wheat.  We  had  an  export  subsidy  most  of  the  time. 

One  more  question:  You  do  want  to  keep  the  tai^et  price  and  the 
price  support  loans? 
Mr.  Denton.  Yes,  sir,  as  our  testimony  indicates. 
The  Chairman.  Did  our  colleagues  have  anything  to  add  to  what 
you  have  said? 
Mr.  Denton.  Mr.  Leg^ett  has  a  statement  to  make. 
Senator  Bellmon.  Mr.   Chairman,   could  I   ask   some  questions? 
'oil  said  you  operate  a  gin? 
Mr.  Denton.   Yes;  rin  on  our  farm. 

Senator  Bellmon.  Have  any  of  your  customers  or  neighbors  or 
nave  you  been  able  to  qualify  for  any  payments  under  the  present 
target  price  program? 
Mr.  Denton.  No,  sir. 


,y  Google 


Senator  Bellmon.  Why  not? 

Mr.  Denton.  Because  the  average  price  received  by  farmers  for 
the  1974  crop  exceeded  the  38-cent  level.  The  way  the  law  is  written, 
if  I  understand  it  right,  we  average  the  price  from  January  1  on  through 
December  31  and  the  price  of  cotton  was  high  back  in  the  spring  and 
dropped,  precipitously,  duiing  the  summer. 

Senator  Bbllmon.  That  seems  to  me  to  be  a  wrong  way  to  ^;ure  the 
prices  for  1974  cotton.  The  1974  cotton  crop  did  not  start  to  be 
harvested  until  October-November, 

Mr.  Denton,  That  is  correct. 

Senator  Bellmon.  Should  we  not,  in  the  new  bill  put  in  a  different 
timeframe  for  figuring  these  prices? 

Mr,  Denton.  Dabney,  will  you  answer  that? 

STATEMENT  OF  SABHEY  S.  'WELLFOBS,  ASSISTAKT  TO  THE  EXECU- 
TIVE VICE  PRESIDENT,  NATIONAL  COTTON  COUNCIL  OF  AMES- 
ICA,  MEMPHIS,  TENN. 

Mr.  Wellforo.  I  missed  the  question,  I  am  sorry.  Senator. 

Senator  Bbllmon.  The  problem  seems  to  be  that  in  early  calendar 
1974  cotton  prices  were  high  but  after  we  start  harvesting  the  1974 
crop  the  prices  came  down  sharply.  The  Department  of  Agriculture  is 
figuring  some  kind  of  an  average — in  our  new  bill  it  seem  to  me  to  be 
wise  to  set  a  different  timeframe  for  settii^  the  average  price  of  the 
1974  cotton  crop. 

Mr.  Wellford.  Well,  the  12-month  period  as  you  know  for  cotton 
differs  from  other  commodities  which  is  August  to  December;  and  this 
was  done  at  the  request  of  the  cotton  industry  because  certain  parts 
of  the  belt  sold  their  cotton  outside  of  that  5-month  period  from 
August  to  December  and  they  figured  their  cotton  prices  would  not  be 
reflected  in  the  5  months. 

Senator  Bellmon.  But  if  you  are  a  cotton  grower,  unless  you  are  a 
rich  cotton  grower,  and  I  do  not  think  there  will  be  too  many,  you  are 
going  to  harvest,  say,  in  October-Xovember,  sometime  in  there,  but 
yon  are  going  to  plant  again  by  May  and  you  have  got  to  have  some 
mcome  during  that  period  of  time  or  you  are  not  going  to  be  able  to 
get  your  crop  back  in  the  ground.  It  seems  reasonable  that  we  establish 
a  period,  say  5  or  6  months,  during  those  winter  months  and  if  the 
price  stays  below  the  tai^et  price  then  the  Department  should  pay- 
whatever  the  farmers  have  coming  to  them  so  they  can  put  out  another 
crop. 

Mr.  Denton.  I  am  sure  this  was  discussed  in  puttii^  together  th« 
last  law  but  for  whatever  reason  it  was  put  on  the 

Senator  Bellmon.  What  would  you  like  to  see? 

Mr.  Denton.  I  certainly  think  it  makes  commonsense  to  have  the 
tai^et  price  related  to  the  price  you  can  get  for  your  cotton  during 
your  harvest  season  thereabouts. 

Senator  Bellmon,  What  months  would  yo\i  recommend, 

Mr.  Denton,  That  would  be  from  August  through  December  oi 
January? 

Mr.  Wellford.  Yes,  sir;  but  our  position  does  not  say  anything 
about  a  change  in  the  period  of  time  in  which  this  is  figured,  sir. 
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Mr.  Dentok.  We  have  no  resolution. 

Mr.  Wellfohd.  We  do  not  have  any  position  on  any  change. 
Senator  Bellmon.  What  do  you  think? 

Mr.  Wellford.  I  would  have  to  rely  on  the  judgment  of  the  folks 
in  the  industry  who  felt  that  a  12-raonth  period  was  more  acceptable. 
Senator  Bellmon.  I  do  not  understand.  I  do  not  know — how  come 
Ihe  cotton  people  only  sell  cotton  in  June? 

Mr.  Wbllford.  Well,  the  point  was  that  some  of  the  folks  in  your 
area,  and  the  plains  area  of  Texas— who  stripper  harvest — have  to 
wait  until  after  all  the  cotton  is  open  before  they  put  the  harvester 
in  the  field  and  then  because  of  weather  or  other  factors  it  may  be  late 
December,  even  into  January,  before  they  get  the  crop  out;  and 
because  of  the  fact  the  harvest  occurs  verv,  very  late  in  the  year,  they 
are  often  into  the  following  calendar  year  before  they  market  the  crop. 
This  was  the  reasoning  behind  using  the  entire  calendar  year  as  the 
basis  for  figuring  the  average  prices  received  for  the  purpose  of  calcu- 
lating whether  we  need  any  payments  under  the  program. 

Senator  Allen.  I  think  Senator  Bellmon  is  right  up  to  a  point.  I 
feel  like  we  ought  to  work  toward  using  the  possibility  the  last  5 
months  in  the  year  but  for  the  1975  crop,  though,  since  the  price  is 
well  below  the  target  price  now,  I  feel  like  we  are  rewriting  it  as  to 
1975;  we  ought  to  figure  the  market  price  either  that  5  months  or  the 
calendar  year,  whichever  is  less,  because  now  we  are  well  below  the 
18  cents. 
Senator  Bellmon.  I  would  not  disagree. 

Senator  Allen.  If  you  just  use  the  5  months  you  are  talking  about 
TO  this  year,  well,  that  would  probably  be  a  higher  figure  for  the 
average  price. 

Senator  Belludn.  But,  Mr,  Chairman 

Senator  Allen.  That  would  be  my  judgment  on  that. 
Senator  Bellmon  [continuing].  Could  we  ask  our  staff  to  check 
back  through  past  records  to  see  what  the  averages  have  been? 

Senator  Allen.  I  want  to  ask  Mr.  Jim  Thornttm  to  get  that 
iiilomiation. 
Senator  Bellmon.  We  do  not  need  to  belabor  it  any  more. 
The  Chairman.  We  can  have  the  staff  get  that.  So  ordered. 
[The  above-mentioned  material  follows:] 

nilC£S  RECEIVED  BY  FARMERS  FOR  SELECTED  AGRICULTURAL  COMMOCXTIES  1972  TO  DATE 
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Mr.  Wellfobd.  If  there  had  been  a  5-nionth  period  there  still 
would  not  have  been  any  payments  this  year. 

Senator  Bellmox.  I  am  not  so  sure.  We  had  cotton  in  October 
last  year  selling  for  a  quarter. 

Mr.  Wei.lfobd.  It  is  the  average  price  received  by  the  farmers. 

Senator  Bellmox,  That  is  the  next  point.  Why  can  we  not  have 
an  average  by  State  or  by  ^ome  kind  of  area?  I  do  not  know  why  we 
have  to  nave  that  average.  Wo  set  this  on  1  inch  middling:  cotton. 

Mr,  Wellford.  It  is  not  based  on  any  particular  quality  in  this 
respect,  Senator.  It  ia  the  average  price  of  the  cotton  that  was' actually 
sold  in  that  particular  month. 

Senator  Bellmox.  More  for  the  whole  countr}-  and  this  means 
Egyptian  cotton  price  and  everything  fits  in. 

>ir.  Wellfohd.  No.  This  Egyptian  cotton  is  separated.  It  :s  the 
figure  for  upland  type  cotton. 

Senator  Bellmox.  But  what  do  you  tliink  about  our  rewriting  the 
Ian"  so  we  get  a  differential  between  areas. 

Mr,  Wellford.  This,  I  think,  makes  some  sense. 

Senator  Bellmox.  All  right. 

The  Ch.\irm.\x.  Any  further  questions? 

Senator  Clark.  Just  one.  1  did  not  hear  what  yo\ir  estimates  were 
of  the  cost  of  production  on  cotton  now.  Did  vou  give  anv  figures  on 
that? 

Mr.  Dexton.  Yes.  When  the  original  law  was  written  cotton  was 
around  32.5  cents  with  a  3S-cent  Inrget  price  in  the  bill  although  this 
committee  recommended  4^. 

Senator  Cl.\rk.  I  heard  that. 

Mr.  Dextox,  Last  year  the  average  cost  of  production  was  in  the 
vicinity  of  50  cents.  Now,  recognizing  we  did  have  some  below  normal 
fields,  (md  it  is  our  feeling  even  if  we  had  hud  normal  yields  that  the 
cost  of  production  would  have  been  in  the  middle  40"s  last  year.  Of 
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course  that  will  probably  be  even  h^her  this  year  because  we  had 
further  inflation. 

Senator  Clabe.  So  you  would  look  for  cost3  of  production  to  be 
something  in  the  area  of  a  normal  year  next  year  of  what,  47,  48  cents? 

Mr.  Denton.  Fifty-cent  area. 

Senator  Clark,  Fifty-cent  area? 

Mr.  Denton.  I  would  say  that. 

Senator  Clark.  And  you  said,  you  would  prefer  not  to  give,  as  I 
understand  you,  any  advice  in  terms  of  what  you  feel  the  target  price 
should  be.  Do  you  feel  it  ought  to  be  around  the  cost  of  production? 

Mr.  Denton.  Again,  as  you  probably  recognize,  Senator,  we  present 
the  resolution  and  our  interpretations  of  the  Cotton  Council  and  their 
feeling  was  that  you  should  relate  the  target  price  in  1975  based  on 
the  cost  in  1975  as  related  to  32)^  cent  cost  in  1973  to  get  the  target 
price  of  38  cents. 

Senator  Clahk.  Where  does  that  bring  us? 

Mr.  Denton.  That  will  get  you  in  the  upper  40-  to  50-cent  range. 

Senator  Clark.  So  that  would  be  around  the  cost  of  production? 

Mr.  Denton.  Right. 

Senator  Allen.  The  cost  of  last  year's  production.  Nobody  knows 
what  this  1975  is  going  to  be. 

Mr.  Denton.  Eight. 

Senator  Allen.  Except  it  is  going  to  be  higher. 

Mr.  Denton.  Yes,  sir. 

Senator  Bellmon.  Could  I  ask  one  question  on  that  point?  If  we 
set  a  tai^et  price  of  50  cents  and  a  loan  price,  say,  of  80  percent  of 
50  cents,  would  this  eliminate — would  this  make  cotton  uncompetitive 
so  far  as  its  competition  with  other  fibers  or  fibers  from  some  other 
countries  are  concerned? 

Mr.  Wellford.  Senator,  the  target  price  does  not  affect  the 
market  price. 

Senator  Bellmon.  But  the  loan  price  does. 

Mr.  Wellford,  The  loan  price.  Now 

Senator  Bellmon.  If  we  set  an  80-percent  loan,  let's  just  say  we 
set  the  target  price  of  cotton  for  50  cents  and  40-cent  loan  price, 
ivill  this  price  cotton  out  of  the  market? 

Mr.  Denton.  It  depends  on  who  you  ask  as  to  what— — 

Senator  Bellmon.  I  am  asking  you  now. 

[Lau^ter.] 

Mr.  Denton.  All  right.  Again  I  am  trying  to  represent  the  overall 
views  of  the  entire  cotton  industry.  In  trymg  to  prepare  to  answer 
this  type  of  question  last  week  the  executive  committee  which  is 
representative  of  all  sediments  of  the  cotton  industry  discussed  this 
point,  I  was  permitted  m  that  conversation  to  say  that  a  price  of  36 
to  40  cents  was  the  price  area  I  should  talk  about. 

Senator  Bellmon.  For  loans? 

Mr,  Denton.  I  must  tell  you,  Senator  Bellmon,  that  there  are 
those  who  think  it  should  he  higher  than  this  and  there  are  a  few 
who  tliink  it  should  be  lower.  Some  think  a  40-cent  middling  inch 
loan  would  make  cotton  uncompetitive  with  synthetic  fibers,  but 
your  producers  will  come  back  and  demonstrate  to  you  without 
question  they  cannot  raise  cotton  for  less  than  40  cents  a  pound. 

Senator  Bellmon.  So  what  is  the  answer? 
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Mr.  Denton.  I  am  speaking  for 

Senator  Bellmo!4.  I  would  rather  have  your  opinion  than  some- 
body else's.  What  do  you  think?  You  have  dealt  with  cotton  a  long 
time.  If  we  put  in  a  loan  price  of  40  cents,  will  our  warehouses  fifl 
up  with  cotton? 

Mr.  Denton.  I  do  not  think  so. 

The  Chairman.  Mr.  Leggett,  you  had  a  statement  you  wanted  t* 
make. 

STATEUENT  OF  C.  HOEE  LEOOETT,  CHAIRHAX,  PRODUCER  STEER- 
USa  COMMITTEE,  HATIOHAL  COTTON  COUNCIL  OF  AMERICA, 
HOBGOOD,  H.C. 

Mr.  Leqgett.  Yes.  It  is  fairly  short,  Mr.  Chairman  and  I  will 
take  only  4  or  5  minutes. 

Mr.  Chairman,  mv  name  is  C.  Hoke  L^gett.  I  am  a  cotton  farmer 
from  Hobgood,  N.C  I  serve  as  chairman  of  the  Producer  Steering 
Committee  of  the  National  Cotton  Council,  and  appear  before  you  on 
behalf  of  that  committee. 

The  producer  steering  committee,  which  represents  the  largest 
segment  of  the  council — the  producer— U  composed  of  elected  farmers 
from  each  of  the  14  State  units  of  the  council,  which  is  representative 
of  all  19  cotton  growing  States.  Some  cotton  growing  States  like 
Kentucky  are  combined  with  another  State  to  form  one  unit.  The 
committee  membership  is  uniformly  distributed  across  the  Cotton 
Bell,  and  provides  a  true  cross  section  of  producer  thinking  throughout 
the  Cotton  Belt. 

The  producer  steering  committee  is  an  arm  of  the  National  Cotton 
Council  and  supports  fully  the  testimony  presented  here  today  by 
our  president,  D.  L.  Denton,  Jr. 

Council  bylaws,  however,  provide  authoritv  for  the  producer  steer- 
ing committee  to  represent  producers  Jnifependently  on  matters 
where  the  council  ha.'i  taken  no  position  due  to  a  veto  by  any  other  of 
its  seven  segments.  It  is  in  support  of  such  a  position  that  I  appear 
before  you  today. 

In  recent  meetings  in  Phoenix,  members  of  our  committee  unan- 
imously recommended  that  the  National  Cotton  Council  work  for 
a  Commodity  Credit  Corporation  loan  program  which  would  authorize 
producers  to  renew  CCC  cotton  loan-;  for  a  period  of  S  months  beyond 
the  present  statutory  minimum  loan  period. 

In  this  instance,  despite  strong  effort  on  the  part  of  all  segments 
concerned,  we  could  not  reach  the  hoped-for  agreement.  Consequently, 
the  resolution  was  not  adopted  by  the  council.  Producers,  under  the 
bylaws  therefore,  were  authorized  to  take  independent  action  on  the 
matter. 

The  Agriculture  and  Consumer  Protection  Act  of  197:J  instructs 
the  Secretary  of  Agriculture  to  make  available  to  oooperators  non- 
recourse loans  for  a  term  of  10  months  from  the  first  day  of  the  month 
in  which  the  loan  is  made.  In  the  judgment  of  producers,  in  order  to 
facilitate  orderly  marketing  by  the  producer  nud  to  provide  adequate 
supplies  outside  of  Government  stocks,  producers  with  cotton  under 
loan  should  be  giA'en  the  oprion  to  renew  those  loans  for  an  additional 
8  months. 
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The  option  would  allow  producers  to  retain  title  to  the  cotton 
during  periods  of  depressed  prices,  and  hopefully,  give  the  market 
further  opportunity  to  recover.  By  being  able  to  bridge  two  marketing 
seasons,  farmers  would  not  be  forced  to  dump  cotton  on  a  depressed 
market,  but  instead,  through  more  orderly  marketing,  have  an 
opportunity  to  achieve  a  more  desirable  price. 

We  all  understand  the  uncertainties  of  weather  and  the  textile 
cycle  and  the  impossibility  of  matching  supply  with  market  needs 
at  all  times.  The  additional  use  of  the  loan  that  we  recommend  could 
provide  a  mechanism  for  stockpiling  cotton  that  is  temporarily  in 
excess  of  market  demand,  thereoy  avoiding  deeply  depressed  prices 
and  excessively  steep  production  cutbacks.  These  supplies  could 
then  be  fed  back  into  the  market  as  demand  recovers.  This  would 
also  help  prevent  severe  price  gyrations  that  hurt  our  ability  to  com- 
pete with  man-made  fibers  and  foreign  cotton. 

Neither  mills  nor  cotton  shippers,  under  current  interest  rates, 
can  carry  needed  stocks  in  inventory.  Our  proposal  would  help  to 
kUeviate  that  problems,  in  that  the  longer  loan  period  could  possibly 
result  in  the  accumulation  of  a  stock  of  cotton  from  two  crops  under 
producer  control  and  would  allow  additional  time  for  orderly  market- 
ing of  qualities  temporarily  in  oversupply. 

I  appreciate  the  opportunity  to  present  our  views,  and  ^vill  be  glad 
to  answer  any  questions  you  may  have. 

The  Chaihm.^n,  Does  the  Senator  from  North  Carolina  have  any 
questions? 

Senator  Helms.  No,  sir.  I  welcome  him  to  Washington  where 
his  mon^  is  being  spent. 

Mr.   CHAiRMArj.   Mr.   Leggett,   what  size  farm  do  you  operate? 

Mr.  Leggett.  About  1,000  acres  of  row  crops,  producing  cotton, 
com,  peanuts,  tobacco. 

Mr.  Chairman.  How  many  bales  of  cotton  do  you  produce? 

Mr.  Leooett.  About  250. 

The  Chairman.  What  did  it  cost  to  produce  per  pound  last  year? 

Mr.  Leggett.  About  35  cents. 

The  Chairman.  What  did  you  do  with  it? 

Mr.  Leggett.  I  still  have  it. 

The  Chairman.  Unfortunately  a  great  many  Georgians  are  in  the 
same  fix.  Are  you  hurtii^  for  credit? 

Mr.  Leggett.  Well,  I  would  have  to  ask  my  banker  because  he 
has  it  along  with  me,  I  guess  at  this  present  time,  but  certainly  I 
think  if  we  go  into  makmg  production  loans  for  new  crops,  I  think 
we  are  beginning  to  hurt. 

The  Chairman.  You  think  we  ought  to  stay  with  the  tai^et  price 
loan  concept? 

Mr.  Leggett.  Yes,  sir. 

The  Chaihman.  What  would  be  your  recommendation?  What  appro- 
priate target  prices  would  be  for  cotton  and  appropriate  loan  level? 

Mr.  Leggett.  You  want  my  opinion  or  what  I  think  producers 
across  the  belt  on  a 

The  Chairman.  I  would  like  your  opinion  and  then  what  you  think 
the  producers  would  recommend. 

Mr.  Leggett.  My  personal  opinion  is  that  we  should  have  a 
target  price  of  around  50  to  52  cents  and  a  loan— 

The  Chairman.  About  the  cost  of  production? 
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Mr.  Leggett.  About  the  cost  of  production,  realizing  that  in  the 
original  bill  we  had  about  5)4  to  6  cents  if  we  remember,  on  the  profit 
side,  I  think  if  you  get  a  loan  price  in  the  neighborhood  of  production 
costs,  and  a  loan  of  about  80  percent  of  that,  and  I  think 

The  Chairman.  In  other  words,  keep  the  loan  lower  than  the 
target  price  concept  so  the  commodity  could  flow  freelj'  into  the 
channels  of  commerce? 

Mr.  Leqgett.  Yes.  I  also  would  urge,  I  think,  that  we  keep  the 
spread  between  the  two  from  being  too  far  apart.  I  think  we  run  a 
real  danger  here  of  getting  payments  out  of  hand.  I  think  that  the 
Treasury  people  and  you  Congressmen  and  Senators  should  also 
look  at  this  because  I  think  we  can  get  too  far  apart.  Yet  I  think  we 
need— we  have  to  have  loan  rates  high  enough  to  be  able  to  imance 
farmers.  I  do  not  think  there  is  any  question  about  it. 

The  Chairman.  I  think  that  maJies  sense. 

Senator  Young? 

Senator  YouxG.  I  was  interested  in  your  last  comment.  That  if 
you  had  too  wide  a  spread  between  the  loan  and  the  target  price,  you 
would  tend  to  have  a  lower  market  price  and  more  Government  pay- 
ments. I  tliink  you  are  right  that  if  we  have  too  high  a  loan  price 
then  there  is  more  of  a  tendency  that — the  cash  prices  would  be 
lower  and  the  target  price  program  would  cost  more  money, 

Mr.  Leggett.  I  think  this  is  unquestionably  true.  If  we  get  into 
a  payment  situation,  the  wider  the  spread  between  the  two  the 
higher  the  payment  is  more  likely  to  be. 

Senator  Young.  You  need  some  spread  but  not  too  much. 

Mr.  Leggett.  Right.  I  think  here  if  we  get  the  price  of  cotton 
down  to  the  target  price  or  just  below,  farmers  have  to  recover  the 
cost  of  production,  talking  about  in  terms  of  50,  52  cents,  I  think 
on  an  average,  and  yet  we  have  to  have  about  80  percent,  I  think, 
of  that  to  be  able  to  finance  through  our  banking  institutions. 

The  Chairman.  Senator  Dole? 

Senator  Dole.  Mr.  Denton  indicated  that  the  average  cost  of 
production  in  1974  was  abnormally  high.  Was  that  true  in  your  case? 

Mr.  Leggett.  No,  sir.  I  would  thmk  we  made  an  average  crop. 
We  did  not  make  a  real  good  crop,  did  not  make  a  real  poor  crop. 

The  Chairman.  What  was  the  yield? 

Mr.  Leggett.  It  varied  from  380  pounds  up  to  as  high  as  600  pounds. 
We  wound  up  with  about  480. 

The  Chairman.  Almost  a  bale  per  acre. 

Mr.  Leggett.  Almost  a  bale  per  acre.  The  cost  of  nitrogen  has  been 
one  of  our  big  items. 

The  Chairman.  And  pesticides  and  tractors  and 

Senator  Dole.  Are  you  pinched  much  by  the  payment  limitation 
in  your  own  case  or  not? 

Mr.  Leooett.  Not  unless  I  would  be  involved  in  more  than  one 
crop. 

Senator  Dole.  There  was  some  testimony  in  Mr.  Denton's  state- 
ment about  certain  handicaps  but  I  think  bein^  realistic,  it  is  probably 
going  to  remain.  I  do  not  see  any  change  in  this  Congress. 

^l^.  Leggett.  I  think  that  is  right  and  it  is  our  lai^er  producers  who 
would  be  affected  by  limitations.  I  think  they  need  not  be  unduly 
penalized  because  they  are  big  farmers.  The  largest  farmers  produce 
over  80  ])ercent  of  our  total  crop. 
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The  Chairman.  Any  further  questions? 

Senator  Bellmon.  I  would  like  to  ask  a  couple  of  questions.  I  do 
not  want  to  monopolize  things. 

When  you  talk  about  your  cost  being  53  cents  a  pound,  do  you 
get  a  credit  for  the  seed  in  addition  to  that?  Does  that  take  into  account 
the  credit  you  get  for  your  seed? 

Mr.  Lbggett.  It  pretty  well  takes  in  the  credit  we  get  for  our  seed 
which  in  our  area  is  pretty  smalt. 

Senator  Bellmon.  It  almost  takes  all  the  seed  to  pay  the  ginning 
costs? 

Mr.  liEQQETT.  I  believe  I  got  back  an  average  payment  of  about 
M-25  a  bale. 

The  Chairman.  As  I  recall  during  the  early  marketing  season  of 
cotton,  cotton  seed  was  very,  very  Tow  priced  and  then  it  escalated 
very  rapidly  after  it  got  out  of  the  hands  of  the  cotton  farmers;  is 
that  correct? 

Mr.  Legoett.  I  think  that  is  correct. 

Senator  Bellmon.  That  is  about  a  penny  a  pound. 

Mr.  Leggeti.  Just  about. 

Senator  Bellmon.  Would  that  reduce  your  cost  52  cents  or  did 
you  take  into  account 

Mr.  Legoett.  Possibly,  yes,  I  think  from  farm  to  farm  with  various 
field  sizes  and  types  of  land,  and  so  forth,  it  varies  somewhat. 

Senator  Bellmon.  One  of  the  problems  we  had  in  the  committee 
is  getting  accurate  figures  on  what  costs  are.  I  have  before  me  the 
figures  we  have  been  given  by  the  USDA  as  to  what  the  price  of  cotton 
was  during  recent  months.  You  still  have  your  cotton.  What  is  the 
most  you  could  have  sold  it  for  since  you  harvested  it? 

Mr,  Leggett.  Most  of  my  cotton — somewhere  around  38,  39 
cents. 

Senator  Bellmon.  What  months  would  that  have  been? 

Mr,  Leggett.  I  guess  January.  We  did  not  finish  off  until  December. 

Senator  Bellmon,  This  chart  I  have  shows  that  in  November, 
average  cotton  price  was  50}i  cents  a  pound  and  then  in  December  it 
shows  44.9.  Now,  that  does  not  jibe  with  the  Oklahoma  situation  at 
ilU. 

Mr.  Leggett.  It  does  not  agree  with  the  prices  which  were  offered 
for  cotton  in  December. 

Senator  Bellmon.  I  wonder  where  these  figures  came  from.  The 
USDA  says  that  is  the  average  price  of  cotton  in  this  country.  You 
are  from  North  Carolina;  I  am  from  Oklahoma.  There  must  be  some 
basis  in  between. 

Mr.  Leggett.  I  am  not  aware  of  it.  Contract  cotton  was  delivered. 
We  had  a  lot  of  cotton  in  the  country  contracted  at  60  or  65  cents, 
that  was  dehvered  in  November  and  December  which  held  the  prices 
up  on  an  average. 

Senator  Bellmon.  I  do  not  know,  Mr.  Chairman,  whether  we 
want  to  take  that  into  account  or  not.  When  I  think  of  cotton  prices, 
I  think  what  you  go  to  the  gin  and  get  your  cotton  for. 

The  Chairman.  Talking  about  spot  price  a  man  can  sell  it  for. 

Senator  Bellmon.  My  point  in  raising  the  question  is  we  have 
to  somehow  tighten  this  up  so  the  bureaucrats  downtown  cannot 
circumvent  the  will  of  the  Congress.  Our  tai^et  price  is  not  doing 
anybody  any  good.  The  cotton  farmer  is  losing  his  shirt. 
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TUi.-  ('iJAiHMA.\.  S«jjat<>r  Il*tlms. 

.Scnutijr  llici.Mtf.  Do  \ini  liav«  any  ligiires  available  to  you  about, 
)«>w  imirji  rot  loll  in  l;w)iK  ''<*'<'  «'"'''  as  you  are  holding?  In  Xorth 
('uniJiiiii,  for  iushiiicc? 

Mr.  l.k-.aar.TT.  In  N'orlli  Curolinu  w>rnetirn'*s  I  su-;pect  SO  perrent 
ol'  iIji;  iji)|)  is  ill  lilt*  liHiiil;-  of  llic  fiiniit'rs  or  more. 

.Mo>l  of  il  is  imili'i*  iinviiif  loiiii  rutlu^r  than  under  CCC  loan  be- 
cmiM'  of  ll.r  liiu'li  ihliTi'ni  iiiit's  of  Ct't^-  this  in  itself  puts  us  out  of 
ll..>l<mii  husiih^s^. 

Hi:iiiiliir  llti.Mfl.  ^iHi  lifiii'd  Scmitor  Bolhnon's  question  tiirected 
111  tlic  nntviiiuci  wiini'ss.  Wluit  is  vo'it-  opinion  about  the  5  month 
V!ii>ii=  Mil!  J  Bar?  "  , 

Mr.  l.GiKiKTT.  Oerttunl,v  fmm  my  uwn  personal  point  (ft  view,  and 
T  mil  ('.(irlainly  no  pxpitit  uu  linw  mtton  is  marketed  all  across  (he 
tliiititd  Klat»s,  but  we  mmket  in  North  Carolina  a  good  bit" of  our 
(U'tip  ill  Januttvy  and  Februnry.  Sii  if  yo\i  lyok  at  the  tremendous  cotton 
in  Nmili  CuvoUun  you  imil'ably  start  abolit  Noyeiri^'er  ppd  run 
liiiough  until  bVbnmiy.  And  yi»t  wp  realize  that  further  west  they 
»ltii'\  luui'koiintf  »ai-liei'  iban  tfiis  and  in  tho  hifh  plains  and  rollii^ 
|jaius  of  Te\as  nrobaMy  a  Uttlo  later,  so  it  would  require,  t  think, 
i-.ou&idivi'4lUe  ^tut(\'  ou  swuclnnly 's  part  to  n>ally  fiud  out  which 

Si*rtatw  t|tEL\i:i.  It  is  an  wthei-or  situation. 

Mr-  t.KotniTT.  'I'liat  may  be  an  answer  to  it, 

SiHi^tor  Helms.  \  have  no  funhef  (lut-stiou*.. 

'I'ho  iVniKy^x.  What  i-:  the  prt's<-ul  tX\'  interest  rate' 

Mr.  I.KWETi-,  t).;i7;9,:i5. 

'Ihi.-  I'HviKMvs.  Whm  i->  it  p:x><.ltcacet.l  o;i? 

Me.  l.KU'.Hi.ti-.  t.\>st  ti"  ill..*  Iniveniuieiu,  I  presuTf.if,  f^.-r  :Ui.ir.ey.  I 
utuk-1-sLii.ud  t.b,.'y  :;re  U'  review  u  this  riK'riiii.ijt. 

'I'hi.'  t,';i\iK\)  v\.  fivseii'i,  lobI  aiij  noL.  tin,'  ivyr-JKe  ■.■LirT^ian.lirj:  'nwr? 

\lr.  LsivtibiTf,  1  -.uu  rit't  ^.luv  5t.'rii'.or  Tuhiiady:e. 

Tho  t'HAiifMAS.  Wli:tE  jo  >"ii  ihii.'Ji  the  'oaii  rate  uuii'ic  '■•>  h<;'! 

Mr.  LKGuKTr.  Wc  livod  with  .■>!-;  perwnt:  I'or  a  loitir  rime  ;iin!  [  ttL'-.k 
wi'  liave  'o  have  Inicresl  nties  wo  '.'uii  tiv»;  wiili  aiid  I  ihiuk  yrubtibly 
5ii  iK>rten'r  and  ihiir  i:<  pi-i-sona'  ayiaiii. 

Thi)  '.'H.-i!ii\i.v\.  Souaror  .X-liun".' 

Senator  :\.i,Mi\.  \1~.  Li;»?t;en,  I   iii>i.  ;-ii!ue  ff.m  Aiitlmiun  wIht"  [ 

•ilill  li,.M'  'iie  ■oi'Oii  ')i'iaii>t'  ii  ''k'»   ■  xi-iioi  li  '.o  rmirkc   ami  ~oi<i  ir. 
liur,'  would  iiiii  hv  .■iii>iij,'H    d  inr.  .,tf  ili..  !(,iiii>,  N  niai   ^'le  -ii'iutioc. 

iha:    I)ir\ilils  ^<'llvi-i;i,'  " 
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enough.  Tou  know  the  legislative  process  better  than  I  and  I  do  not 
think  anybody  can  move  very  rapidly. 

Senator  Ali/BN.  Our  52-,  53-cent  estimated  cost  of  production, 
that  is  on  the  1974  crop? 

Mr,  Leoqett.  Yes.  ■ 

Senator  Allen.  Actually  prices  have  gone  up  a  whole  lot  ^ce  those 
expenses  were  incurred. 

Mr.  Lboqbtt.  Let  me  give  you  one  example;!  paid  $86  a  tofi  in 
1972.  In  1973  I  paid  S116  a  ton  for  it  and  in  1974  i  paid  $320  alion 
for  it  and  I  am  priced  today  at  $410  a  ton;       ■■:.:■...•  i' 

Senator  Bellmon.  If  you  can  get  it. 

Mr,  Legobtt.  If  I  ca^  gert  it.  This  shows  f^^]lj,'^ellave  a  600-perceiit 
increase  in  3  years. 

Senator  Allbk.  I  was  cited  an  exA  npteby  aa'Alabama  fanner  that  a 
yea^.  agtt>  11)0. ppt^ds'pf, calf,  tiuB.i^  py^'Jii.'^Mlhfer,  area,  but  <;frc6:- 
moditie^  are  jaeeded  la  twUi  places,:  li^O.potiij^jp^i^^f  would  biiy.  a 
ton  of  vDsuaonium  aitratAi  and.it-is  iiowT,--»owi'Jt  Wmild  take  1^W> 
pounds  to  biiythat'sftihe  bon-of  fertilizflr."""  ■"■'  »"'"'^    •■  ■   '• 

\Ir.  Leggbtt.  I  aii?,^ure  it'wl9ltld,',;41^,ia^)(i^^  area 

b  about  $195  a  ton.    ''.■','.'  ,    ,',|'     :'!',.,'i-,.i  !.-,,;.ii.f..i'M  I'-i' >.     ,.■■.'. 

Senator  Allen.  The  point  I  am  trymgitoiiBiBke'ieit^at-if  it  costs  52 

to  53  cents  last  year,  with  the  prices '«lreftdj^'ed^abed',  it  woild  run 

conaderably  more  than  that  tpdij^;  ■!,,  i. '.',.'.'.'!',,',',',' i  i,'-,'i       .  ■■  ''  "'■' 

Mr..LBOQBTt>'Itiiiiil(.'thatis:(K>frectt.:    ,:"_!;",/,'('('/-/'■';'■:  .i  ',■.  *' 

SeDat(»^Ai.LBN.'Toiiiake  tbe  i975'CEop."'<i'i.> '  •■,.w.,  ■.     •  .  Vt 

Mr.  LbOgbtt.  And  I  doiiot  believe  aflyprioe'Toti' are  going  trx',^ 

that  you  call  gti  throtigli  will'get  ufe.high  en<^^*h;t,^'jHdnt  the  co^ttcjii.^ 

in  1974. 1  do  not  believe  it  is  possible.  '  ', ,'.,  ,]i"  ''■'■'.■■'■ 

Senator  ALLKN.Thank-you.  ':-ri.,i.  ,  .*' 

TheCHAiHMAN.  Any  questions.  Senator  Cl^k:  *■■"'■  '  '      '''^ 

Senator  Clark.  No  questions.  /'^  i  '        ■   '.'',[■  I.' :.„  .  ",'"■'.' 

Senator  Bbllmon.  Mr.  Chairman,  May  I  a^E—TTTr  .!  ;■,  ,.'i 

The  CHAmMAN.  Certainly,  Senator BeUmon;   ■         .  ,  i    ;. 

Senator  Bellmon.  You  have  obviously  not  m^de  much  money '.ift 

cotton  this  year.  .'.;■'     '.'.'■,  ,  ', 

Mr.  Leggbtt.  That  ia  pretty  obvious.  .  .  ■ 

Senator  Bbllmon.  Are  you  going  to  plant  aiiiy  next  year?  ■    -t 

Mr.  Leggbtt.  Yes,  sir.  ;■ 

Senator  Bellmon.  Same  amount?  ,.,  '  .      .  ' 

Mr.  Leggbtt.  No,  gir.  I  will  plant  somewhat  less  than  I  planted 

last  year.  We  are  in  a  unique  situation.  Wo  need  /cotton  for  a  rotation 

crop  with  peanuts,  yerV  baidly.  We  could  substitute  com  but  if  we 

look  at  the  com  situation  we  arp  not  much  better,  o3'.  ;  . .  ', 

Senator  Bellhon.  That  was  going  to  bemy  point.  In  oui-  coaaijry 

people  are  shifting  out  of  cotton  into  wheat  and  we  are  going  to  ha* 

the  same  problem  in  wheat  that  we  had  in  i*ottOn  and  if  yon  go  tb 

com  it  will  cause  the  same  problem.  • .  .i     ,.  .  •  ' 

Mr.  IjEgqett.  I  think  that  is  right.  We  camiot  go  to  soybeans  04 

our  land.  We  will  have  an  increase  in  soybeams' but  it  will  eorae  from 

cotton  and  com  planted' beyond  it-" —  ";■;  ^.'^  ;■,'■   ■'""  '  j.'' 

Senator  Yot.>'G:  .Wlifit,  other  crij.ps  dp  ygiijaisc)  spades  cottoli?.      ,, 

Mr.  Lbggstj.  Tobaccoi  peanuts,  corp.y.eojr)MfUia,.and  some  whfia,t. 


,y  Google 


696 

Scmilor  YouNU.  Voii  arn  atxiut  like  some  of  our  farmers.  Wheat  has 
liiiiil  for  llu'ir  cfttllc  oimrntions. 

Ml".  IjKoqett.  W«  do  not  grow  vcrj-  much  wheat.  We  grow  very, 
v((r,v  Utile. 

S(!iiiil(ir  ^'ouNO.  Similar  to  our  area  though — some  of  the  other 
(U'Ojis  lend  to  )if>l]i  keep  you  going. 

Mr.  Leoqktt.  Yfs,  tohacco  and  peanuts  primarily. 

The  (.'haihman.  Tliai\k  you  very  much.  We  appreciate  your  con- 
tiibutiun,  Mr.  I^eggett. 

[The  im'ptircd  staletiiont  of  Mr.  Denton  follows:] 


Mr.  ChniriDHi).  W«  twtifittd  before  this  Committee  two  ^ears  ago  when  the 
AgrloiiUure  »nd  ConsuiDfr  Protection  Act  of  1973  was  beiog  considered.  Our 
ptwltiiiii  at  that  time  was  that  the  market-oriented  approach  of  the  1970  Act  be 
MinHniied  with  some  relatlv«l]r  minor  modificsticms.  Much  of  wh&t  was  embodied 
1*  the  Act  of  1V73  noelved  our  full  support.  Some  aections,  of  eonrse,  were 
itisnpiKiiiitinK.  .Among  our  reoommandations  included  in  the  1973  Act  were: 
A  loan  related  tu  thm-year  average  market  prices. 

Payments  thai  were  expected  to  hup  cover  production  costs  and  a  reason- 
able return  when  the  market  failed  in  this  respect. 
A  minimum  baMaBatment. 
A  bull  woe^-i)  (nMUoaUos  program. 

Th(^  1973  \ot  was  oontraiy  to  our  reoommendaticma  in  some  respects,  such  as 
the  $iH>,l>0(>  payment  limitation  and  continuing  to  baae  the  loan  on  M-1"  rather 
than  SI>M  1  1  16",  which  is  the  base  qualltr  for  spot  and  futures  quotations. 

While  there  »r«  many  features  of  the  1973  Act  that  the  ootbHi  iudostry  likee, 
wiiler  pxeseoi  coniliUotts  it  is  not  working  weU  for  cotton.  Our  recommendations 
will  lie  for  needed  adjustments  in  the  1973  Act  which  win  pontit  its  market- 
orlenled  approach  to  w»k  in  a  way  that  will  lead  toward  greater  statuUtj-  and 
Muitiuuily  vt  operations. 

Atin<Mt  as  soon  as  the  197S  Art  became  law,  unforeseen  events  began  occurring 
that  crippled  its  usefuluetia  for  cotton.  Inflation  and  the  increase  in  the  fedenu 
luiuiuium  wajiie  hind  alc«ad^'  begun  to  have  neater  effect  on  farm  costa-  On  top 
i>f  this,  the  Arab  i^il  embai«o  sent  fuel  and  larra  chraaical  prices  skr-rocketinK. 
In  addition,  the  t^conomic  i^abiliiation  Kogram  was  beginning  to  interfere  witn 
prvNiucCiiiu.  catbiiug  shortages  ot  various  products  and  thus  fueiing  further 
ikflatiuu. 

The  reisuUiug  sharylv  higher  production  cost  is  the  main  reason  Chat  Che  Act 
irf  1973  t-*  ti.-t  wi.rkiuj[  well  tor  cotton. 

The  average  c->.>^t  of  produciu^cotton.  as  determined  by  USD  A.  rose  sharply 
frviiu  'S'i'-i  Lvuts  per  pound  in  1973  to  more  than  50  cents  in  19T4.  We  reeognue, 
ol  c«.'urNf ,  thiC  the  estrem^v  poor  1974  ^elds  ia  some  regions  made  1974  ccets 
abn>.>rtti;Uty  hi^h.  But  even  if  averase  vi^cb  had  been  attained  all  aeroes  the 
Cott.'ti  B>.-U.  toe  ewt,  per  pound  would  have  averaged  about  43  cents.  Inflation 
has  tiot  yet  beeeo  checked,  so  even  under  concfitions  of  normal  yirid  it  would  be 
lensotiable  tu  expect  197^  costs  to  be  above  43  emits. 

A  tiuKec  price  well  betow  the  average  cost  o<  production  obviously  renders  the 
law's  ijav'iieot  pruvisiou  aliauHt  mesJiinMess.  We  should  say  at  this  paint  that 
regfudli-^n  i>f  the  target  price  level,  the  £30,000  Umit  ha?  an  extiemelr  serious 
ivftptwC  ou  rtiatiy  cuCCoo  growers  who  produce  a  very  large  part  of  the  l^.S.  crop. 
Nut  to  tboi>e  not  subject  to  liotitatioos,  the  payment  provision  is  &  vital  aspect  (rf 
the  eot:on  prugniiu,  ae«dMi  to  provide  the  iocentive  w  grow  the  cotton  requirc- 
ineiits  i.'C  <,-ur  domestic  mills  ami  export  customers. 

Ttte  jr-'weri  who  are  affected  by  pnymout  limitations  have  mainiy  the  sTpected 
martlet  price  ii;«  nu  iucmitive  to  grow  cotton,  and  for  aU  growers  this  is  the  only 
iitceiitive  to  vlant  more  than  Che  base  allobnenC.  The  loan  provision  of  the  197*3 
\ct,  tht-refor^.  is  highly  imooriant  as  an  indicator  of  Ule  m-tnim-um  market  price. 

The  1974  tujn  level  of  27.00tt  for  SLM  1  1/16"  bas  little  meiuung  when  the 
QOot  is  ill  the  mid-fortiei».  Almost  no  producer  can  cover  out-of-pocket  expenses 
by  putting  coicun  in  th»  loan.  And  when  the  USDA  announces,  as  it  «fid  in  1973 
and  1974,  thut  even  this  tow  level  may  be  lowered  still  further  j'tst  before  harvest, 
tiio  pnnluctiou  iucentive  coming  from  the  law  is  eompleteiy  nullified. 
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the  kind  of  inteipretation  USDA  has  made  of  the  loan  provision  of  the  1U73  Act. 
[t  seems  to  ua  that  the  law  clearly  states  that  the  loan  rate  ie  to  be  made  final 
bv  November  1  prior  to  the  planting  of  the  crop.  When  this  is  not  done,  planninK 
is  made  much  more  difficult,  and  private  production  financing  cannot  be  secured' 
by  the  loan,  as  has  been  a  common  practice  in  the  post. 

Just  as  U.S.  cotton  production  costs  have  been  affected  by  inflation  and 
lugher  crude  oil  prices,  so  have  the  costs  of  the  libors  with  w^ich  our  cotton 
competes.  This  is  reflected  in  the  price  increases  for  man-made  fibers  that  have 
occurred  in  the  last  year  or  two.  Polyester  staple  prices,  for  example,  are 
iveraging  about  49|t  today,  compared  with  the  low  or  middle  thirties  a  couple 
of  years  ago;  and  rayon  staple  hns  moved  up  even  more  to  around  56t'.  Some 
man-made  fiber  companies  are  stating  publicly  that  they  expect  higher  prices 
lUer  this  year. 

Foreign  cotUin  growers  have  costs  more  and  more  similar  to  ours.  This  is 
indicated  by  the  reduced  plantings  in  Southern  Hemisphere  countries  last 
rammer  and  fall  in  response  to  cotton  prices  that  were  declining,  but  which  at 
that  time  were  still  substantially  higher  than  at  present. 

litUB,  there  is  solid  evidence  that  cotton  prices  at  present  levels  arc  well  below 
what  w  required  to  meet  competition  from  man-made  fibras  and  also  well  bctow 
the  general  price  range  that  would  encourage  foreign  cotton  production. 

Beyond  this,  cotton  prices  apparently  arc  too  low  to  compete  effectively  with 
other  crops  for  land  and  other  production  resources  in  many  areas  of  our  own 
country.  At  the  same  time  that  cotton  production  costs  were  rising  rapidly  and 
prices  were  declining,  the  prices  of  alternative  crops  were  moving  up  sharply 
because  of  weather  problems  last  year  and  the  rising  demand  for  food  and  feed 
crops.  As  a  result,  growers  indicated  in  January  that  they  intended- to  cut  back 
IttfS  cotton  acreage  32%  from  last  year  to  a  level  which  is  even  below  the 
notional  allotment. 

In  addition  to  the  more  attractive  prices  of  alternative  crops,  a  number  of 
other  factors  are  discouraging  the  planting  of  cotton  and  creating  a  very  negative 
cavironment  for  a  market'K>nented  government  cotton  program: 

Use  of  DDT  has  been  banned,  and  other  essential  pesticides  threatened. 
Overiy  stringent  regulations  concerning  worker  safety,  the  handling  of 
petroleum  products  and  the  application  of  pesticides  have  been  imposed  or 
propoeed. 

Research  and  market  development  funds  authorised  by  the  1973  Act  have 
be«n  severely  reduced. 

Because  of  extreme  cotton  price  fluctuation,  some  salee  contracts  have 
been  broken  and  fulfillment  of  many  others  threatened. 

Export  controls  are  frequently  proposed  by  some  members  of  the  Congress 
and  other  per^ioDS  of  national  prominence. 

Disaster  payments  authorized  by  the  1973  Act  have  been  denied  or  greatly 
reduced  in  many  cases  by  USUA  regulations  that  serve  to  nullify  paymente 
in  many  hard  pressed  areas.  USDA  has  promised  to  act  on  changes  we 
suggested,  and  we  are  hopeful  that  a  meaningful  program  will  result  very 
soon,  since  planting  of  the  1975  crop  has  already  begun  in  South  Texas. 
The  Federal  Power  Commission  and  some  local  distributors  have  refused 
to  t^ve  nitrogen  fertiliser  manufacturers  a  higher  priority  for  natural  gas, 
Accentuating  the  fertilizer  shortage  and  resulting  in  higher  prices. 

Federal  regulatory  requiremente  intended  to  protect  textile  workers  from 

byseinosis  and  consumers  from  flammable  textiles  have  already  cost  cotton 

substantial  chunks  of  its  market  and  threaten  a  far  larger  part. 

"ITie  €nimulative  result  of  all  these  discouraginK  factors  is  to  reduce  greatly 

the  incentive  for  growing  cotton,  making  it  entirely  posKible  that  the  lt>7r>  and 

some  future  crops  could  be  enough  smaUer  than  market  requirements  to  place 

OS  ajcalD  at  a  serious  competitive  disadvantage. 

We  recognize  that  the  main  reason  for  today's  low  cotton  price  is  economic 
reeession  all  over  the  world.  One  result  has  been  that  export  contracts  for  about' 
a  million  laales  sold  to  several  Far  Eastern  countries  have  thus  tar  not  been 
honored,  and  the  uncertainty  as  to  whether  this  cotton  will  be  shipped  is  seriously 
depressing  prices,  fiut  this  fact  doesn't  help  the  producer.  Recessions  will  con- 
tinue to  occur  from  time  to  time.  Mother  Nature  sometimes  smiles  rather 
broadly  at  us,  producing  unusually  large  cotton  crops  here  or  abroad,  and  this 
can  temporarily  drop  prices  very  low.  She  also  frowns  at  us — several  times 
recently — and  we  have  had  very  poor  crops.  One  of  the  basic  purposes  of  a 
ptvemment  cotton  program  is  to  help  smooth  out  to  some  degree  the  extremely 
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wide  price  fluctuations  that  can  result  from  these  temporary  forces  that  are 
beyond  control.  Without  it,  we  tend  to  get  overre&ction  that  results  in  too  little 
or  too  much  production.  Our  recommendations  are  pointed  towud  making  the 
Azricuiture  and  Consumer  Protection  Act  of  1973  meet  this  basic  purpose  more 
eflectively. 

Some  comments  and  interpretations  concerning  our  recommendations  are  in 
order.  The  heart  of  the  present  govenunent  cotton  program  is  the  price  support 
loan  and  the  target  price.  As  we  mentioned  earlier,  tremendous  production  cost 
fncrea--ies  have  been  imposed  by  inflation  and  energy  prices,  both  on  cotton 
growers  imd  their  competitors..  Target  prices  and  loan  levels  that  were  adequate 
when  tiie  1973  Act  was  passed  are  no  longer  adequate. 

While  our  recommendations  do  not  specify  a  figure,  Mr.  Chairman,  one  possible 
procedure  for  arriving  at  a  more  realistic  target  price  has  occurred  to  a  number  of 
our  people.  When  the  38(t  target  price  was  established  in  1973,  we  were  working 
with  an  average  production  cost  of  32%i.  Perhaps  a  simitar  relationship  between 
|W)duction  cost  and  target  price  might  be  maintained,  based  on  1974  coet  of 
43li  per  pound  if  rields  .had  been  roore  normal. 

You  mny  wonder  about.the  meaning  of  our  recommendation  that  increases  in 
the. Prices  Paid  Index  duriiig  1974  be  inoluded  in  target  price  calculations.  This 
represents  a  bare  minimum  increase,  Mr.  Chairman.  Certainly  the  extremely 
large  price  increases  of  1974  at  the  very  least  ought  to  be  reflected  in  the  target 
pfice  adjustment,  effective  for  1975.  .     . 

lOne  of  our  recommendations  points  out  that  payment  llmitationst  create  serious 
inequities  among  producers  and  asiu  that  the  program  minimize  those  inequities  to 
thf  greatest  extent  poasible.  This  would  be  accomplished  by. keeping  the  market 
ptice  from  dropping  too  great,  a  distance  below  the  target  price. 

:ln  our  recommendatioi^, concerning  the  loan,  Mr.  Chairman,  we  recognise  that 
the  four  criteria  we  pre;^nt  tend,  to  some  ext«nt,  to  pull  in  different  urectians. 
For  example,  a  loan  level  that  fully  assured  adequate  U.S.  production  might 
Unduly  encourage  an.  increase  in  foreign  production.  But  this  is  the  kind  of  tension 
that  always  exists  when  pricing  decisions  are  made.  Every  businessman  wants  to 
price  his  product  high  enough  to  make  a  profit,  but  he  recognizes  that  his  proflt . 
alfu>  depends  on  doing. a  satisfactory  volume  of  business.  Therefore,  his  price  has 
to>  be  low  enough  to  compete  foe  the  volume  he  needs.  The  cotton  industry  finds 
it^^lf  in  just  this  position.. 

Wc  recognize,  too,  Mr.  Chairman,  that  because  of  unusually  good  yields  or 
tttmpornry  economic  problems,  prices  can  fall  far  IkIow  normal  .competitive 
requirements.  The  loan  level  should  be  such  that  growers  can  pay  oS  a  substantial 
ptirt  of  their  production  credit  from  the  proceeds  of  the  loan  and  avoid  dumping 
cotton  on  the  market  when  prices  are  unduly  depressed. 

On  the  matter  of  forward  contracting,  Mr.  Chairman,  our  industry  has  worked 
hard  to  facilitate  this  relatively  new  marketing  practice.  A  Council  committee 
has  developed  a  model  contract,  and  is  still  working  on  its  improvement.  But 
the  committee  has  found  no  practical  way  to  assure  performance  by  the  parties 
to  contracts. 

-Therefore,  we  supported  in  the  last  Confess  a  bill  by  Senator  Bellmon  that 
would  have  requtrea  USUA  to  encourage  private  insurance  companies  to  form  an 
asBUCiation  for  that  purpose,  with  the  government  covering  a  portion  of  extra- 
ordinary lo!<.ses  in  the  early  years.  We  hope  this  Committee  will  see  fit  to  move  on 
this  bill  agtun. 

.Many  growers.were  hard  hit  by  unfavorable  weather  last  year  and  have  been 
u«uble  to  pay  off  production  loan.s.  For  them,  additional  crc<lit  to  farm  in  197o 
la  simply  unavailable  from .  private  sources.  Senators  Eostland,  Stennis,  Dole, 
Allen,  and  Young  have  offered  S.  555,  which  would  give  such  people  greater 
access  to  Farmers  Home  Administration  loans.  We  hope  that  tiiis  bill  will  receive 
favorable  consideration. 


That  the  National  Cotton  Council; 

(.  Work  for  unrestricted  sales  of  U.S.  raw  upland  cotton  in  world  markets; 

2.  Recognize  that  the  current  target  price  level  is  less  than  adequate  to  insure 
a. profitable  return  to  a  significant  number  of  cotton  producers  and  should  be 
rai-sed  to  a  level  that  will  insure  an  adequate  supply  of  cotton  to  n  '  " 
viable  U.S.  cotton  industry; 


„Google 


599 

3.  Recommend  that  the  target  price  calculations  of  the  1973  law  include 
increases  in  the  index  of  prices  paid  bv  farmers  for  production  itemx,  interest, 
tues  and  wage  rat«3  during  the  calendar  year  1974; 

4.  Favor  a  long-range  government  cotton  program  which  will: 

A.  Protect  net  form  income; 

h.  Assure  dependable  supplies  of  American  cotton  at  more  stable  and 
competitive  prices,  fully  adequate  to  meet  the  needs  of  our  customers  both 
here  and  abroad; 

C.   Maintain  the  competitive  one-price  system; 

d.  Recognize  that  a  farmer's  benefits  from  a  price  support  or  payment 
program  should  not  be  limited;  and  support  and  work  for  those  farm  program 
pravisions  and  administration  policies  which  will  to  the  greatest  extent 
possible  minimize  the  inherent  inequrtiea  of  payment  limitations,  because 
liniitBtioiis  on  program  pSiyments  at  any  Level  create  serious  ineauities 
between  regions  and  between  individual  growers  within  regions  and  such 
inequities  are  highly  detrimental  to  the  industry  and  to  all  cotton  producers 
regardless  of  size  or  location; 

e.  Recognize  that  payments  under  the  Disaster  Section  of  the  1073  Act 
should  not  bo  subjected  to  payment  limitations; 

f.  Authoriie  the  transfer  of  allotments  among  farms  within  a  state  by  sale 
or  lease; 

g.  Allow  release  of  farm  allDtmeots  for  reapportionment  by  county  A8G 
committees  in  order  to  preserve  allotment  history; 

h.  Provide  for  the  determination  of  farm  yields  for  payment  purposei 
based  on  a  moving  three-year  average  for  the  farm,  adjusted  for  abijprmal 
coDditioDS  beyopd  the  control  of  the  farm  operator; 

i.  Provide  for  the  protection  of  Individual  farm  cotton  allotment  history 
only  through  the  planting  of  cotton,  the  release  or  transfer  of  the  allotment, 
or  other  pnivisions  of  the  present  law ; 

5.  Work^foT  a  Commodity  Credit  Corpo(;atioa  pri^gram  to: 

a.  Strengthen,  to  the  greatest  extent  passible,  industry  advice  and  partici- 
pation in  the  administration  of  the  cotton  loan  program  and  management  of 
CCC  Btoiks; 

b.  Provide  for  a  more  realistic  loan  program  which  will  (1)  promote  the 
orderly  marketing  uf  cotton,  (2)  assist  in  crop  financing,  (3)  assure  adequate 
U.S.  production  at  competitive  prices,  and  (4)  not  unduly  encourage  an 
increase  in  foreign  production; 

c.  Improve  data  and  procedure  under  which  theloan  rate  is  ealctilated; 
d.'  Determine  and  announce  as  final  a  loan  level  by  November  1  of  the 

calendar  year  preceding  the  marketing  year  for  which  the  loan  is  to, be 
effective; 

e.  Establish  CCC  interest  rates  which  will  not  be  at  a  level  thiit  will 
discourage  use  of  the  loan  br  producers; 

6.  Recognizing  that  forward  crop  contracting  has  become  a  signilicant 
marketing  practice,  continue  to  work  to  find  solutions  to  the  problems  of  contract 
performance  by  both  buyer  and  seller; 

7.  IJevelop  a  program  under  which,  with  government  assistance  farmers,  buyers 
and  exporters  would  be  insured  or  protected  against  default  by  parties  to  crop  or 

8.  Support  appropriations  for  the  Farmers  Home  Administration  and  efforts  to 
broaden  its  lending  authority  in  order  to  alleviate  growers'  credit  problems; 

The  C'HAiRiiAN.  The  next  witness  is  Mr.  Frank  Mitchener,  chair- 
man of  (he  executive  committee,  and  B.  F.  Smith,  executive  vice 
president,  Delta  Council,  Stoneville,  Mias. 

STATEMENT  OF  FSANE  UITCHEBER,  CHAIRMAN,  EXECUTIVE 
COMMITTEE,  DELTA  COTTNCIL,  STOKETILLE,  HISS. 

The  Chairman.  Delighted  to  have  you  hack  before  our  committee, 
ar.  I  rememher  my  visit  down  there  very  pleasantly  2  years  ago, 

Mr.  MiTCHENEH.  Hope  you  come  back. 

The  Chairman.  Thank  you.  You  may  insert  your  statement  in  full 
in  the  record  and  summarize  it. 
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Mr.  MiTCHENER.  I  would  like  to  say  I  am  aupearing  in  place  of 
Mr.  Henry  Self,  President  of  the  Delta  Council,  who  could  not  be 
here  because  he  had  a  death  in  the  family.  That  is  why  I  am  here. 

An  adequate  supply  of  cotton  is  of  basic  importance  to  all  segments 
of  the  cotton  industry;  however,  the  current  cotton  pr<^ram  cannot 
work  successfully  except  under  a  condition  of  "short  supply."  A 
scarcity,  or  the  threat  of  a  scarcity,  is  necessary'  to  stimulate  prices 
to  levels  that  will  reasonably  compensate  cotton  farmers.  This  contrib- 
utes to  a  "roller-coaster"  condition  of  high  prices  and  tight  supply 
which  causes  a  loss  of  markets,  followed  by  a  period  of  more  adequate 
supply  and  depressed  prices.  On  each  occasion,  cotton  markets  are 
seriously  eroded. 

Under  these  chaotic  conditions,  textile  manufacturers  are  reluctant 
to  buv  cotton  and  turn  more  and  more  toward  fibers  that  offer  more 
stability  in  supply  and  price.  Neither  textile  manufacturers  nor  cotton 
shippers,  under  current  high  interest  rates,  are  willing  or  able  to  carry 
more  than  minimum  inventories.  This  raises  the  question  of  who  nill 
finance  the  carryover  that  is  needed?  Unless  some  wav  is  found  to 
carry  adequate  stocks,  even  a  modest  carryover  will  depress  prices 
severely.  While  the  problems  of  the  cotton  industry  must  be  dealt 
with  on  a  multifront  baas  including  cost  reductions  and  aggressive 
promotion,  unless  we  solve  the  basic  problems  of  supply  and  price 
instahility,  we  will  continue  to  lose  markets. 

In  moving  to  meet  this  problem,  careful  consideration  should  be 
given  to  modifying  certain  provisions  of  the  current  law  to  provide 
for  more  stability  in  sup^y  and  price  while  maintaining  a  market- 
oriented  cotton  industry.  We  believe  that  this  can  be  accomplished. 

Throughout  most  of  its  long  history,  the  CCC  loan  has  provided 
very  usefiil  functions  with  little  cost  to  the  Government.  It  has  served 
aa  an  orderly  marketing  tool,  provided  a  mechanism  through  which 
adequate  supplies  could  be  carried  at  reasonable  costs,  and  has  aided 
farmers  in  obtaining  production  credit.  On  occasions,  the  loan  has 
been  set  at  too  high  a  level.  However  on  balance,  the  CCC  loan  pro- 
gram ha-s  contributed  materially  to  stability  of  both  price  and  supply. 

Legislative  changes  in  1970  and  1973  moved  away  from  the  concept 
of  the  loan  as  an  orderly  marketing  tool.  An  extremely  low  loan  and 
even  a  low  market  price  were  not  so  difiruptive  so  long  as  payments 
were  unlimited  or  were  even  limited  to  $55,000.  Low-level  payment 
limitations  and  a  target  price  that  falls  below  production  costs  coupled 
with  a  low  loan  anu  high  CCC  interest  rates  however,  forces  many 
farmers  to  take  whatever  price  is  available  when  they  harvest  their 
crops.  Market  prices  tend  to  be  favorable  when  demand  outruns 
supply.  When  the  reverse  is  true  and  production  costs  are  skyrocket- 
ing, results  can  be  devastating  to  producers  and  eventually  to  the 
entire  cotton  industry. 

As  a  step  toward  solving  this  problem,  it  is  proposed  that  the  law 
be  amended  to  provide  cotton  farmers  with  an  18-month  nonrecourse 
loan  that  can  function  effectively  as  both  an  orderly  marketing  (ool 
and  as  a  mechanism  for  carrying  needed  stocks.  Sales  out  of  the  lotin 
during  this  period  could  only  be  made  by  the  producer.  The  interest 
rate  for  CCC  loans  should  be  at  a  level  that  would  encourage  farmers 
to  use  the  loan  in  orderly  marketing.  The  level  of  the  loan  should  not 
be  high  enough  to  guarantee  a  profit  to  the  producer  but  should  be 
high  enough  to  promote  orderly  marketing  and  assist  produceis  in 
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obtaining  needed  production  financing.  If  in  the  future,  the  CCC 
should  accumulate  an  inventory  of  cotton,  salea  from  CCC  stocks 
should  be  made  in  a  maauer  that  would  not  depress  the  price  of 
cotton  held  by  Uie  farmer. 

A  program  of  this  kind  could  be  provided  with  minimum  changes 
in  the  law.  If  administered  effectively,  such  a  program  would  tend  to 
stabilize  supply  and  price.  Cotton  farmers  would  still  have  to  look 
to  the  market  for  a  profit  but  would  not  be  forced  to  dump  their 
crop  on  a  depressed  market.  They  could  put  a  portion  of  their  cotton 
in  tne  loan  and  market  it  in  an  orderly  and  effective  manner.  Textile 
mills  could  depend  upon  an  adequate  supply  of  desired  qualities  and 
could  make  long-range  plans  with  the  assurance  that  raw  materials 
would  be  available  at  relatively  competitive  prices. 
Mr.  Chairman,  we  specifically  recommend: 

One.  A  target  price  for  cotton  that  reflects  inflation  and  the  sharp 
increases  in  production  costs  with  escalator  provisions  that  include 
increases  in  costs  incurred  in  1974.  We  agree  with  you  that  your  sug- 
gestion for  a  50-cent  target  price  is  realistic; 

Two,  A  CCC  loan  levei  for  upland  cotton  that  is  more  realistically 
related  to  the  cost  of  production.  We  wish  to  emphasize  the  fact  that 
the  level  of  the  loan  snould  not  be  high  enough  to  guarantee  a  profit 
since  such  a  level  could  cause  farmers  to  produce  for  the  loan  and 
contribute  to  a  surplus.  We  beUeve  that  a  CCC  loan  for  upland  cotton 
of  40  cents  per  pound  would  accomplish  the  desired  objectives  without 
contributing  to  the  accumulation  of  surplus  supplies; 

Three.  The  revision  of  CCC  regulations  to  provide  producers  the 
opportunity  to  maintain  cotton  in  the  loan  for  an  additional  8-month 
period.  Current  law  already  provides  for  extended  loans  and  it  is 
used  frequently  for  grains.  We  ui^e  that  this  extension  be  specifically 
provided  as  an  option  to  the  cotton  farmer. 

Fourth,  Interest  rates  on  CCC  loans  that  will  encourage  farmers  to 
use  the  loan  for  orderly  marketing.  The  interest  rates  on  CCC  loans 
were  increased  twice  in  1974,  from  5K  percent  to  TH  percent  and  then 
to  9.375  percent.  High  interest  rates  will  greatly  limit  the  value  of  the 
loan  as  an  orderly  marketii^  tool. 

I  have  inserted  a  record  of  loans  over  the  past  several  years  in  my 
prepared  statement.* 

Fifth. That thefinal  loan  rate  be  announced  prior  to  November  1  of 
the  year  preceding  the  marketing  year  for  which  the  loan  is  effective. 
A  loan  that  can  be  adjusted  downward  until  August  of  the  following 
j-ear  when  the  new  crop  is  almost  ready  to  harvest  has  little  value  as  an 
orderly  marketing  tool  or  as  an  aid  in  crop  financing.  While  we  believe 
current  law  is  clear  with  respect  to  this  matter,  the  USDA  interpreta- 
tion provides  for  the  announcement  of  a  preliminary  loan  prior  to 
November  1  with  the  stated  intention  of  reducing  the  loan  if  condi- 
tions warrant ; 

Sixth,  Changes  in  the  Farmers  Home  Administration  disaster  assist- 
ance programs  to  make  these  programs  more  responsive  to  the  needs 
of  farmers  who  suffer  crop  disasters.  A  bill  to  assist  farmers  suffering 
disasters  in  obtaining  needed  production  credit  has  recently  been 
introduced  in  the  Senate  by  Senators  Eastland,  Stennis,  Dole,  Allen, 
and  Young,  We  wish  to  strongly  endorse  this  bill  and  urge  that  the 

•See  p.  eai. 
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Seflrite  Agriculture  and  Forestry  Committee  give  this  matter  priority 
attention.  Farmers  throughout  the  Lower  Mississippi  Valley  and  in 
other  portions  of  the  Nat(on  suffered  inaior  disasters  in  1973  and  in 
]974  and  many  farmers  are  unable  to  obtain  production  credit  for 
1975. 

The  Chairman.  Do  you  farm? 

Mr. MiTCHBNEH.  Yesjlsuredo. 

The  Chairman.  How  many  bales  of  cotton  did  you  produce  last 
year? 

Mr.  MiTCHBNEH.  About  7,000. 

The  Chairman.  And  the  cost  per  pound  to  produce  it? 

Mr.  MiTCHBNER.  Well,  I  would  rather  tell  you  what  it  costs  us  per 
acre  because  we  were  fortunate  to  make  a  fairlj'  good  yield.  It  cost  us 
about  $240  an  acre  and  we 

The  Chairman.  What  was  your  average  yield? 

Mr.    MiTCHENER.    About    575    pounds. 

The  Chairman.  So  Senator  Stennis'  estimate  this  morning  about  the 
cost  in  the  delta  area  which  is  the  most  efficient  production  in  the 
State  of  Mississippi,  I  assume,  46, 47, 48  cents  a  pound,  is  reasonable. 

Mr.  MiTCHENER.  Yes,  sir.  We  had  bought  a  lot  of  supplies  in  1973 
because  we  anticipated  that  they  were  going  up  and  we  did  make  a 
good  crop  in  197-3.  We  therefore  had  some  capital  that  we  could  invest 
and  we  invested  it  in  supplies  for  1974.  Oiir  individual  costs  were  some- 
what less  than  they  would  otherwise  have  been. 

The  Chairman.  Do  you  think  the  committee  ought  1o  stick  to  the 
target  price  concept? 

Mr.  MiTCHENER.  Yes,  I  do. 

The  Chairman.  You  heard  Mr.  Leggett's  testimony  a  moment  ago 
in  which  he  stated  that  he  thought  that  we  ought  to  have  tai^et 
price  at  or  about  the  cost  of  production. 

Mr.  MiTCHBNER.  Yes,  sir. 

The  Chairman.  And  the  loan  level  of  about  80  percent  of  the  cost 
of  production.  Would  you  concur  with  that  recommendation? 
'    Mr.  MiTCHBNER.  Yes,  sir.  We  think  that  the  target  price  should  be 
around  50  cents  and  the  loan  price  about  40  cents  which  would  be  that 
same  relationship. 

The  Chairman.  Any  further  questions? 

Senator  Bellmon. 

Senator  Bellmon.  Mr.  Chairman,  there  is  one  thing  that  troubles 
me  about  figuring  these  costs.  When  you  figure  that  price  of  200, 
whatever  it  was  an  acre,  what  wa.s  the 

Mr.  MiTCHENER.  $240  an  acre. 

Senator  Bellmon.  You  figured  that  based  on  what  you  paid  for 
your  machinery,  I  suppose. 

Mr.  MiTCHBNER.  Yes,  sir.  This  includes  everything.  The  cost  of 
machinery  is  in  depreciation. 

Senator  Bellmon.  But  if  you  went  to  buy  that  same  machine  now 
it  might  cost  you  40  percent  more. 

Mr.  MiTCHENER.   Yes,  sir. 

Senator  Bellmon.  When  you  are  figuring  cost  you  ought  to  figiire 
on  replacement  cost  of  equipment,  not  what  you  paid  for  it  5  or  10 
years  ago. 

Mr.  MITCHENER.  Perhaps  so,  but  we  do  figure  depreciation  in  that 
cost. 
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Senator  Bellmox.  But  depreciation  based  «n' wh'al  the  rtta- 
chinerj- ,  .      .  _"" 

Mf,  MiTCHEJTER,  What  it  cost  originaHy,  yes,  sir. 

Senator  Bellmon.  If  you  were  to  make  an  estimate  how  much 
more  would  that  machinery  cost  you  now  than  you  have  it  on  yoi^ 
books  for? 

Mr.  MiTCHEN-ER.  T  would  think  at  least  twice  as  much  bccauyc  a 
lot  of  it  was  purchased  5  or  6  years  ago. 

Senator  Bellmon.  This  is  where  I  think  we  ought  to  be  cflrefdK 
When  these  farmers  are  givii^  us  their  costs  they  are  using  figurt^' 
that  are  not  realistic. 

The  Chairman.  I  think  that  is  true  of  all  industry  today.  Some  of 
the  depreciation  schedule  is  not  realistic  because  it  is  predicated  on  A 
cost  basis  and  not  present  prices.  ,     ' 

Senator  Allen. 

Senator  Allex.  One  thought  occurred  to  me.  You  spoke  of  having 
capital  that  j'ou  invested  in  supplies  in  your  cost  of  production.  Did 
von  fi^re  a  theoretical  interest  rate  on  that?  I,' 

'  Mr.  MiTCHENER.  No,  sir.  We  did  not.  We  should  have. 

Senator  Allen.  The  average  farmer,  of  course  has  to  borrow  monejf 
to  cover  what  you  had  money  enough  to  buy.  ■ ' ' 

Mr.  MiTCHBNEE.  Yes,  sir.  That  is  why  I  think  when  you  asked  nlfl 
my  cost,  perhaps  I  should  say  that  there  has  been  some  work  done  at 
the  Delta  Branch  experiment  station  and  they  are  figuring  that  tot' 
1975,  and,  of  course,  they  are  projecting  wiiat  supplies  might  lost, 
and  interest,  they  are  talking  about  $270  an  acre.  Now,  that  includes 
ginning,  so  if  you  consider  ■  '.' ' 

STATEHENT  OP  B.  P.  SMITH,  EXECUTIVE  VICE  FRESIDEIIT,  DELTA 

cotracn,  sTOKEviuE,  MISS.  ,;' 

Mr.  Smith.  It  does  not  include  land  i-ent.  '       .'• 

Mr.  MiTCHENEB.  It  does  not  include  land  rents  or  management.  If 
you  want  to  put  $50  an  acre,  220  plus  land  rents  plus  management . .  ■ 

Senator  Allex.  It  would  be  an  increase  in  cgst  of  at  least  10  percept, 

Mr.  MiTCHE-NER.  More  than  that.  If  you  ar?  not  counting  ginning 
it  would  run  it  up  to  280,  290  an  acre  because  land  rents  are  coming 
down  a  little  bit,  I  do  believe. 

The  Chairman.  Anj-  further  questions? 

Senator  Young.  How  much  is  the  cash  rent  for  land  in  our  area, 

Sir.  MiTCHENER,  Let  me  say  first,  that  for  the  first  time  since  I 
have  been  farming,  which  is  about  13  years,  "we  see  land  begging  for 
rental-  So  it  is  in  kind  of  a  state  of  flux  nght  now.  I  would  say  a  typical 
cash  rent  in  the  Mississippi  Delta  is  about  $4Q  an  acre. 

The  Chairman.  That  is  assuming  you  have  gotten  a  cotton  allot- 
ment on  it. 

Mr.  MiTCHENER.  Yes,  sir,  that  is  right. 

The  Chairman.  What  would  it  rent  for  if  you  had  no  allotment 
for  it?  r 

Mr.  MiTCHENER.  I  would  say  $30  to  $35  an  acre. 

The  Chairman.  What  would  you  grpw  on  it,  soybeans? 

Mr.  MiTCHENER.  Yes,  sh-,  but  you  see,  we  can  growcott'on  tbcr* 
without  an  allotment  and  I  do  not  know  that  anj-body  would  want 
to  in  1975. 
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Senator  Bbllmon.  If  you  rent  on  shares,  what  share  does  the  land- 
owner EPt? 

Mr.  aIitchener.  Traditionally,  a  fourUi.  But  I  saw  a  contract  the 
other  day  that  called  for  a  fifth.  And  this  ^ain  may  be  unrealistic 
bficattse  as  the  eross  iacomo  goes  up,  because  some  prices  are  higheo*, 
the  cost  of  proaucing  that  crop  is  rising  much  faster  than  the  gross 
income,  so  that  share  rents — may  not  be  any  longer  reahstic. 

Maybe  I  did  not  make  myself  clear.  I  tlunk  that  as  gross  income 
goes  up,  the  cost  goos  up,  of  course,  as  j'ou  substitute  higher  gross 
crops.  But  if  you  take  the  chance  of  produong  higher  gross  crops, 
then  the  risk  is  much  greater  because  it  takes  a  much  greater  capital 
investment.  The  income  of  the  luidlord  goes  up  but  the  net  income 
of  the  farmer  does  not  necessarily  go  up.  So  his  tendency  then  is  to 
pro<luce  crops,  such  as  soybeans,  that  require  less  capital  investment. 

Mr.  Smith.  Mr,  Chairman,  may  I  add  one  word?  I  want  to  reinforce 
and  stress  this  item  No.  6  in  r^ard  to  the  ui^ency  of  the  need  for 
emergency  credit.  Throughout  the  Lower  ^fississippi  Valley,  uid  per- 
haps other  areas,  we  had  a  major  disaster,  natural  disaster,  in  1974. 
We  had  some  isolated  places  where  jrields  were  more  nearly  normal, 
but  we  had  42  inches  of  rain  during  the  first  6  months  of  the  year. 
We  had  most  unusual  fall  weather.  In  September,  we  did  not  get  even 
mougb  solar  radiation,  because  of  thick  cloud  cover  and  cool  weather, 
to  carry  on  photo6\'nthesis.  Consequentiy,  yields  were  devastatingly 
low. 

We  have  a  good  many  rentois  in  our  area.  These  people  have  an 
equity  in  e<|uipment  oalv.  They  did  not  pay  out.  They  have  no  source 
(H  production  credit  and  the  laws  have  been  changed  in  regard  to  the 
Fanners  Home  Administration.  They  are  not  like  they  were  a  number 
at  years  wo.  These  peoi^  an  desperate  and  do  not  know  wiiere  to 
turn.  The  baab;  and  the  FCA's  are  still  carrying  them.  I  have  buiks 
ctdl  me  quite  often  and  ask  "how  long  can  we  continue  to  let  these 
people  hold  their  cotton"?  The  cotton  will  not  bring  enough  to  pay  off 
the  loans  and  they  have  not  stJd  it  because  they  are  hoping  for  a  uttle 
mcrease  in  price.  We  hope  that  something  can  be  done  soon  to  help 
solve  this  problem. 

The  Chairman.  Thank  you  very  much,  gentlemen. 

Senator  Buxmok.  Mr.  Chairman,  one  more  question. 

Mr.  MiTCHENES.  I  notice  you  made  a  statement  opposing  Govern- 
ment-owned reserves  of  food. 

Mr.  MiTcasNEK.  We  would  prefer  to  see  those  commodities  held 
in  the  farmers'  hands. 

Senator  BHAMON>  Why? 

Mr.  MiTCHENES.  WtiSl,  we  feel  that  the  farmer  can  market  it  at  his 
own  discretion  in  a  more  orderiy  manner. 

Senator  Bellmon.  Are  you  concerned  that  if  the  Government 
owned  the  reserves  of  food  tKat  those  reserves  might  be  used  to  hammer 
the  maii:et  down? 

Mr.  MiTcasNER.  Yes,  sir. 

Senator  Bellmon.  Or  keep  it  from  rising? 

Mr.  MiTCHBNBiR,  Yes,  sir. 

Senator  Bsllmom.  Do  you  have  anv-  idea  how  such  a  reserve  could 
be  :set  up  and  insulated  from  those  kinds  of  pohtical  pressures? 

Mr.  Smith.  We  aa-e  afraid  of  GovBrument-owned  stocks  because  of 
just  the  things  that  you  said.  Somebody  has  to  sell  them  and  they 
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will    be    sold,    if   you    are   not    careful,    in    a   way  that  will  be 
market  disruptive. 

We  believe  that  instead  of  GoTenunent  stockpiles,  we  ought  to 
turn  our  attention  in  national  policy  toward  mamtaining  adequate 
inventories.  We  think  that  the  American  people  have  a  r^ht  to  expect 
adequate  inventories  of  all  our  crops. 

And  if  we  can  go  back  to  the  original  purpose  of  the  CCC  loan,  with 
reasonable  price  supports,  and  let  the  loan  carry  the  inventories, 
the  period  of  the  loan  needs  to  be  extended.  We  also  need  to  have 
the  CCC  interest  rates  at  a  lower  rate.  These  stocks  would  be  readily 
ftvailable  for  domestic  and  export  sale  at  any  time  and  they  would  not 
be  a  dbruptive  market  factor  as  would  be  the  case  if  you  had  a  strategic 
Government-owned  supply,  such  a  supply  would  be  a  weight  on  the 
market. 

Senator  Bellmon.  So  what  you  are  saying  is  that  if  we  will  set 
a  realistic  loan  level  and  realistic  tai^et  price  that  the  producers  will 
erov  as  much  as  the  market  will  consume  and  if  we  have  a  realistic 
msa   price   the   producers   will   market  those   commodities    as   the 

demand 

Mr.  Smith.  That  is  exactly  what  I  am  saying.  We  think  it  is  much 
more  de^able. 
Senator  Bellmon.  And  that  in  effect  is  a  food  reserve. 
Mr.   Smith.  An  adequate  inventory  would  accomplish  the  same 
thios  as  a  reserve  but  more  efficiently.  This  will  also  remove  all  the 
neea  for  export  controls,  Senator,  export  licenses,  and  any  of  these  de- 
vices that  could  be  market  disruptive.  Right  now,  because  of  the  export 
I   controls  that  were  placed  on  soybeans  recently  and,  when  was  it,  2 
I  years  ago,  with  Japan,  production  in  South  America  of  additional 
I   soybeans  has  been  spurred.  Our  exporters  have  to  get  permission  for 
I    sales  over  a  certain  amount.  Stamped  on  their  permit  is   a  phrf^e 
stating  that  this  approval  is  subject  to  change,  this  is  a  disruptive 
factor  in  world  markets. 
I       The  Chairman.  Thank  you  very  much,  gentlemen.  You  have  made 
a  great  contribution  to  our  deliberations. 
Mr.  MiTCHENEB.  Thank  you,  sir. 

[The  prepared  statement  of  Mr.  Henry  C.  Self,  given  by  Mr. 
Mitchener  follows:] 

Statement  op  Henrt  C.  Self,  Preisdent,  Delta  Council,  Stoneville,  Misa. 

Mr.  Chfiirman  and  Members  of  the  Committee:  My  name  is  Henry  C.  Self. 

I  am  a  farmer  from  QiiitmaD  County,  Mississippi,  and  am  president  of  Delta 

Council,  an  orgamzation  representing  the  18  Delta  and  part-Delta  counties  of 

'    MisHisaippi.  Our  area  la  largely  dependent  upon  agriculture  for  a  livelihood  and 

OUT  prmcipal  crops  are  cotton,  soybeans  and  rice. 

Reference  is  made  to  your  letter  of  October  18,  1974,  to  Delta  Council  with 
which  you  enclosed  a  copy  of  the  excellent  statement  that  you  made  on  the  Floor 
of  the  Senate  on  September  23,  1974,  along  with  a  copy  of  S.  2005.  You  also  called 
for  a  national  dialog  on  the  need  for  an  effective  national  food,  feed  and  fiber 
policy.  We  wish  to  commend  your  statement  and  we  welcome  this  opportunity. 

Since  cotton  is  of  major  importance  to  our  area  and  to  the  Nation,  most  of  our 
remarks  will  deal  with  needed  changes  in  the  cotton  program.  Also,  we  would 
like  to  comment  on  govern  me  nt-hetd  crop  reserves,  export  controls,  rice  and  on  the 
need  for  revisions  in  Farmers  Home  Administration  programs  to  make  them  more 
rnponsive  to  the  needs  of  farmers  who  experience  natural  disasters. 

Delta  Council  has  been  working  continously  with  other  cotton-producer 
o^anizatioDB  and  through  the  Cotton  Producer  Steering  Committee  of  the 
KatioQ^  Cotton  Council  of  America  toward  the  development  of  recommendations 
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utenta  presented  by  the  Nutional  Cotton  Council  and  by-  the  Producer  Steering 

,.' Aa  adequate  supply  of  cotton  ie  of  basic  importance  to  all  secmenta  of  the 
ceftpii  industry  i  however,  the  current  cotton  program  cannot  work  successfully 
except  under  u.  condition  of  "short  supply."  A  scarcity,  or  the  threat  of  a  scarcity, 
ia  necessnry  to  stimulate  prices  to  levels  that  will  reasonably  compensate  cotton 
farmers.  This  contributes  to  a  "roller-coaster"  condition  of  nigh  prices  and  tight 
silpply  Ahicb  causes  a  loss  of  markets,  followed  by  a  period  of  more  adequate 
supply  and  depressed  prices.  On  each  occasion,  cotton  markets  are  seriously 
eroded. 

[  .Under  these  chaotic  conditions,  textile  manufacturers  are  reluctant  to  buy 
cotton  and  turn  more  ond  more  toward  fibers  that  offer  more  stability  in  supply 
smd  price.  Neither  textile  manufacturers  nor  cotton  shippers,  under  current  hi^ 
^Dtereiit  rates,  are  willing  or  able  to  carry  more  than  minimum  inventories.  This 
raises  the  question  of  who  will  finance  the  carryover  that  is  needed?  Unless  some 
way  is  found  to  carry  adequate  stocks,  even  a  modest  carryover  will  depress  prices 
severely.  While  the  problems  of  the  cotton  industry  must  be  dealt  with  on  a  multi- 
fMnt  basis  including  reductions  and  aggressive  promotion,  unless  we  solve  the 
bitsic  problems  of  supply  and  price  instabiUty,  we  will  continue  to  lose  markets. 
'  .In  moving  to  meet  this  problem,  careful  consideration  should  be  given  to 
ihodifying  certain  provisions  of  the  current  law  to  provide  for  more  stability  in 
BUpply  and  price  while  maintaining  a  "market-oriented"  cotton  industry.  We 
believe  that  this  can  be  accomplished. 

Throughout  most  of  its  long  history,  the  CCC  loan  has  provided  very  useful 
functions  with  little  cost  to  the  Government.  It  has  served  as  an  orderly  market-    . 
ing  tool ;  provided  a  mechanism  through  which  adequate  supplies  could  be  carried 
at  reasonable  costs;  and  has  aided  farmers  in  obtaining  production  credit.  On 
MCBsioiis,  the  loan  has  been  set  at  too  high  a  level;  however,  on  balance,  the    . 
CGC  loan  program  has  contributed  materially  to  stability  of  both  price  and  supply.    , 

Legislative  changes  in  1970  and  1973  moved  away  from  the  concept  of  the  loan    ■ 
as  an  orderly  marketing  tool.  An  extremely  low  loan  and  even  a  low  market  price    , 
were  not  so  disruptive  so  long  as  payments  were  unlimited  or  were  even  limited 
to.  555,000.  Low-level  payment  limitations  and  a  target  price  that  falls  below    : 
nf«duction  costs  coupled  with  a  low  loan  and  high  CCC  interest  rates,  however, 
forces  many  farmers  to  take  whatever  price  is  available  when  they  harvest  their 
<!lrOps.  Market  prices  tend  to  be  favorable  when  demand  outruns  supply.  When  the    ■ 
reverse  is  true  and  production  costs  are  skyrocketing,  results  can  be  devastating 
to  {Iroducers  and  eventually  to  the  entire  cotton  industry. 

As  a  step  toward  solving  this  problem,  it  is  proposed  that  the  law  be  amended 
to  provide  cotton  farmers  with  an  18-month  noiu-ecourse  loan  that  can  function 
effectively  as  both  an  orderly  marketing  tool  and  as  a  mechanism  for  carrying 
needed  stocks.  Sales  out  of  the  loan  during  this  period  could  only  be  made  by  the 
producer.  The  interest  rate  tor  CCC  loans  should  be  at  a  level  that  would  encour- 
age farmers  to  use  the  loan  in  orderly  marketing.  The  level  of  the  loan  should  not 
be  high  enough  to  guarantee  a  profit  to  the  producer  but  should  be  high  enough 
to  promote  orderly  marketing  and  assist  producers  in  obtaining  needed  production 
financing.  If,  in  the  future,  the  CCC  should  accumulate  an  inventory  of  cotton, 
sales  from  CCC  stocks  should  be  made  in  a  manner  that  would  not  depress  the 
price  of  cotton  held  by  the  farmer. 

A  program  of  this  kind  could  be  provided  with  minimum  chants  in  the  law. 
If  adjninistercd  effectively,  such  a  program  would  tend  to  stabilize  supply  and 
price.  Cotton  farmers  would  still  have  to  look  to  the  market  for  a  profit  but 
would  not  be  forced  to  dump  their  crop  on  a  depressed  market.  They  could  put  a 
portion  of  their  cotton  in  the  loan  and  market  it  in  an  orderly  and  effective  manner. 
Textile  mills  could  depend  upon  an  adequate  supply  of  desired  qualities  and 
could  make  long-range  plans  with  the  ossurance  that  raw  materials  would  be 
available  at  relatively  competitive  prices. 

Mr.  Chairman,  we  spscifically  recommend: 

1.  A  target  price  for  cotton  that  reflects  inflation  and  the  sharp  increases 
in  production  costs  with  escalator  provisions  that  include  increases  in  costs 
incurred  in  1071. 

2,  A  CCC  loan  level  for  upland  cotton  that  is  more  realistically  related  to 
(he  cost  of  production.  We  wish  to  emphasize  the  fact  that  the  level  of  the 
Uiiiu  should  not  be  high  enough  to  guarantee  a  profit  since  such  a  levi'l  cotild 
cause  fiirniers  to  "produce  for  Iho  loan"  .ind  contribute  to  a  surplus.  We 
lielieve  that  a  CCC  loan  tor  upland  cotton  of  ^0  cenla  per  pound  would 
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accomplish  the  deairod  objectivea  without  contributing , to  the  accumulation 
of  surplus  supplies. 

3.  The  revi^oa  of  CCC  rcgulatioas  to  provide  producers  the  opportunity  to 
maintain  cotton  in  tte  loan  for  an  additional  eight-month  period.  Current 
law  already  provides  for  extended  loans  and  it  is  used  frequently  for  groins. 
We  iirge  that  this  extension,  be  spcoificaUy  provided  a^  an  option  to.the  cottoq 
farmer. 

4.  Interest  rates  on  CCC  loans  that  will  encourage  farmers  to  u^e  the  loan 
for  orderly  marketing.  The  interest  rate.-*  on  CCC  loans  were  increased  twice 
in  1974,  from  5>i  percent  to  7>i  percent  and  then  to  9,375  percent.  High 
interest  rates  will.greatly  limit  the  value  of  the  loan  as  an  orderly  marlietiiig 
tool. 

Here  is  the  history  of  CCC  loan  interest  rates. 
Effective  dates  or  erop  years:  (percent) 

Octobcrigaa  to  Octoberl939 4 

November  1939  to  December  1940-- _ 3 

1941  to  1951.- _ 3 

1952 3.5 

1953 4 

19.>4  to  1972 _ 3.5 

1973 _ -_ 5.5 

1974— Sept.  30,  1974 _.  7.25 

1974— Oct.  1,  1974 _ 9.  875 

J.  That  the  final  loan  rate  be  announced  prior  to  November  1  of  the  year 

E receding  the  marketing  year  for  which  the  loan  is  effective.  A  loan  that  can 
e  adjusted  downward  until  August  of  the  following  year  when  the  new  crop 
in  almost  ready  to  harvest  has  little  value  as  an  orderly  marketing  tool  or  as 
an  aid  in  crop  financing.  While  wc  believe  current  law  is  clear  with  respect  to 
this  matter,  the  USDA  interpretation  provides  for  the  announcement  of  a 
"preliminary  loan"  prior  to  November  1  with  the  stated  intention  of  reduc- 
ing the  loan  if  conditions  warrant. 

6.  Changes  in   the   Farmers    Home   Administration   disaster   assistance 
programs  to  jnake  these  programs  more  responsive  to  the  needs  of  farmers  who 
suffer  crop  disasters.  A  bill  to  assist  farmers  suffering  disasters  in  obtaining 
needed  production  credit  has  recently  been  introduced  in  the  Senate  by 
Senators  Eastland,  Stennis,  Dole,  Allen  and  Young.  We  wish  to  strongly 
endorse  this  bill  and  urge  that  the  Senate  Agriculture  and  Forestry  Com- 
mittee give  this  matter  priority  attention.  Farmers  throughout  the  Lower 
Missi.ssippi  Valley  and  in  other  portions  of  the  Nation  suffered  major  disasters 
in  1973  and  in  1974  and  many  farmers  arc  unable  to  obtain  production  credit 
for  1975. 
Mr.   Chairman,  on  December  3,  1974,  I  presented  a  statement  before  thie 
Subcommittee  on  Agricultural  Production,  Marketing  and  Stabiliiation  of  Prices 
of  the  Senat*  Agriculture  and  Forestry  Committee,  strongly  endorsing  the  passage 
of  a  new  rice  program  aa  provided  in  8.  4121.  We  pointed  out  that  the  current 
rioe  law  is  very  restrictive  and  that  rice  is  a  highly  nutritious  and  versatile  food 
that  is  an  important  part  o(  the  diets  of  hundretb  of  millions  of  people  throughout 
the   world.   Many  of  these  people  live  in  areas  of  the  world  where  stiavation 
is  a  grim  fact  of  life.  If  the  United  States  is  to  participate  in  a  meaningful  manner 
in  a  program  to  help  prevent  starvation  and,  at  the  same  time,  provide  for  our 
own  needs,  food  crop  production  in  this  country  must  be  sharply  increased  and 
pljuis  must  be  developed  to  handle  the  production,  marketing  and  distribution 
of  these  food  supplies  in  an  efGcient  manner.  The  existing  acreage  allotment  and 
price  support  program  for  rice  can  only  result  in  continued  restrictions  on  rice 
KTOWcrs  with  tne  possibility  of  limits  on  our  export  potentials  to  other  nations. 
We  believe  the  passage  of  8. 4121  or  similar  legislation  would  be  in  the  best  interest 
of  alt  segments  of  our  economy  and  would  also  remove  any  doubt  about  our 
country's  commitment  to  participate  to  the  best  of  our  ability  in  meeting  the 
world  food  crisis. 

We  are  opposed  to  the  concept  of  govprnment-owned  reserves  of  food,  feed  and 
fiber  crops.  At  the  same  time,  we  believe  that  the  American  people  have  the  right 
to  expect  a  national  agricidtural  policy  that  is  actively  oriented  toward  adequate 
supplies.  A.  mixture  of  Lad  weather  and  oil  economics  could  result  in  a  major  crisis 
unless  safi.'giiards  arc  provided.  We  urgi:ntly  need  a  policy  aimed  at  making  sure 
that  the  American  people  will  have  adequate  supplies  of  food,  feed  and  lilicr  even 
when  disasters  occur. 
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Instead  of  government-owned  stockpiles,  which  tend  to  disrupt  markebi,  we 
respectfully  recommend  that  national  policy  be  directed  towajd  "main/atntnp 
adegucUe  inventories,"  Producer-owned  and  controlled  in%-entorie8  of  needed  com- 
modities could  be  carried  by  the  Commodity  Credit  Corporation  and  sold  by  pro- 
ducers for  both  domestic  and  export  markets  when  market  prices  are  favorable. 
The  mechanisms  for  such  a  program  are  already  in  place.  Needed  would  be  a  sys- 
tem of  realistic  loan  levels,  (including  loana  on  soybeans)  extended  loans,  interest 
rates  and  administrative  procedures  which  would  make  it  possible  for  fanners  to 
fully  utilise  the  potentials  of  the  program  for  carrying  inventories  and  orderly 
marketing.  Instead  of  government  ownership  of  commodities  with  the  costs  of 
storage  paid  by  the  government  and  the  risks  of  releasing  stockpiles  in  a  manner 
that  would  disrupt  markets,  producers  would  retain  title  and  decif ion-making 
with  regard  to  commodity  inventories.  They  would  sell  their  products  when  they 
could  make  a  profit;.  Producers  would  also  pay  reasonable  interest  rates  and  storage 
charges — thus  minimizing  government  cof=ts. 

Also,  a  government  policy  that  is  positively  oriented  toward  "adequate  inven- 
tories" would  do  away  with  the  need  for  any  consideration  of  export  controls, 
export  licensing  or  any  other  device  that  could  be  used  to  restrict  domestic  and 
foreign  trade.  We  believe  that  such  measures  are  counterproductive. 

We  now  export  about  one-third  of  our  agricultural  production  and  exporl.s  are 
of  major  importance  to  our  balance-of- payments  position  as  well  as  contributing 
to  the  welfare  of  people  and  nations  throughout  the  world. 

The  record  of  U.S.  exporter}  of  farm  products  in  international  trade  is  an  out- 
standing one.  For  example,  U.S.  cotton  exporters  delivered  bale  for  bale  on  sales 
contracts  from  the  1973  crop  even  though  prices  had  Increased  by  approximately 
150  percent.  Now,  approximately  1,300,000  bales  of  cotton  from  the  1973  crop  nre 
under  contract  abroad  at  prices  considerably  abo\'e  current  world  pricf«  for  cotton. 

We  believe  that  it  is  fundamental  tor  orderly  trade  in  international  markets 
that  the  sanctity  of  contracts  be  maintained  regardless  of  whether  the  price 
changes  from  time  to  time  go  against  either  the  seller  and/or  the  buyer.  Wholesale 
breaching  of  international  sales  contracts  would  be  highly  disruptive  and  would 
adversely  affect  the  major  role  which  exports  of  agricultural  products  play  in  the 
trade  balance  of  the  United  States. 

The  productive  capacity  of  U.S.  agriculture  is  one  of  our  greatest  national 
assets  and  most  important  resources.  Farmers,  however,  cannot  sell  their  crops  at 
below  cost  of  production  prices  and  stay  in  business.  In  order  to  produce  needed 
supplies,  U.S.  farmers  must  be  able  to  obtain  production  inputs,  have  access  to 
production  credit  and  have  the  opportunity  to  market  their  crops  in  an  orderly 
and  effective  manner.  The  problems  that  we  face  are  urgent  and  we  hope  that  ac- 
tions can  be  taken  in  time  for  the  1975  crop. 

The  Chairman.  The  next  witness  is  Mr.  P.  R.  Smith,  Georgia 
Agricultural  Commodity  Commission  for  Cotton,  Winder,  Ga.,  and 
Mr.  Frank  C.  Griffin,  Waynesboro,  Ga.,  both  friends  and  valued 
constituents  of  mine,  and  for  the  information  of  the  committee 
Mr.  Smith  is  a  member  of  the  Board  of  Regents  in  the  educational 
system  in  our  State  and  also  a  relative  of  the  late  Senator  Dick  Russell. 
Delighted  to  have  you  with  us.  You  may  insert  your  full  statement 
in  the  record  and  summarize  it  if  you  desire  to  do  so. 

STATEMENT  OFF.  K.  SMITH,  CHAIRMAN,  OEORGU  AGRICTTLTURAI. 
COMMODITY  COMMISSION  FOE  COTTON,  WINBER,  GA. 

Mr.  Smith.  Mr.  Chairman,  gentlemen  of  the  committee,  I  am  P.  R. 
Smith  of  Winder,  Ga.  I  have  been  in  the  cotton  business  throughout 
my  adult  life  as  a  farmer,  ginner,  warehouseman,  seed  processor  and 
dealer.  I  am  presently  serving  as  chairman  of  the  Agricultural  Com- 
modity Commission  for  Cotton  in  Georgia  which  represents  all  the 
cottongrowers  in  our  State. 

Cotton  is  important  to  the  economy  of  our  State.  Even  though 
some  of  the  less  informed  people  think  we  are  out  of  the  cotton 
business,   the  farmers  in  Georgia  grew  410,000  bales  of  cotton  on 
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410,000  acres  in  1974.  New  wealth  generated  from  the  production  of 
cotton  stimulates  more  economic  activity  than  the  same  amount  of 
new  wealth  from  any  other  enterprise  in  our  State  and  area. 

Prior  to  our  present  economic  situation,  the  textile  industry  in 
GeOT^a  provided  more  than  100,000  jobs  and  think  of  the  countless 
thousands  of  other  jobs  that  exist  because  of  cotton  production.  They 
are  on  cotton  farms;  in  cotton  gins  and  warehouses;  transportation, 
fertilizer,  pesticide,  and  equipment  manufacture  and  sales;  financing; 
and  wholesaling  and  retailing  the  many  products  manufactured  from 
cotton.  We  must  do  what  is  necessary  to  save  this  important  enterprise. 
At  the  beginning  of  1974  both  the  industry  and  the  U.S.  Department 
of  Agriculture  requested  that  cottoi^owers  throughout  the  country 
make  a  substantia!  increase  in  cotton  production.  Farmers  responded 
to  this  request  and  in  spite  of  extremely  adverse  weather  conditions 
in  some  areas  of  the  country  a  reasonable  increase  was  achieved. 
During  the  effort  to  produce  this  crop  farmers  found  themselves  in 
the  throes  of  the  greatest  inflationar\'  period  in  many  years  and  the 
cost  of  production  skyrocketed.  Many  farmers  thought  they  had 
arranged  for  adequate  capital  to  produce  their  crop,  and  found  it  was 
necessary  to  arrange  for  50  or  even  60  percent  additional  capital  to 
complete  the  crop.  The  cost  of  capital  was  extremely  h^h  and  in 
many  cases  was  difficult  to  arrange.  There  was  a  tremendous  increase 
in  the  cost  of  equipment,  pesticides  and  fertilizer  on  a  month-to- 
month  basis.  Fuel  to  operate  equipment  was  scarce  and  high.  In  the 
final  analysis  it  cost  our  growers  about  60  percent  more  to  produce 
the  1974  cotton  crop  than  it  did  to  produce  cotton  at  the  time  the 
target  price  of  38  cents  and  a  loan  of  27  cents  was  established.  With 
the  prospective  shortage  of  fertilizers  and  other  chemicals,  the  assur- 
ance of  increased  fuel  cost,  and  labor  cost  continually  going  up,  it  is  a 
foregone  conclusion  that  the  cost  of  producing  the  1975  cotton  crop 
will  be  substantially  greater  than  producing  the  1974  crop.  Cotton- 
growers  have  a  tremendous  loss  in  the  1974  crop  and  cannot  take  the 
chance  of  experiencing  the  same  thing  wth  the  1975  crop. 

Cotton  production  m  our  State  is  now  in  the  hands  of  people  who 
are  in  the  business  of  growing  cotton.  Cotton  production  requires 
^wcial  equipment  for  growing  and  harvesting  a  crop  and  it  cannot  be 
used  in  other  enterprises.  This  equipment  is  expensive.  A  cottonpicker 
in  1974  was  approximately  $32,000  and  as  I  understand,  will  be  m  the 
neighborhood  of  $40,000  in  1975.  Many  of  these  people  are  presently 
standing  at  the  crossroads  of  going  out  of  business  and  going  broke, 
or  having  a  faim  program  that  will  give  them  some  protection  from 
the  bottom  falling  out  of  the  price  on  one  hand,  and  the  cost  of 
production  skjTocketing  on  the  other,  both  of  which  happened  to 
tJiem  in  1974. 

Farming  is  no  longer  just  a  way  of  life.  Farmers  are  businessmen 
with  a  tremendous  amount  of  capital  invested.  They  must  make  a 
reasonable  profit  or  just  like  any  other  businessman,  they  will  go 
broke.  Our  cottongrowers  must  have  some  protection  to  assure  them 
that  they  can  stay  in  business.  Gentlemen,  we  are  here  to  plead  with 
vou  to  initiate  the  kind  of  legislation  that  will  provide  this  protection. 
In  our  opinion  it  will  reqiiire  a  target  price  at  a  minimum  of  52  cents 
per  pound  with  the  cost  escalation  provisions  to  apply  to  the  1975 
crop.  Our  experience  in  1974  is  evidence  enough  that  even  1  year 
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n-ithout  some  protecdoa  from  increasmg  cost  of  production  cui  be 
Almost  catastrophic. 

In  order  to  protect  a.nd  maintain  the  cotton  enterprise  in  Georgi&'s 
economy,  we  feel  that  it  Is  very  important  that  tne  provisions  for 
releasing  and  reapportioning  cotton  allotments  be  continued  just  as 
thev  are  in  our  present  program. 

'fhis  provides  a  farmer  with  an  allotment  the  choice  of  whether  or 
not  to  grow  cotton  in  a  given  year,  and  yet  continue  to  have  the 
allotment  on  his  farm.  Also  releasing  and  reapportioning  allotments 
within  the  State  makes  it  pos.sible  for  growers  who  want  to  plant  in 
«3t'»ss  of  the  allotment  for  their  farm,  to  protect  their  total  planted 
acreage  with  reapportioned  allotments.  We  feel  that  reapportioning 
cotton  allotments  should  continue  to  be  restricted  to  State  lines. 

One  other  phase  of  the  legislation  that  we  are  deeply  interested  in  is 
the  level  at  which  the  loan  rate  is  set.  We  do  not  want  a  loan  at  a  rate 
that  would  make  it  profitable  for  farmers  to  grow  cotton  and  create  a 
great  surplus,  but  rather  a  loan  rate  that  would  give  some  protection 
and  some  assurance  that  they  could  stay  in  busmess.  Also  a  realistic 
loan  would  have  a  tremendous  effect  on  creating  and  maintaining 
an  orderly  marketing  procedure,  thus  helping  to  avoid  the  extreme 
highs  ana  lows  such  as  we  have  experienced  in  the  past  18  months. 
To  do  this,  in  our  opinion,  would  require  a  loan  rate  of  43  to  45  cents. 

Gentlemen,  I  appreciate  the  opportunity  to  appear  before  tou  and 
express  to  you  the  concern  of  the  cottongrowers  of  our  State.  We  hope 
you  will  give  careful  consideration  to  our  requests  and  that  they  may 
warrant  your  favorable  action. 

The  Chairman.  Mr.  Griffin? 

STATEUOt  OF  FBAJIK  C.  GBI7FIN,  WATmSBOSO,  OA. 

Mr.  Griffin.  Mr.  Chairman  and  members  of  the  U.S.  Committee 
on  Agriculture  and  Forestry,  I  am  Frank  C.  GriflSn  of  Kural  Route  1, 
WajTiesboro,  Ga.  I  am  a  full-time  farmer  in  Burke  County,  Ga., 
planting  1,330  acres  of  cotton,  soybeans,  and  com.  My  farm  also  has 
a  small  beef  herd  numbering  35  brood  cows. 

We  row  crop  farmers  are  gravely  concerned  over  the  current  and 
future  status  of  cotton.  In  my  county  cotton  is  vital  to  the  entire 
economic  community. 

Our  Government  asked  us  in  1974  to  plant.  "Plow  up  the  hedge 
rows,"  they  said.  We  farmers  responded.  Now  it  seems  to  be  our 
own  misdoings.  At  today's  alarmmgly  high  farm  production  costs 
we  simply  catmot  overproduce  and  bring  about  cheaper  farm  com- 
modity prices. 

Too,  wo  are  unable  to  control  our  destiny  in  the  same  manner  that 
large  business  is  able  to  do.  Each  farmer  is  in  direct  competition  with 
everj-  other  farmer  who  produces  the  same  product.  We  cannot  adjust 
to  a  rapidly  declining  market  situation  once  we  have  planted.  We 
are  then  committed  to  overproduce  even  if  it  means  disaster.  If  we 
underproduce  we  all  know  this  means  rising  prices  and  possible 
faniino.  Wo  farmers  have  a  moral  obligation  to  produce  the  food  anil 
fiber  America  needs,  but  we  nuist  be  protected  from  overproduction 
and  natural  disaster.  Today  (his  is  so  very  true  with  cotton.  The 
USD.l   turned   us  loose  in   1974   with   the   crop.   Wc   pliuilcd   and 
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harvested  far  more  than  the  market  couM  absorb  at;,  ft  Pl"i(;e  that 
would  provide  a  profit  to  mosit  American  cottoi^rqwers,  especially 
ihoso  in  the  Soutneast.  .  ,    i , 

Piease  allow  me  to  give  you  iny  budget  for  producing  cotton  on 
my  farm  in  1975.  I  normally  plant  300  acres  of  cotton.  My  average 
;)-ield  per  acre  for  the  past  2  years  has  been  762  pounds  of  lint;  this 
places  my  production  costs  at  37  cents  a  pound  as  my  enclosed  budget 
will  verifj'. 

This  does  not  include  ginning  costs  or  sale  of  cotton  seed,  since 
they  both  depend  on  the  market  situation  during  the  harvest  season. 
These  costs  are  based  on  today's  prices  and  dealers  are  already 
preparing  «s  for  future  increases  in  prices  of  these  input  items. 

Let  nie  say  bore  that  in  my  county  there  are  25,000  acres  of 
cotton  planted.  There  are  only  1,300  acrcji  with  a  yield  of  700  pounds 
of  lint  or  more.  The  average  producer  is  makii^  about  530  pounds 
of  lint  to  the  acre  which  shows  his  cost,  using  my  budget,  at  54  cents 
a  pound. 

Currently,  the  taiget  price  of  38  cents  per  pound  of  lint  is  not 
only  too  low,  but  unavailable  to  growers  who  are  being  forced  to  sell 
at  a  loss  or  utilize  a  loan  of  only  25  cents  a  pound,  less  interest  charges 
of  over  9  percent,  receiving  and  storage  charges.  Since  loan  instead 
of  tai^et  price  has  become  the  floor  under  our  cotton,  we  must  have 
a  more  realistic  loan  price  which  better  reflects  today's  accelerating 
production  costs,  A  52-cent  minimum  target  price  available  to  cotton 
growers,  coupled  with  a  reasonable  loan  price  of  45  cents  per  pound, 
and  this  means  since  99  percent  of  all  cotton  is  picked  with 
machinerj',  that  this  45-cent-a-pound  loan  would  only  oe  41  cents 
to. me  as  a  grower  because  our  grade  is  lower  than  what  you  are  basing 
this  figure  on,  with  a  built-in  escalation  clause  for  higher  production 
costs,  would  be  far  more  realistic  than  what  the  current  law  provides. 
Additionally,  I  strongly  feel  and  know  we  must  reduce  the  acreage 
of  cotton  grown  until  demand  more  nearly  approaches  supply.  We 
cotton  farmers  cannot  again  expect  the  Federal  Government  to 
warehouse  a  large  inventory  of  lint  for  us.  It  would  seem  far  more 
judicious  to  restrict  the  acreage  of  cotton  for  1975  and  lat«r  years  to 
that  which  the  market  can  be  expected  to  absorb  phis  an  inventory 
for  emeigency  purposes. 

Senators,  I  care  about  this  country.  I  want  to  produce  for  our 
hungry  and  poor.  I  want  to  produce  for  export  and  for  the  balance  of 
trade.  But  I  cannot  produce  food  and  fiber  just  for  these  purposes.  I 
must  realize  some  profit  if  I  am  to  continue  farming.  Overproduction 
will  quickly  put  me  into  bankruptcy.  Perhaps  more  importantly,  it 
will  also  put  the  economy  of  my  county  and  State  into  a  recession  or 
even  a  depression,  since  both  are  so  very  dependent  on  the  economy 
of  agriculture. 

There  are  those  who  want  a  free  ^ricultural  economy,  and  I  count 
myself  in  that  group.  Today  we  are  supposedly  free  in  agriculture. 
But  are  we?  A  simple  utterance  by  this  esteemed  committee  or  a 
ranking  member  of  the  committee  concerning  limiting  the  export  of 
farm  commodities  would  put  commodity  markets  in  a  tailspin.  Thus, 
my  entire  destinj'  as  a  farmer  largely  centers  on  the  pohcies  of  the 
Federal  Government — even  though  agriculture  is  supposedly  free. 

If  the  Congress  sees  fit  to  change  the  target  price  on  cotton  and 
other  affected  commodities,  I  know  by  hard  experience  that  we  must 
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have  some  change  in  the  conception  of  just  what  target  price  actually 
means.  Today,  Icannot  go  to  my  banker  and  borrow  money  to  plant, 

{ilow,  and  pick  the  1975  crop  on  the  tai^et  price.  He  will  talk  only 
oan  price  with  me.  He  is  too  uncertain  about  target  prices;  expecially 
for  cotton.  I  ureently  request  that  this  committee  recommend  to  the 
Congress  that  the  months  for  determining  target  prices  on  cotton  be 
changes  to  encompass  the  fall  and  winter  months,  the  normal  cotton 
marketing  season.  I  know  of  no  farmer  who  benefitted  from  the  target 
price  in  1974  (38  cents  per  pound)  even  though  roost  southeastern 
cotton  growers  have  found  market  prices  for  their  lint  much  below 
this  price  of  38  cents  per  pound.  I  also  urge  you  to  consider  restricting 
the  tai^et  price  to  a  maximum  percentage  of  total  farm  cotton  allot- 
ment so  as  to  encourage  a  buildup  of  surplus  cotton.  This  percent 
could  be  adjusted  before  planting  each  year  to  fill  our  domestic  and 
export  needs. 

Senators,  row  crop  farmers  are  in  trouble  today.  We  sell  our  com- 
modities in  a  free  market,  3'et  what  we  buy  is  protected  by  tariff  and 
trade  agreement.  A  short  crop  or  low  commodity  prices  in  the  autumn 
of  1975  could  bring  economic  chaos  to  the  rural  areas  of  America. 
Thank  you. 

The  Chairman.  Gentlemen^  I  want  to  congratulate  both  of  you 
on  your  statements  and  knowing  you  as  I  do,  I  know  you  know  whereof 
you  speak. 

I  notice  that  all  of  the  spokesmen  for  cotton  this  rooming  have  had 
somewhat  the  same  general  idea,  that  the  target  price  concept  ought 
to  about  get  a  farmer  back  what  his  cost  of  production  was,  the  loan 
level  ought  to  be  somewhat  below  that  so  as  not  to  encourage  produc- 
tion of  cotton  for  Government  warehouses.  I  judge  that  is  both  of 

Mr.  Smith,  Yes. 

The  Chairman.  And  you  think  we  ought  to  stay  with  the  toilet 
price  concept  and  the  loan  concept? 

Mr.  Smith.  Yes.  Somehow  we  need  to  have  a  definition  of  tai^et  price 
so  when  I  go  to  a  banker  to  borrow  money,  the  average  fanner  can 
understand  what  we  are  dealing  with. 

The  Chairman.  I  think  that  is  correct.  I  think  the  committee 
thought  when  we  were  writing  the  act  that  if  the  farmer  sold  hia  crop 
at  37  cents  he  would  get  a  penny  a  pound  difference  to  be  paid  to  the 
Giovemment.  That  is  my  own  idea  and  I  do  not  know  how  the  Depart- 
ment of  Agriculture  got  a  different  impression.  [Laughter.] 

Any  further  questions?  Senator  Young. 

Senator  Young.  Mr.  Chairman,  I  just  want  to  tell  Mr.  Smith  that  I 
like  his  statement  very  rouch.  I  am  especially  interested  because  you 
are  a  relative  of  the  late  Senator  Russell. 

The  Chairman.  Would  you  yield  at  tliat  point?  The  first  contribu- 
tion to  the  Russell  Foundation  was  from  Milton  Young. 

Mr.  Smith.  Thank  you,  sir. 

Senator  Young.  He  was  a  powerful  advocate  of  fanners'  causes  as  is 
the  present  chairman.  Georgia  has  made  a  great  contribution  to  agri- 
culture in  these  two  men.  I  will  always  remember  Senator  Russell 
taking  the  Senate  floor  to  make  such  an  eloquent  speech  on  behalf 
of  the  peanut. 

The  Chairman.  There  was  an  old  Confederate  march  that  went, 
"here  comes  the  Geoigia  militia  eating  goober  peas."  [Laughter.] 
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Any  further  questions? 

Senator  Bblluon.  Mr.  Chainuaa,  I  have  only  two  questions. 
First,  Mr.  Smith,  you  recommend  a  loan  of  43  to  45  centrs?  Do  you  have 
any  idea— and  I  do  not;  I  am  asking  for  information — what  the  costs 
of  fiber  that  compete  with  cotton  are?  My  reason  for  askii^,  if  we  tret 
the  loan  too  high  we  are  going  to  cause  substitution  of  other  fibers  iior 
cotton. 

Mr.  Smith.  Sir,  certainly  I  am  not  an  expert  on  the  manmade  fibers 
but  I  believe  polyester  today  is  selling  somewhere  in  the  neighborhood 
of  50  cents.  Iiay<Hi,  I  understand,  is  sc'mewhat  lower  than  that.  This 
is  just  a  guess  on  my  part. 

Senator  Bellmon.  Mr.  Chairman,  could  we  ask  our  staff  to  find 
out? 

The  Chairuan.  Sure.  The  staff  will  provide  that  information.' 

Mr,  Smith.  Sir,  if  1  could  expand  on  your  question  just  a  bit,  I 
am  told  that  the  buyers  of  our  cotton,  the  manufacturers  and  spinners, 
are  not  really  too  concerned  about  the  price,  whether  it  be  50  cents 
or  60  cents,  but  stability  more  than  price  is  one  tiling  that  enters 
into  it.  In  the  past  we  have  had  these  wild  pj'rations,  not  having 
enough  and  then  have  a  lii^h  price,  and  then  it  goes  down  and  sta- 
bility is  about  as  important  in  my  opinion,  to  the  buyer  of  our  product 
as  price,  sir. 

Senator  Bellmon.  When  wc  talk  about  a  loan— I  am  a  wheat 
grower,  not  a  cotton  farmer,  but  the  committee  thinks  that  if  vou 
sav  43  cents  or  45  cents  that  the  grower  gets  that.  You  just  said  tney 
take  off  4  cents  because  it  is  machine  harvested,  right? 

!Mr.  Griffin,  Yes,  I  have  a  statement  from  a  cotton  manufacturer 
over  there. 

Senator  Bellmon.  What  else  do  they  take  off? 

Mr.  Ghiffin.  You  have  to  pay  storing  charges.  I  sold  my  farm 
cotton.  I  am  the  only  farmer  in  my  county  tnat  has  moved  any 
cotton. 

The  Chaibman.  Did  you  contract  j'our  cotton? 

Mr,  Gbiffin,  Yes. 

Senator  Bellmon.  If  I  was  a  cotton  farmer  and  the  loan  price 
was  45  cents  and  I  went  to  get  a  loan,  how  much  would  you 

Mr.  Griffin.  Well,  there  are  10,600  bales  in  the  loan  in  my  county 
at  an  average  of  about  $125  per  bale  to  the  farmer.  I  think  they  take 
out  $1.75  receiving  chaise  per  bale,  SI. 75  county  office  fee  per  bale, 
and  51  per  bale  for  Cotton  Inc.  There  is  also  the  monthly  charge  of 
SI  per  bale  for  storage  and  15  cents  per  bole  insurance.  Then  the 
fanner  has  to  pay  the  interest  of  9.275  percent. 

Mr.  Craven.  You  receive  $123  on  a  tj-pical  bale  of  Southeastern 
cotton. 

Senator  Bellmon.  You  receive 

Mr.  Craven.  You  have  about  $12  or  $13  a  bale  by  the  time  it 
comes  out. 

Senator  Bellmon.  Are  these  figures  part  of  your  statement? 

Mr,  Griffin.  I  have  them  notarized  and  we  have  them  here.' 

Senator  Bellmon.  Could  they  be  put  in  the  record? 

The  Chaik3,ian.  Without  objection,  they  will  be  inserted  in  the 
record. 
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Senator  Belluon.  I  have  one  other  qu^ion.  In  Mr.  Griffin's 
statement,  he  says  that  he  strongtv  feels  he  must  reduce  the  acreage 
of  rotton'that  is  grown.  Xow,  if  the  Secretan-  of  Acriciihure  were 
to  get  fats  courage  ap  high  enough  and  come  out  and  recommend  a 
reduction  or  let  un  call  it  a  set-aside  in  cotton  this  coming  year,  would 
fae  need  to  pay  farmers  to  set  aside  land,  or  would  they  do  it  as  a 
condition  for  qualifying  for  the  tai^et  price  if  it  was  at  the  50-cents 
range? 

Mr.  Gbiffiv.  I  would  do  it  to  eet  a  better  price  for  my  cotton. 

Senator  Bellmo.v.  You  do  not  frel  you  would  need  to  be  paid  to  set 
tfade  'iome  of  your  cotton  land? 

Mr.  Grifpin^.  It  would  depend  npoo — 

Senator  Bellmox.  Let  us  say  the  target  price  is  50  cents. 

Mr.  Griffix.  So,  sir.  If  the  target  price  is  50  cents  and  I  am  not 
assured  of  a  cutback  in  planting,  I  would  not  agree  to  it.  It  is  too 
dangerous.  If  my  jield  would  drop  to  500  pounds,  I  would  have  a 
loss. 

The  Chairmax.  You  get  a  500  pound  jield  in  Georgia  on  the 
average. 

Mr.  Griffin.  It  is  530  in  ray  county  and  my  j-ield  is  762  pounds, 
but  if  I  dropped  down  to  500  pounds,  it  would  nm  me  around  60 
cents  a  pound  to  produce.  My  cost  is  pushing  S.'JOO  an  acre. 

Senator  Bellu ox.  Mr.  Chairman,  my  point  here  is  if  this  committee 
and  Congress  can  set  a  target  price  of  50  cents  for  cotton  and,  let  us 
say,  comparable  prices  for  the  other  commodities,  your  feeling  is 
that  the  grower  would  then  reduce  the  acreage  to  get  production  in 
line  with  anticipated  demand  without  being  paid  for  letting  his  land 
he  idle,  is  that  right? 

Mr.  Griffix.  I  do  not  know  that 

Senator  Bbluiox.  I  am  talking  about  you  youivelf. 

Mr.  Griffin.  I  would  be  wilhng — what  I  would  leave  out  would 
amount  to  marginal  land  in  that  case  because  I  pay  rent  on  any 
lands  that  I  leave  out. 

Senator  Bellmox.  The  point  of  it  all  is  that  if  it  is  going  to  cost 
the  Government  something  if  you  get  the  lands  to  lav  out,  if  we  set 
a  low  target  price,  we  are  going  to  have  to  pay  the  farmers  to  have 
set-aade  lands. 

Mr.  Griffix.  Why  not  put  that  target  price- 
Senator  Bellmox.  That  is  ray  point. 

Mr.  Griffin.  Let  the  tai^et  pnce  be  a  percentage  of  my  allotment 
which  would  amount  to  whatever  we  use  domestically  and  whatever 
we  export,  and  vary  that  percentage  according  to  what  we  use  erery 
year,  and  then  you  would  not  have  to  have  a  set-aside.  You  could 
plant  sovbcnn'i  or  com,  anything  you  wanteil  to  on  that  laud.  That 
would  limit  the  amount  planted  and — if  somebody  was  wilting  to 
plant  more  than  that  percentage,  they  would  not  have  a  guarantee 
on  what  thev  plant.  Tliev  would  not  have  a  tai^et  prico. 

Senator  Bellmox,  The  target  price  only  applies  to  production 
price  and  only  on  vour  allotted  acres  anvway. 

Mr.  Grifkix.  ^es,  but  I  am  saying  limit  the  tai^t  price  to  what 
we  use  and  what  we  exjiorl.  If  we  have  a  12  million  bale  allotnient 
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and  we  are  not  u^g'^ut  8  million  bales,  plit  the  trai^et  price  on  8 
niilUon  bales.  If  I  want  to  plant  more  tban  that,  I  take  my  ovm 
chances. 

The  Chairman.  Any  further  questions? 

Senator  Allen. 

Senator  Allen.  Mr.  Chairman,  Mr.  Smith  speaks  of  the  escalation 
proWsion  and  of  target  prices  and  loan  prices.  I  am  sure  all  understand 
that  the  Rommittee  writea  a  bi!!,  it  must  be  one  that  meets  *ith  the 
approval  of  the  Senate  and  then  has  to  be  approved  by  the  House,  but 
even  then  we  always  have  the  threat  of  a  rresidential  veto  hanging 
over  the  le^slation.  On  the  escalation,  the  Senate  bill  2  years  ago  pro- 
vided for  immediate  escalation.  When  we  could  not  get  that,  we 
sought  to  have  the  escalation  start  with  the  1975  crop,  but  in  order  to 
get  the  bill  passed,  we  had  to  agree  to  delay  tne  escalation  to 
apply  to  the  1976  crop.  So  any  figures  that  we  set  here  are  going  to 
ultimately  have  to  run  the  gauntlet  of  administration  approval  or 
possible  passage  over  the  veto.  This  seems  to  be  a  legislative  fact  of 

But  specifically  here  where  you  speak  of  the  cost  escalation,  you 
think  the  cost  escalation  provisions  ought  to  apply  to  the  1975  crop. 
You  say,  "In  our  opinion,  it  will  require  a  target  price  at  a  minium 
of  52  cents  per  pound," 

Well,  would  not  that  52  cents  in  effect  be  an  escalation?  I  mean, 
would  you  have  52  cents  plus  an  escalation?  I  do  not  quite  under- 
stand what  3'ou  are  driving  at. 

Mr.  Smith.  Yes,  sir.  That  is  what  I  would  recommend,  that  we 
have  the  52  cents  with  the  escalation  clause. 

Senator  Allen.  About  that? 

Mr.  Smith.  In  there  based  on  the  escalation  we  had  in  the  1974 
crop. 

Senator  Allen.  In  other  words,  52  cents  plus  an  escalation? 

Mr.  Smith.  Yes. 

Senator  Allen.  Of  how  much? 

Mr.  Smith.  Well,  based  on  whatever  the  production  costs  were — — 

Senator  Allen.  They  went  up  about 

Mr.  Smith  [continuing].  In  1974. 

Senator  Allen  [continuing].  About  20  i>ercent.  Tliat  would  get  the 
tat^t  up  to  60  cents  or  so. 

Mr.  Smith.  I  think  that  is  what  it  would  take  for  the  cotton  farmers 
just  to  break  even.  Senator,  not  make  a  profit. 

Senator  Allen.  I  believe  the  other  testimony  has  been  to  the  effect 
Uiat  the  titrget  price  ought  to  be  set  around  50  or  52  cents  without 
escalation,  figuring  that  the  50,  52  cents  is  itself  an  escalation.  But 
vour  thought  is  that  the  escalation  of  1975  cost  over  1974  ought  to 
be  plowed  in  over  and  above  the  52-cent  target? 

Mr.  Smith.  Sir,  what  I  was  trying  to  say  was  that  the  1974  in- 
creased costs  over  the  1973  seem  to  apply  to  the  1975  crop. 

Senator  Allen.  In  addition  to  the  52  cents? 

Mr.  .Smith.  Yes,  sir. 

The  Chairman,  Thank  you  very  much,  gentlemen,  for  your  valued 
contribution. 
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[The  attachment  to  Mr.  Griffin's  statement  follows:) 
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[Tlie  following  material  was  referred  on  p.  613.] 

U.S.  Department  of  Agriccltdre, 

AOBICCLTURAL   St.IBILIZ.ATION    AND   CONSERVATION    Sf.RVICE, 

BoRKE  CoirsTT  ASCS  Office, 
WayneaboTO,  Ga.,  February  10,  1975. 
Mr.  Frank  C.  Griffin, 
Waynetboro,  Ga. 

Dear  Mr.  Griffin:  This  letter  relates  to  the  information  requested  by  you  on 
cotton  and  other  major  commodities  in  Burke  County. 

In  1974,  312  Burke  County  farmers  planted  24,298  acres  of  cotton.  The  County 
average  payment  yield  is  530  Ibe.  per  acre.  Of  these  growers  planting  cotton  in 
1974,  only  fourteen  (14)  of  312  had  a  3  year  average  of  700  pounds  c^  lint  per 
acre  or  bett«r.  This  represents  1323  acres  of  the  total  of  24,298  acres  [Wanted  in 
Burke  County  in  1974. 

As  of  this  date  we  have  placed  10,164  bales  of  1974  crop  cotton  under  CCC  loan 
at  a  value  of  $1,347,763.63,  or  a.  per  bale  average  for  all  grades  of  $132.60. 

The  value  of  one  500  pound  bale  of  cotton  being  put  in  the  CCC  loan  in  Burke 
County,  Georgia,  having  a  grade  and  staple  for  average  cotton  mechanically 
harvested  (51-34)  and  average  mlcronajre  reading  of  4.0, 

25.50  per  lb.  i  500 $127. -W 

Less  receiving  charges 1.  75 

Ixian  amount  (amount  to  compute  interest) 12.i.  75 

Less  $1  research  and  promotion  fee. 1.  00 

Less  county  office  tees  for  handling  ($1.50  per  note,  plus  .25  cents  per 

bale) _ 1.75 

Farmer  receives 12100 
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If  this  bale  of  cotton  remained  under  loan  until  11-30-75,  303  days  x  9.375% 
interest  s  $123.75=$9.79  interest  to  be  repaid,  plus  $12o.75  principle  amount  of 
loan  or  $125.75+ 9.79 =$135.54. 

I  trust  that  this  information  is  what  you  need. 
Very  truly  yours, 

O.  Gltnn  Jenkins, 
CoiititD  Execuliue  Director. 

GsEiNER  Oil  Co., 
WayneaboTo,  Oa.,  February  4,  1S75. 
Gates  Place  Farms,  Inc., 
Waynesboro,  Ga. 

Deab  Frank:  Per  your  request,  we  hope  the  following  information  will  be  of 
b^p  to  you. 

Our  records  indicate  that  we  had  a  15%  increase  on  Gasoline  from  January 
1973  to  January  1974.  We  also  had  a  26%  increase  on  Diesel  Fuel  from  January 
1973  to  January  1974,  Our  records  also  indicate  that  we  had  a  22%  increase  on 
Gasoline  from  January  1974  to  January  1975.  We  also  had  a  10%  increase  on 
Dieeel  Fuel  from  January  1974  to  January  1975. 

ITie  total  increase  over  a  two  year  period  is  37%  on  Gasoline  and  36%  on 
Diesel  Fuel. 

Yours  truly, 

Joe  Gbeisbr. 

S.  M.  WniTNEr  Compant,  Inc., 

Avgusla,  Oa.,  February  6,  1975. 
Mr.  Frank  Griffin, 
1Fayn«»6oro,  Ga. 

Dear  Mr.  Gripfin:  In  reply  to  your  question  In  regard  to  the  selling  price  of 
cotton,  we  beg  to  say  that  becauBe  cotton  is  mechanically  harvested  the  average 
gnde  of  cotton  delivered  to  Augusta,  Georgia  has  a  loan  or  selling  value  of  ap* 
prnximat^y  400  points  below  the  base  grade  of  strict  low  middling  IHs"  cotton. 
If  we  can  help  you  further,  it  would  be  our  pleasure. 
With  kind  regards, 
Yours  truly, 

0.  Barry  Whitney. 


Waynesboro  Fertiliser  Products  Co., 

Waynesboro,  Ga.,  January  i7,  1975. 
\fr.  Frank  C.  Griffin, 
CiiUa  Place  Farm, 
WaynttboTO,  Ga. 

Dbab  Frank:  For  your  information,  the  cost  of  fcrtiliKCr  for  row  crops  for  the 
1975  season  will  be  up  100%  as  compared  with  the  price  for  the  same  fertlllcer  in 
1974. 

Nitrogen  for  side  drcesiog  will  be  up  40%. 

At  the  present  time  there  is  a  fair  supply  of  fertilizer  In  our  section,  however. 
Nitrogen  is  still  real  tight  and  there  Is  a  strong  likelihood  that  we  shall  witness 
increase  in  costs  of  both  these  itcm.s  during  the  coming  planting  season. 
Yours  very  truly, 

John  W.  Walker. 
Tliis  certifies  that  the  above  statement  is  true  and  correct. 
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Waynesboro  Fertiuzi^r  PaooircTB,  Co., 

WayrusboTO,  Oa.,  January  t8,  1976. 
Mr.  Frank  C.  Griffin, 
Cttiti  Plate  Farm, 
Waynesboro,  Co. 

Ueak  Frank:  With  wferi-ncp  to  the  increa-te  in  cost  of  chemicals  for  cotton 
pnidiiotlon  in  1975,  wc  list  Iwlow  various  chemicals  that  were  used  by  you  last 
year,  compared  percent  age- wise  with  the  current  prices  for  these  same  chemicals. 
There  is  a  F^trong  likelihood  that  the  prices  for  these  chemicals  will  increase  during 
the  onmiug  season  ns  they  are  in  short  supply. 

[PiTcentss*  ot  Increase  tor  1975  Bs  compBred  with  1ST11 

Cotorwi _ - 38 

Ansar 10 

Lorox _ - 15 

Temik , .„ ,..„_ 18 

Toxapheno-inethyl _ _ _._ 18 

Niran  6-3 28 

Nemagon _.  41 

Foles 1© 

Kanncx 15 

Avemge  increase  in  cost 22.  44 

M>  would  like  to  call  to  your  attention  ^faat  these  prices  are  based  on  20  day 
tt'rnis  mid  are  prices  that  are  quoted  to  the  large  corporate  type  farm  operator. 
Yours  very  truly, 

Js'o.  W.  Walker. 
This  certifies  that  the  above  is  a  true  and  correct  statement. 

Joel  M.  CAKPKiiTBB,  Notarv  Publie. 

Blamch^rd-Stewakx  Ikc, 
WaiiHttbvro,  Go.,  January  t$,  1975. 
Mr.  Frank  Griitis, 
Waftnesboro,  Ga, 

1>E  vR  Ficixk:  In  answer  to  your  qiieiition  reference  the  price  increa.ses  that  we 
have  had  during  19T4:  I  will  try  to  break  down  our  prices  from  January  1974 
lo  January  1975  staowiag  the  increases  percentage  wise  and  difference  in  retail 
price. 
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Vice  Preaiduiit. 

K   C,    Uh;LAl«LK. 

SiAary  Puhhc. 
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[The  following  information  was  referred  to  on  p.  613.1 

FIBER  PRICES:  LANDED  GROUP  B  MIU  POINTS.tOTTON  PDICeS  AND  MAnMADE STAPLE  FIBER  PDICES  AT  F.O.B. 
IG  PLANTS.  ACTUAL  AKD  ESTIMATED  HAW  FIBER  EQUIVAUNT 
|C<nti  par  pmindj 


Actual      wjulvilml  > 
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virtiid  1*  wtiniatid  raw  fUwr  tquivilvnl  H  Wlowi:  cottsn,  dividMf  bir  0.90,  rjysn  tnd  poly»Ur 


The  Chairman.  The  next  witness  is  Mr.  Wesley  K.  Wannamaker, 

E resident,  Southern  Cotton  Growers,  St.  Matthew,  S.C,  accompanied 
y  Mr.  Nelson  Gibson,  president,  North  Carolina  Cotton  Promotion 
X^ociation,  Gibson,  N.C.  Gentlemen,  we  are  delighted  to  have  you 
with  us. 

You  may  proceed,  Mr.  Wannamaker. 
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STATEHIEirr  OF  WESLEY  K.  WAHirAUAEER,  FKESIBEHT,  SOTTTHERN 
Aim  OIBSOK  COTXOH  GB0WES5,  ST.  MATTHEWS,  S.C. 

Mr.  Wannamaker,  Mr.  Chairman  and  members  of  the  committee, 
my  name  is  Wes  Wannamaker.  I  am  a  cotton  farmer  and  ginner  from 
St,  Matthews,  S.C.  I  serve  as  president  of  Southern  Cotton  Growers, 
Inc.,  and  appear  before  you  on  their  behalf. 

Southern  Cotton  Growers,  Inc.  is  the  regional  cotton  producer's 
organization  representing  cotton  farmers  in  Alabama,  Geor^a,  North 
Carolina,  South  Carolina,  and  parts  of  Florida,  Tennessee,  and  Vir- 
ginia. The  southeast  planted  1,444,000  acres  of  cotton  in  1974,  or 
about  12  percent  of  the  total  U.S.  crop. 

After  enactment  of  the  Food  and  Agriculture  Act  of  1973,  we  felt, 
as  most  farmers  did,  that  the  38  cents  target  price,  a  loan  level  based 
on  a  3-year  average  of  world  prices,  coupled  with  an  escalator  clause 
to  protect  us  from  inflation,  would  be  aoequate  to  meet  the  needs  of 
Ajnerican  farmers  in  the  foreseeable  future.  Such  has  not  been  the  case. 

We  are  all  aware  that  this  Nation  and  indeed  the  world  has  experi- 
enced a  period  of  double-digit  inflation  unparalleled  in  this  country  in 
modem  times.  We  have  faced  shortages  of  fuel  and  fertilizer,  sharply 
escalating  production  costs,  and  cotton  prices  that  have  fallen  below 
the  cost  (rf  production,  even  for  our  most  efficient  farmers. 

As  j-ou  are  aware,  Mr.  Chairman,  the  recent  reported  plantii^ 
intentions  issued  by  the  U.S.  Department  of  Agriculture  indicates 
that  farmers  in  the  Southeast  intend  to  reduce  cotton  acreage  in  1975 
to  50  percent  of  the  acreage  they  planted  in  1974. 

The  cotton  industry  in  the  Southeast  provides  thousands  of  jobs, 
not  only  on  the  farm  but  in  the  processing  and  textile  industries,  and 
injects  millions  of  dollars  into  our  economy.  Due  to  present  produc- 
tion costs,  unstable  markets,  and  the  general  economic  conditions  in 
this  country  and  abroad,  our  sources  of  credit  are  unwillii^  or  unable 
to  provide  adequate  financing  to  a  large  majority  of  our  producers 
to  cover  their  needs  for  the  1975  cotton  crop.  If  we  are  not  afforded 
immediate  relief  in  the  form  of  a  price  mechanism  which  will  assure 
producers,  and  their  bankers,  of  an  adequate  return  on  their  invest- 
ment, the  Southeast  will  experience  widespread  shifts  in  land  usages 
this  spring. 

Mr.  Chairman,  farmers  in  the  Southeast  are  in  wholehearted  agree- 
ment with  statements  expressed  in  your  speech  before  the  Georgia 
Fann  Bureau  Convention  and  recorded  in  the  Congressional  Record 
of  December  10,  1974.  We  agree  with  you  that  the  tareet  prices 
established  by  Congress  in  the  Farm  Act  of  1973  are  totally  inade- 
quate. We  hope  that  the  bill  which  this  committee  develops  will 
Erovide  a  minimum  target  price  of  52  cents  per  pound  for  cotton.  We 
elieve  that  the  loan  rate  must  be  closely  tied  to  the  target  price  and, 
therefore,  it  also  must  be  raised  to  a  more  realistic  level.  The  loan  is 
the  one  tool  which  can  secure  adequate  producer  financing,  provide  a 
mechanism  to  insure  orderly  marketing  and  maintain  a  viable  cotton 
industry  in  the  Southeast. 

We  realize,  Mr.  Chairman,  that  loan  rates  should  not  be  so  high  that 
they  will  encourage  unnecessary  production,  domestically  or  by  our 
foreign  competitors.  But  the  Ainericnn  farmer,  if  asked  to  produce 
adequate  supphes,  must  be  provided  with  reasonable  income  protection 
for  tne  high  risk  he  must  shoulder.  In  our  judgment,  the  loan  rale,  to 
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ser\'e  this  purpose,  should  be  set  at  a  mmimum  of  44  cents  per  pound — 
basis  midolitig  1  inch.  Our  averf^e  cost  of  production  in  the  Southeast 
during  1974  exceeded  55  cents  per  pound. 

In  addition,  Mr.  Chairman,  we  recognize  that  the  target  price 
concept  is  based  on  a  national  average  of  prices  received  by  farmers 
during  a  calendar  year.  Just  as  a  man  can  drown  trying  to  ford  a 
river  avera^ng  only  1  foot  in  depth,  average  prices  are  also  deceiving 
as  they  apply  to  the  target  price  concept.  The  target  price  affords  no 
fruarantefi  that  any  single  farmer  will  receive  x  cents  per  pound,  or  in 
fact,  any  payment  at  all,  as  was  evident  in  1974.  We  would  respectfully 
suggest,  Mr.  Chairman,  that  the  loan  price  is  the  foundation  on  which 
farmers  must  rely  to  secure  crop  financing,  and  a  reasonable  assurance 
that  a  part  of  his  costs  of  production  will  be  returned  from  the 
marketplace. 

At  a  meeting  of  Southern  Cotton  Growers,  Inc.,  in  Atlanta  on 
Februai^  8,  our  membership  adopted  the  following  additional  positions 
concemmg  possible  new  farm  legislation: 

1.  Any  new  legislation  should  contain  an  escalation  clause  which 
would  adjust  target  prices  upward  to  meet  rising  costs  ot  production 
applicable  to  the  1975  cotton  crop. 

2.  That  any  new  legislation  should  maintain  the  present  iHwisions 
in  the  law  designed  to  protect  a  farmer's  history  acreage  by  release 
and  reapportionment  of  allotments  and  the  transfer  of  allotments 
among  farms  by  sale  and  lease  within  a  State. 

3.  That  interest  rates  for  Commodity  Credit  Corporation  loans 
should  not  be  so  hi^  as  to  discourage  a  fanner  from  making  full  use 
of  the  program.  We  believe  this  rate  should  not  exceed  the  5^  percent 
rate  in  e£Fect  in  January  1974. 

4.  That  in  order  to  facilitate  orderly  marketing  of  qualities  of  cotton 
which  may  temporarily  be  in  excessive  supply,  and  in  order  to  maintain 
adequate  stocks  outside  of  Government-owned  inventories,  we 
recommend  that  fanners  be  given  the  opportunity  to  renew  loans  for 
an  additional  period  of  8  months  beyond  the  present  10-month  loan 
period. 

5.  And  as  in  the  past,  Mr.  Chairman,  producers  in  the  Southeast 
are  adamtrntly  opposed  to  any  program  which  would  deny  them  free 
access  to  foreign  markets. 

I  apprciate  the  opportunity  to  present  our  views  before  you  today 
and  will  be  glad  to  try  to  answer  any  question  you  or  the  committee 
ms^  have. 

Thank  you. 

The  Chairman.  Mr.  Gibson. 

8IATXKENT  OT  HEISOK  OIBSOIT,  FEESISEirr,  ROSIH  CAKOIINA 
COTTOH  FBOMOTIOK  ^SOCIATIOK,  OZBSOIT,  K.C. 

Mr.  Gibson.  Mr.  Chairman,  I  probably  hare  the  shortest  statement 
erf  the  d(^. 

Mr.  ChauTman,  members  of  the  committee,  my  name  is  Nelson 
Gibson  of  Gibson,  N.C.  I  am  a  cotton  farmer  and  also  farm  other 
crops.  I  am  presently  serving  as  president  of  the  North  Carolina 
Cotton  Promotion  Association  in  which  capacity  I  address  you  today. 


,y  Google 


On  behalf  of  our  meiDbership  I  wish  to  endorse  wholeheartedly  the 
testimony  of  Mr.  Wannamaker  of  Southern  Cotton  Growers,  Inc., 
of  which  we  are  a  part,  who  we  feel  has  verj-  ably  expressed  the  feeling 
of  our  fajTners  in  North  Carolina. 

Thank  you,  Mr.  Chairman  and  members  of  the  committee. 

The  Chairman.  Mr.  Gibson,  you  have  made  a  very  eloquent 
statement.  [Laufchter.] 

I  think  both  of  you  have  made  a  great  contribution  here.  I  notice 
the  pattern  of  all  of  the  witnesses  representing  the  cotton  industry 
and  the  cotton  producers  is  substantially  the  same.  I  take  it  that  you 
are  in  favor  of  staying  by  the  target  price  loan  concept. 

■  Mr.  WAWVAMAKBHi   \  es,  sip.'^  -  ^  ■  > 

"  The-©BAiBnaN.  That  is  true  of  both  of  you? 

Mr.  Gibson.  Yes,  sir. 

■  >Th0Oi#AiBUAN.'  And  youithink  the  target  price  ougbtto  recover 
tiie'Coet'oE^wbatthe  faring  [H^duoe?  !-  V   .  >' 

Mr.  Gibson.  Yes,  sir.  .1     ■■■l«.-'.-:.\^.--  ■ ,  - ..    ■     .  ■  ■  i    ■ 

'-  ^he  CETAaRMAN.; 'And  that.  kmO' levels  should  be  .somewhat  less  so 
OS  toi  110* encourage  production  for  QoreiEnatentiwarebouscs  alone,  v 
Mr.  Gibson.  Yes,  sir.  ;■-■  •  ,'■    *  ••  -  V^-     -  '     -.■  .-'i  ..■ 

■Mr;  WMOTAMAjtBK. 'YeB^siri  ..i. '.■;"■  i..  ■'■...  ■,•/  :  k-- ■ 
The  Chaibma-wi.  Tbaafc  yoavf    -     '    '     '.■  ■,     -  ;      ■      1     *  ■ 

■  ■  Any  fypther  qoeations?' '    ;■   ■!     ■•  ■•"  '.     ■'    .■• 

Senator  Humphrey.  What-  is  the  present  loan  level  on  cotton? 
•Mr.  WANNrtMAKETB.'  Present  loaaievel  for  the  1974  crop  is 28  cents. 

Senator  HinaPHBiiY;  The: loan  level  is' 28  cents,  What  is  the  target 
price?  ■■'  ■      ' 

Mr.  Wannamaker.  The  target  price  ia  37. 

Senator  HuMPHBEY.  Is  it  60  percent  of  parity?  What  would  you 
estimate  as  being  a  rea.sonable  jiereentage  of  the  target  price  for  the 
loan  level?    ■  ■  ' 

■  Mr.  Wanhamakkb.  Senator  Humphrey,  we  are  thinking  in  terms 
of  80  to  85  percent. 

Senator  Humphrey.  Eighty,  eight;"-five  percent? 

Mr.  Wannamaker.  Yes,  sir. 

Senator  Hdmphbey.  Thank  you. 

The  Chairman.  If  there  are  no  further  questions 

Senator  Bellmon.  Mr.  Chairman,  one  question. 

When  you  talk  about  loan  price  of  44  cents  and  target  jirice  of  52 
cents,  do  you  mean  net  to  the  farmer? 

Mr.  Wannamaker.  Well,  farmers  would  not  net  44  cents  because 
the  loan  price  is  based  on  middling  inch  cotton  and  j'ou  have  «  scale 
down  and  a.  scale  above  the  loan. 

'  Scbiito'r  BiittMON.    You  iare   applying  a   little   Kentucky' wind 
damage  hcrry  Yea  have  it  higli  cnongn  so  you  think  farmers  could  live. 

Mr.  Wannamaker.  Perhaps  so.  It  strictly  depends  on  the  grain 
and  staple  leiistli:  of  the  sample. 

Spiiiitor  Bellmon.  Wliiit  about  fho  .^2-<'ont  tiirgct  price?  Is  that 
wliat  you  PKpect  the  fiirmor  to  gel.  or  is  it' — — 

-Mr.  WA^x.vA.M.iivBH.  We.  are  really  asking  for'52-cent  target  i)ricft 
plu&  tlic  escalation  elaiK^*?. 
.    Senator  BwiitJiON.  1  understand. 

Mr.  Wannamaker.  We  are  tiilkiiip  about  a  tiirget  price  in  the 
neighborhood  of  5S,  59  cents. 
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Senator  Bbllmon.  But  the  52  cents  that  you  have  in  your  statement 
is  intended  to  be  net  to  the  farmer? 

!Mr.  Wannamakbr,  Yes,  sir,  it  would  be. 

Senator  Bellmon.  After  payment  of  all  the  various  chaises  that 
they  take  out. 

Xlr.  Wannamaker.  Of  course,  the  tai^et  price,  the  loan  price,  are 
completely  different.  It  would  be 

Senator  Bellmon.  Right.  But  we  had  a  witness  who  said  they  take 
off  4  cent"?  a  pound  for  machine-stripped  cotton 

\Ir.  Wannamaker.  This  is  for  loan  cotton,  right,  jes,  sir.  , 

The  Chairman.  Thank  you  Very  much. 

If  there;  ftre^no  further  questions,'  thar|i  J'ou,  gentlemen.' 

The  neit  witness  isMr.  Ed'Mauldin,  Town  Creek,  Ala!,  arid  the 
Chair  recognizes  the  distihguislied  Senator  froni  Alabaniti.  '/ 

Senator  ALLijN.Th^ik  you,  Mr.  Chairman.  * 

\ir.  Chalntian,  "Mr.'  Edward  P."  Maiddin  is  a'  farmer,  a  c6tton 
onner,  and.  farn\^impIeEoenf,  dealer  and  president  of  a  small  to.wii 
fiank'  wlil,fth  rffdjles' ^Trii  lo&ns.  He  has  appe'ared  before  this  c6m- 
mittee'  inirt^  timfes.  We  all  know'hinl.  Hfei  enjoys  a  national  deputa- 
tion as  a.  farm  spokesman,  as  evidenced  by  his  pAit  membership  oti' 
the  N'fitionSl  A^cuIturat.AdvisoJy 'Cdiincil  abd  pftst'm^bershiD 
oil  the  I^a^cfnal  Food  aad.Fibfe  Commission;  and  also  because  of 'the 
yaliiable'afld  knftwledg6able  testiihonj  he  has'given  our  committep 
in  the' past.'    /    -/  ,'  , .'  '."■ '       '  ''.' 

"Ed  is  a  persoiial  friehd  and  a'Valuejd  coiistituent  and  has  been  ol 
great  benefit  and  ^crvice'to  mB,  '  >    .       ■  .....■.•, 

The  Chairman.  Wiltthe  Senator  yield  at  that  point?  Is  it  fair  ta^ 
state  he  is  also  a  big  Jim  Allen  supporter? 


n^aughter;] " 
1  remember 


'  remember  several  years  ago,  I  believe  he  was  a  member  of  thft' 
General  Assembly. of  Alabama  at  the  time  and  Senator  Humphrey 
and  I  were  fighting  so  valiantly  to  get  one  price  cotton,  he  gave  u3 
valued  aid. 

Senator.  Humphrey.  I  should  say  so. 

Tli^  Chairman.  You  are  well  introduced.  You  must  be  an  out- 
standing witness.  You  may  proceed,  sir. 

STATEMENT  OF  ED  MATJIJ)IN,  LEI6HT0K,  AtA. 

Mr.  Madldin.  Thank  you,  sir.  I  will  admit  to  and  claim  one  im- 
portant contribution  and  that  is  I  feel  like  that  we  in  Alabama  do 
contribute  something  to  the  political  system  because  of  the  fact  that 
we  send  Jim  Allen  and  John  Sparkman  to  the  Senate,  and  George 
Wallace  to  the  country. 

Senator  Humphrey.  You  bet.  Jim  Allen  to  the  Senate  and  Geoi^e 
Wallace  to  the  countrj'. 

ILftughter'.] 

Mr.  iM.ATJLurv.  We  wish  we  could  make  an  economic  contribution! 
of  the  same  magnitude  that  we  feel  like  o\ir  political  contribution  is 
through  our  distinguished  political  loaders. 

As  Senator  Allen  has  mentioned,  I  have  been  allowed  to  testify 
before  "your  committee  before,  Mr.  Chairman,  for  which  I  am  indeeti 
grateful.  I  don't  believe  at  anj'  other  time  I  have  been  a;^  apprehensive 
ibout  the  condition  and  tlio  future  of  agriculture  as  I  am  now.  In 


,y  Google 


fact,  it  would  seem  to  us  in  Alabama  that  tho  eaergy  crisis  that  we  are 
HOW  Ptuduring  may  be,  in  the  not  too  distant  future,  supplanted  with 
a  food-and-fiber  crisis  if  we  can't  at  this  time  get  a  better  handle  on  a 
Wable  public  policy  for  food  and  fiber  for  our  countrj-. 

Indicative  of  the  importance  that  we  in  Alabama  and  that  the  non- 
farm  s^ment  of  the  Alabama  population  attaches  to  the  farm  problem, 
1  would  like  to  call  your  attention  to,  and  with  the  Chairman's  per- 
mission, make  a  part  of  the  record,  certain  articles  and  publications. 

The  Chairman,  Without  objection  the  articles  will  be  inserted  in 
the  record.* 

Mr.  Mauldin.  This  one,  an  article  in  the  Birmingham  News,  refers 
to  a  meeting  in  Greensboro,  Ala.,  held  just  this  week.  A  member  of  the 
Senate  committee  staff  attended  with  Senator  Allen.  It  quotes  a  young 
farmer  saying,  "I  won't  be  a  fanner  if  there  is  not  some  relief  within 
45  days." 

Now,  I  think  that  is  not,  Mr.  Chairman,  an  isolated  inddeiit  in  our 
State. 

Another  story  here  with  headlines  in  the  Bimui^bam  News,  which 
is  Alabama's  largest  newspaper,  says,  "38  cent  cotton  and  50  cent 
cost.  So  farmers  ponder:  plant  or  not." 

Now,  it  goes  on  to  quote  the  people  from  Auburn  University,  one  Mr. 
Louis  Chapman,  who  is  a  cotton  specialist  for  Auburn  Uruversity — the 
land  grant  college  in  Alabama — stating  that  his  research  into  the  pro- 
duction costs  in  Alabama  indicate  that  it  costs  40  cents  a  pound 
out-of-pocket  costs  to  grow  cotton  in  Alabama  and  that  the  target 
price  as  we  have  talked  about  here  today  is  only  38  cents. 

Editorials,  "to  plant,  or  not,"  have  appeared — -such  editorials 
have  appeared  in  the  Birmingham  News  and  many  other  papers. 

Alabama's  lai^est  financial  institution — in  publishing  its  fourth 
quarterly  statement  which  was  the  annual  statement  of  condi- 
tion—Alabajna  Bancorporation,  a  financial  institution  with  assets 
in  excels  of  $1%  billion,  devoted  ti\o  pages  in  its  fourth  quarterly 
report  to  the  stockholders  to  an  article  entitled  "A  New  Golden  Age  for 
Alabama  Agriculture?"  This  article  was  prepared  by  the  school  for 
business,  not  of  Auburn  University  but  of  the  University  of  Alabama 
in  Birmingham.  They  cite  tremendous  increases  to  input  costs  into  the 
cost  of  production  for  1974  as  compared  to  1973  but  with  no  projection 
for  1975.  An  illustration  of  the  escalation  of  these  costs  is  ammonium 
nitrate  which  is  one  of  the  more  important  inputs  in  production  of  crops 
in  the  South  and  particularly  cotton.  It  has  gone  up  since  1973  from 
$55  a  ton  to  $157  a  ton,  almost  a  300-percent  increase  in  input  costs 
for  that  one  item  alone. 

Now,  these  things  haven't  stopped  with  the  1974  year.  It  seems  that 
during  this  portion  of  1975  we  have  seen  further  escalation  in  the  cost 
inputs  that  the  farmer  requires.  Many  of  them  have  been  brought  out 
today. 

In  view  of  that,  Mr.  Chairman,  our  plea  to  vou  would  be  that  we 
must  attempt  to  devise  a  national  food-and-fiber  policy,  an  agricul- 
tural policy,  a  farm  policj',  if  you  will,  that  will  build  some  stability 
into  the  agricultural  situation,  stability  at  a  fair  price  level  to  the 
producer.  It  is  our  thinking  that  the  support  price  ought  to  reflect  a 
percentage  of  parity.  That  being  geared  to  parity  you  can  hope  that 
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\ho  clianges  in  the  input  costs  that  we  have  just  discuased  will  be  such 
thai  the  support  price  will  then  follow  them  up  and  even  follow  them 
<k>M,-n  if  indeed  they  should  ever  go  down. 

The  Chairman,  What  you  are  really  talking  about  is  an  escalator 
clause. 

^Ir,  Mauldix.  Yes.  An  escalator  clause  and  it  needs  to  be  geared 
to  the  input — costs — into  agriculture  because  there  are  so  many  off- 
farm  inputs  that  are  required  now  in  the  production  of  crops,  par- 
ticularly cotton. 

It  would  be  our  thought  that  the  out-of-pocket  costs — not  a  return 
necessarily  on  land  and  capital  and  management — but  the  out-of- 
IWKrket  costs  that  a  farmer  has  to  buy  from  off  the  farm  to  produce  his 
crops  including  his  hired  labor,  those  costs  ought  to  be  not  in  excess  of, 
or  rather,  the  support  price  ought  to  be  at  least  equivalent  to  those 
out-of-pocket  costs. 

The  Chairman.  You  are  talking  about  target  price? 
Mr.  Ma0ldin.  No  sir — the  support  price. 
The  Chairman.  Loan  level? 

Mr.  Mauldin,  Yes  sir.  The  support  price.  The  loan  level.  At  a  level 
nt  least  equivalent  to  those  out-of-pocket  costs  that  the  farmer  has  to 
acquire  off  the  farm  including  his  farm  labor. 

The  Chairman.  What  would  you  make  the  target  price? 
Mr.  Mauldin.  Then  the  tai^et  price  should  be  someplace  higher 
that  would  give  him  a  fair  return  for  his  own  management  and  capital 
and  land  if  he  were  a  prudent  farmer,  e-xercising  good  judgment,  and 
employing  efficient  production  practices.  Then  that  would  be  the  target 
price  level  that  we  would  see  as  building  stability  mto  an  agricultural 
proeram. 

We  think  the  consumer- — - 

The  Chairman.  What  you  are  saying  in  effect  is  the  Government 
guaranteeing  everv  farmer  against  any  loss,  is  that  not  correct? 
Mr.  Mauldin.  No,  sir — -we  don't  see  it  that  way. 
The  Chairman.  If  you  make  the  loan  level  on  his  cost  basis  that  is 
what  it  would  be. 

Mr.  Mauldin.  We  are  talking  about  loan  level,  Senator,  only  on 
an  out-of-pocket  cost  basis.  He — the  producer— has  additional  costs  in 
return  to  land,  return  to  capital,  that  are  also  fi,xed  costs  that  would  be 
over  and  above  the  figure  we  see  the  equitable  support  ])rice  being. 
Senator  Dole.  That  would  be  covered  by  the  target  price? 
Sir.  Mauldin.  That  should  be  covered  by  the  target  price. 
Senator  Dole.  Are  you  going  to  advocate  this  for  everybody  in 
America  or  just  farmers? 

Mr.  Mauldin.  We  would  advocate  this  in  the  public  interest — 
to  assure  a  continuing  adequate  supply  of  food  and  fiber  in  behalf  of 
the  consumer,  we  feel  like  tne  consumer  is  entitled  to  protection  from 
this  escalation  and  these  gyrations  in  prices  and  the  rollercoaster 
effect  which  we  experienced  in  cattle.  Senator  Dole,  18,.  24  months 
ago,  and  which  we  experienced  in  cotton  subsequently.  Wo  feel  like 
the  consumer  is  entitled  to  protection  from  that  with  a  release  price 
at  which  the  Government  would  release  whatever  commodities  they — 
the  Government — had  acquired  through  the  support  program,  through 
the  loan  program.  To  be  released  into  the  market  at  a  level  to  be 
fixed  as  a  percentage  of  paritj'  when  the  price  becomes  again  e.yhor- 
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bitant,  too  high,  boom,  and  we  feel  like  the  consumer  is  entitled  to 
this  protection.  This,  Mr,  Chainnan,  is  certainly  in  the  national 
interest, 

Xow,  it  also  accrues  to  the  advantage  of  the  producers  because 
once  the  price  gets  at  the  too  high  level,  at  the  80-  to  90-cent  level  for 
cotton,  at  the  too  high  level  for  cattle,  then  the  nrices  of  beef  never  go 
dow-n.  Clothes  never  get  as  cheap  again  even  wnen  cotton  goes  down 
as  it  is  now.  The  middleman,  processors,  retailers,  tie  to  these  high 
prices,  use  them  as  an  excuse  to  escalate  their  own  price  markup  in  the 
process  and  then  when  the  cattle  go  dow  n,  the  price  never  goes  down 
at  the  retail  level  commensurate  with  the  price  reduction  at  the 
farm  level.  So  we  feel  like  we  need  a  three-tiered  pricing  system,  one — 
a  support  price,  two — a  tai^et  price,  and  then  three— a  release  price  at 
which  the  Government  could  release  these  commodities,  should  they 
acquire  any  under  the  loan  program,  as  a  protection  to  the  consumer, 
to  give  stability  to  the  producers  and  in  the  interest  of  the  public  to 
assure  adequate  supplies  of  food  and  fiber  at  all  times. 

I  thank  you  very  much  and  would  be  pleased  to  respond  to  any 
questions. 

The  Chairman.  You  made  a  very  fine  contribution,  Mr.  Mauldin, 
and  the  committee  is  grateful. 

Any  questions?  Thank  you  very  much. 

Senator  Humphbet.  Mr.  Chairman,  before  Mr.  Mauldin  leaves, 
I  just  want  to  note  for  the  record  that  this  is  the  kind  of  testimony 
that  I  have  heard  here.  I  was  home  this  past  week,  and  we  had  some 
200  farmers  and  bankers  at  a  meeting  in  Bloomington,  Minnesota. 
The  group  were  mainly  from  small  to«Ti  and  country  banks  and  many 
were  soybean  and  cattle  farmers.  The  soybean  fanners  said  much  the 
same  as  what  you  are  saying,  Mr,  Mauldin.  They  wanted  to  have  a 
tai^t  price  and  loan  program,  and  ne  had  the  Universit}-  of  Min- 
nesota represented.  Dr.  Hueg  was  there,  and  he  is  the  head  of  the 
School  of  Agriculture.  They  wanted  a  reasonable  loan  level  similar  to 
what  we  have  heard  here  from  the  cotton  people.  We  also  talked  about 
a  third  tier  or  a  so-called  release  price. 

Most  of  the  farmers  that  I  was  talking  to  out  there  are  deeply 
concerned  about  these  gyrations  in  the  price  structure.  One  farmer 
said  that  he  is  sick  and  tired  of  hearing  about  consumer  concerns 
since,  as  he  points  out,  he  is  as  big  a  consumer  as  any  of  them.  But 
while  what  he  buj's  keeps  increasing  in  cost  the  farmer  has  no  such 
certainty  on  what  he  sells.  And  so  this  farmer  said  he  wanted  some 
stability  in  the  market.  He  didn't  enjoy  ha\-ing  the  price  for  soybeans 
reach  $11  and  J12  and  then  drop  to  $5  or  |6.  The  farmers'  feed  prices 
remain  high  and  do  not  drop  to  reflect  the  S5  or  S6  level. 

So  I  think  there  is  some  sympathy  with  your  testimony, 
Mr.  Mauldin.  At  least  there  is  in  my  mind.  And  I  just  wanted  to 
note  for  this  record  the  sort  of  information  that  I  have  been  getting 
from  people  that  are  not  from  Alabama,  but  they  are  from  Minnesota.  ' 
The  same  sort  of  reasoning  runs  all  the  way  through  the  testimony.  A 
decent  loan  price,  a  better  taiget  price,  and  by  the  way,  our  farmers 
ai'c  not  so  gentle  as  you  are,  sir. 

As  they  said,  every  time  they  talk  to  a  businessman  Ihey  are  always 
talking  about  goodwill,  what  the  goodwill  costs  and  they  are  also 
talking  about  their  fixed  assets  and  their  equity.  But  when  you  get   '. 
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to  a  farmer,  they  just  want  to  talk  about  seed,  and  whether  or  not 
motn  is  out  there  on  the  tractor.  But  I  happen  to  believe  that  a  farmer 
is  entitled  to  a  decent  return  from  his  efforts  and  his  land.  I  think  he 
is  entitled  to  a  management  fee  like  anybody  else. 

Mr.  Mauldin.  Could  I  develop  one  further  point  in  response  to  the 
target  price.  The  target  price  for  cotton  is  only  38  cents  and  parity 
is  75  cents.  The  loan  price  is  28  cents  and  it  is  going  to  34  cents  with- 
out changing  the  legislation,  so  wo  have  a  lot  of  numbers  to  deal 
^th.  But  if  the  tai^et  price  were  today  50  cents  a  pounds-farmers  in 
Alabama  are  getting  less  than  35  cents  for  their  cotton;  some  of  them 
less  than  30  cents  iMcauae  of  low  quality,  late  harvested  cotton — but 
if  even  if  the  target  price  were  50  cents  the  deficiency  payments 
WYmId  only  be  2  cents  a  pound.  So  even  if  you  raise  the  target  price 
you  don't  guarantee  the  farmer  50  cents  for  his  cotton.  The  way  the 
Department  of  A^culture  presently  calculates  target  price  and  the 
basis  upon  which  it  is  computed,  if  today's  target  price  in  the  law 
vrere  50  cents  a  pound,  then  a  grower  would  only  get  a  2-cent  defi- 
ciency payment,  even  though  the  current  market  price  is  only  35 
cents 

Senator  Humphrey,  How  come? 

Mr.  Mauldin.  It  is  an  illusion.  The  taiget  price  concept  is  decep- 
tive. It  is  almost  a  hoax.  It  is  no  real  guarantee  to  a  producer  or 
his  banker. 

The  Chairman.  Thank  you  very  much, 

(The  following  articles  were  referred  to  on  p.  624.] 

[Reprinted  from  the  BlrmlDBham  News,  Feb.  12.  ISTS] 

Aid  in  the  Works,    He    Says 

"Help  Us,"  Alabama  Faruers  Beg  Senator  Allen 

(By  Lib  Bird) 

Gkbensboro — "Your  plight  ia  being  told  in  Washington,  but  you  don't  see 
any  farmers  on  the  6  o'clock  news,"  Sen.  Jim  Allen  told  Black  Belt  farmers 
during  a  visit  home.  Allen  is  holding  a  neries  of   meetings   around    the   stat«. 

Farmers,  especially  cotton  farmers,  told  Allen  they  were  in  serious  trouble 
because  of  high  enpensea  and  low  prices.  "I  won't  be  a  tarroer  it  there's  not  some 
lelief  within  45  days,"  said  one  young  Greene  County  man. 

Allen  said  legislation  favorable  to  farmers  has  an  easy  time  in  the  Senate. 
But  in  the  House,  made  up  mostly  of  urban  area  representatives,  it  has  a  tougher 

Third-ranking  member  of  the  Senate  Agriculture  Committee,  Allen  told  farmers 
about  farm  legislation  now  under  consideration.  This  includes  long-tenn  financing 
at  lower  interest  rates,  restrictions  on  beef  imports,  and  a  government  boll  weevil 
MHitrol  program. 

Allen  said  the  new  agriculture  act  which  is  to  be  reported  out  of  committee 
aoon  would  raise  the  price  of  cotton.  Id  reply  to  a  question,  Allen  said  50  to  52 
cents  a  pound  baa  support. 

A  number  of  cotton  farmers  at  the  meeting  said  their  latest  crop  still  is  in 
storage  waiting  for  some  break  in  prices  so  they  could  sell  it  for  ut  least  what  it 
cost  to  produce. 

But,  noted  a  catUe  farmer,  "The  cattle  fanner  can't  put  his  cows  in  storage." 

Allen  said  he  co-sponsored  a  resolution  to  change  the  quota  on  imported  beef 
and  another  to  require  labeling  of  imported  beef  at  meat  counters. 

OnesoybeanfarmertoldAllenhedidnot  favor  any  government  aid  for  soybeans. 

"But  I  do  want  you  to  help  the  cotton  farmers  so  they  won't  all  plant  soybeani*," 
be  added. 

Allen  said  when  the  new  cotton  target  is  official  farmers  will  be  able  to  obtain 
■dditional  loans  from  banks  and  farm  lending  agencies. 
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[Reprinted  from  tbc  BlrmlDghatq  Neva,  Feb.  12.  19'S| 

38-cEKT  Cotton  and  SO-cekt  Cost,   bo  FAsuERa  Pondeb:  Plant  ob  Not 

(By  Chariea  Nix) 

Most  Alabama  cotton  farmers  arc  in  the  most  frustrating  spot  of  their  lives  as 
they  try  to  decide  whethor  to  plant  this  spring  in  the  face  of  falling  cotton  prices 
and  rising  production  ciwts. 

It  is  estimated  that  Alabama  cotton  planting  will  be  oH  40  per  cent  this  spring. 

The  farmers  are  faced  with  cotton  at  38  cents  a  pound  and  failing  and  no 
guarantee  the  price  won't  keep  going  down.  At  the  same  time,  they  know  it  costs 
an  average  of  50  cents  a  pound  to  produce  cotton  and  production  costs  are  still 
rising. 

Louie  J.  Chapman,  cotton  specialist  with  the  Auburn  ExtcTLsion.  Service, 
summed  up  the  cotton  farmers'  situation  saying  his  product  was  in  a  depression 
and  the  materials  he  needed  to  grow  it  still  in  an  inflation. 

There  are  some  real  commercial  cotton  farmers  who  will  produce  more  cotton 
per  acre  and  reduce  their  cost  per  p()und  to  26  and  30  cents.  These  farmers  may 
even  increase  the  number  of  acres  they  plant. 

The  others  who  plant,  this  spiing  will  be  pinning  their  hopes  on  a  turn  around 
in  the  economy. 

"Ah  soon  as  the  economy  turns  around,  then  bingo,  everything  tUnw  around. 
We  begin  to  sell  ahirt.>i,  pants,  pillow  cases  and  then  we  sell  cotton,"  Chapman 

Chapman  believes  when  the  time  comes  twnjieis  are  going  to  plant  more  cotton 
than  they  say  they  will.  "How  much  more  I  don't  know.  There  wiQ  definitely  be 
a  significant  decrease  in  acreage,"  he  said. 

But  Chapman  said  some  of  the  fnrmere  are  saying  they  won't  be  planting 
because  of  the  frustrations  of  the  past  two  seasons.  But  he  said  ^hcn  t>lanting 
time  comes  they  will  be  in  the  fieltk  with  their  seed. 

Some  cotton  state  oonKressmen  are  trying  to  get  legislation  to  guarantee 
farmers  a  certain  amount  for  their  cotton  but  Chapman  said  he  doesn  t  believe 
the  effort  has  a  very  good  chance  of  success. 

An  increase  in  the  selling  price  of  cotton  or  a  drop  in  soybean  prices  also  could 
influence  a  larger  planting.  Some  cotton  farmers  probably  would  turn  to  soybeans 
if  they  didn't  plant  cotton. 

But  some  farmers,  Chapman  said,  have  no  choice  l>ut  to  plant,  again.  They 
have  too  big  an  investment  in  equipment  which  has  the  sole  function  to  raise 
cotton.  A  cotton  picker  cost  $40,000, 

If  the  drop  in  cotton  acreage  meets  predictions,  Alabama  would  have  370,000 
acre»  planted  instead  of  the  600,000  acres  last  year. 

There  is  les.i  cotton  being  used  than  any  time  since  1934.  The  textile  industry 
Im  depressed  like  the  rest  of  the  economy.  So  there  were  four  million  bales  of 
cotton  left  over  from  last  year's  crop. 

A  nine-million-bale  crop  this  year  would  leave  seven  million  bales  available 
for  export  and  would  set  the  stage  for — guess  what — another  cycle  of  high  cotton 
prices.  Chapman  said. 

[From  the  Blrmlaghom  News,  Feb.  14,  19T5] 

To  Plant,  Or  Not 

In  many  recent  crop  years  the  question  for  cotton  farmers  waa  which  way  their 
crop  would  he  ruined:  Boll  weevils,  a  deep  freeze  or  too  much  rain. 

And  on  a  numl>er  of  occasions  two  or  more  of  those  disasters  struck  in  con- 
secutive years. 

Then,  more  recently,  when  some  of  the  Alabama  crop  was  placed  under  the 
protective  umbrella  of  the  federal  parity  progr.am,  contracting  to  sell  all  or  a 
portion  of  their  crop  for  approximately  40  cents  a  !>ound,  cotton  rocketed  to  a 
staggering  80  cents,  in  :jome  cases,  leaving  many  of  the  producers  giisi^ing  over 
what  might  have  been. 

Insofar  as  the  cottim-producing  effort  has  developed  in  the  past  half  dozen 
years,  those  involved  have  had  good  reason  to  feel  that  they  can't  win  for  losing. 

The  barely  unbroken  strrak  of  cotlon  problems  appears  on  the  verge  of  con- 
tinuing undiminished  this  crop  year.  The  approximate  cost  of  producing  a  ginned 
pound  of  cotton  presently  is  jO  cents.  The  anticipated  market  price  is  38  cents. 
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There  are  a  number  of  large-scale  producers  Who  will  be  able  to  produce  their 
eropR  for  quite  a  bit  less  than  the  averase  cost,  enabling  them  to  come  out  tolei^ 
ably  well  on,  this  year's  production,  barring  further  natural  or  economic  dlaaxterR. 
Many  cotton  producers  who  have  to  face  the  38-50  problem  are  giving  much 
thought  to  turning  from  cotton  to  soybeans,  a  crop  where  the  cost-market  price 
tiisparlty  ie  considerably  more  predictable.  Others  may  take  the  gamble,  ho■we^■er, 
luid  stay  with  cotton  in  bopea  that  the  onetime  king  of  Alabama  and  Southern 
agriculture  will  fight  its  way  back. 

Because  the  Dept.  of  Agriculture  has  pretty  much  allowed  cotton  to  sink  or 
ftwim  in  a  free  market,  without  allotments  and  supports,  the  risky  question  of 
making  even  a  modest  profit  on  cotton  this  year  involves  not  just  preparing  the 
soil,  putting  the  seed  in  the  ground  and  cultivating  the  crop,  but  also  involves 
credit  for  making  the  crop,  if  such  is  available,  and  then  the  anxiouB  months  of 
waiting  to  leam  how  everything  will  turn  out  in  the  fall. 

A  report  assembled  by  The  School  of  Business,  University  of  Alabama  in 
Birmingham,  and  distributed  in  the  final  I9T4  quarterly  report  by  Alabama 
Ban  corporation,  detailed  the  cost  crunch  faced  hy  Alabama  cotton  producers  by 
lifting  the  wholesale  costs  of  a  dozen  items,  inehidinR  fertiliier,  farm  machinery 
and  other  needs  used  primarily  In  cotton  production.  The  comparisons  were  made 
between  J973  and  1S74  prices. 

The  increases  ranged  up  to  2STi  per  cent  for  bagged  ammonia  nitrate  and  113 
per  cent  for  diesel  fuel  down  through  a  wide  range  of  higher  prices.  Nothing  had 
rein.'Lined  stable  and  there  is  no  expectation  that  they  will  in  1975. 

Whatever  decision  is  made  by  cotton  tarmerR  in  Alabama  this  year  there  is  a 
strong  indication  that  planted  acreage  will  decline  from  last  year's  600,000  acres 
figure  to  approximately  370,000  this  year. 

Cotton's  economic  phght  is  critical.  And  chances  are  that  it  will  get  worse 
before  it  gets  better  if  and  when  it  does. 


Recently,  twelve  Alabama  farmers  were  invited  to  participate  in  a  Montgomery 
meeting  Bponsored  by  the  Alabama  Farm  Bureau  to  provide  information  on  how 
esealatin^costsof  fertilizer,  farm  machinery,  and  other  farm  inputs  were  affecting 
farm  profitability.  Shown  below  are  1973  and  1974  wholesale  prices  for  several 
item.s  used  primarily  in  cotton  production.  This  sum'plc  list  was  compiled  by  an 
Alabama  cotton  farmer  from  purchase  receipts.  The  prices  ore  not  necessarily 
indicative  of  current  conditions  and  are  used  onh'  to  demonstrate  the  startling 
rise  in  farm  operntitins  costs. 
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Ba.'sed  on  evidence  presented  at  these  hearings,  costs  to  these  twelve  representa- 
tive Alabama  farroere  have  risen  on  the  average  by  about  33  percent  in  only  one 
year.  Moreover,  the  participant';  anticipate  that  ciets  will  possibly  escalate 
throughout  197.1,  making  production  planning  almost  impossible. 

What  we  have  observed,  then,  is  fond  prices  rising  but  farmers'  costs  rising  even 
fa^iter.  Recent  evidence  suggests  that  this  cost-price  squeeze  has  become  even 
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more  intolerable.  Indeed,  in  November  1974,  the  price  that  farmers  received  for 
their  products  had  declined  by  4  percent  from  November  1973,  despite  a  15 
percent  increase  in  retail  food  prices  over  the  some  period. 

What  does  economic  theory  xuKgest  about  the  eventual  outcome  of  such  price 
behavior?  First,  consumers  will  ultimately  pay  for  these  increased  farm  costa  in 
the  form  of  higher  food  prices.  Second,  these  high  prices  will  continue  due  to 
reduced  supplies  as  more  and  more  farmers  are  forced  into  bankruptcy  by  the 
continuing  cost-price  squeeze. 

A  new  day  for  the  Alabama  farmer?  Yes,  but  not  the  one  some  people  had 
envisioned. 

The  Chaikman.  Our  next  witness  is  Albert  McDonald,  Huntsville, 
Ala.,  and  the  Chair  recognizes  the  distinguished  Senator  from  Alabama. 

Senator  Allen.  Thank  you,   Mr.   Chairman. 

Mr.  Chairman,  one  of  the  greatest  cotton  growling  areas  in  the 
entire  country  is  Alabama's  beautiful  Tennessee  ValleV  and  from  the 
heart  of  Tennessee  Valley  we  have  State  Senator  Albert  McDonald 
accompanied  by  Mr.  Bob  Hughes,  who  is  executive  vice  president 
of  the  First  Alabama  Bank,  in  Huntsville,  which  has  been  in  existence 
since  1865,  and  has  made  loans  to  farmers,  during  all  of  that  time. 
Mr.  James  Record,  who  is  the  perennial  Chairman  of  the  Madison 
County  Commission.  These  gentlemen  I  know  can  make  a  very 
vahiable  contribution  to  the  committee  in  their  testimony. 

I  might  state  that  Senator  McDonald  is  the  past  president  of  the 
Southern  Cotton  Growers  Association,  He  is  on  the  Apricultural 
Committee  of  the  Alabama  State  Senate  and  also  a  member  of  the 
joint  house  and  senate  committee  to  study  problems  of  the  Alabama 
farmers.  Senator  McDonald  has  appeared  before  this  committee 
several  times  in  the  past. 

I  think  we  are  real  fortunate  to  have  these  gentlemen  come  before 
the  committee  and  give  us  the  benefit  of  their  views. 

The  Chaihmax.  We  are  honored  to  have  you  back.  Vou  may 
proceed,  sir. 

STATEMENT  OF  HON.  ALBEBT  UcDONALS,  ALABAMA  STATE 
SENATOR,  HUNTSVILLE,  ALA. 

Mr.  McDoxALD.  Thank  you  very  much,  Mr.  Chairman.  Senator 
Allen  pretty  well  took  care  of  the  first  page  of  my  testimony  as  far  as 
introductions  go. 

The  Chairman",  Wc  will  insert  that  in  Ihe  record  and  you  may 
omit  it. 

^[^.  McDonald.  I  would  like  to  mention  that  my  friend,  Com- 
missioner James  Record,  who  is  chairman  of  our  count}-  commission, 
has  led  our  commission  in  receiving  two  "Keep  America  Beautiful" 
contest  awards  both  in  1973  imd  1974.  The  Madison  County  Com- 
mission has  won  more  awards  than  any  county  commission  in  the 
United  States. 

Many  have  appeared  before  you  and  have  described  the  circum- 
stances which  confront  farmers  of  this  country.  1  am  not  anxious  to 
repeat  previous  testimony,  however;  I  wish  to  briefly  point  out  the 
dire  economic  situation  which  faces  the  cotton  and  beef  cattle  farmer 
of  north  Alabama.  Even  though  I  speak  of  a  local  silinuion,  I  am 
sure  it  must  be  representative  of  the  cotton  and  beef  cattle  situation 
throughout  the  country. 
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During  the  past  2  years  our  cotton  farmers  have  marketed  the 
product  of  then-  labors  for  an  average  crop  price  of  28  cents  to  75 
cents  per  poimd.  In  197.3  most  cotton  farmers  marketed  by  crop  con- 
tract for  28  cents  to  32  cents  per  pound.  The  few  who  did  not  contract 
sold  for  50  cents  to  75  cents  per  pound.  In  the  declining  market  of 
1974  very  few  farmers  were  able  to  negotiate  sales  contracts  when 
prices  were  high,  so  as  a  result,  they  have  sold  from  35  cents  to  40 
rents  per  pound  qr  still  own  their  1974  cotton  crop.  In  mj-  area  in 
1973  costs  of  production  were  approximately  40  cents  to  45  cents  per 
pound.  In  1974  costs  of  production  rose  to  over  50  cents  per  pound. 
Estimates  for  1975  costs  of  production  must  be  raised  even  higher 
because  of  the  increased  inflationar\-  spiral. 

The  above  facts  point  to  low  prices  received  for  cotton  and  rising 
costs  of  production  as  a  major  problem,  but,  gentlemen,  I  propose 
that  the  greatest  problem  for  the  cotton  fartner,  the  cotton  industry 
and  the  entire  a^cultural  economy  of  the  Nation  is  widelj'  fluctuating 
prices  received  by  the  farmers. 

Beef  cattle  fanners  in  my  area  can  present  a  similar  example  of 
rising  costs  of  production  and  widely  fl^uctuating  prices  received  for 
their  products.  Cattle  sold  from  cow-calf  herds  in  Alabama  now  sell 
for  the  same  price  received  in  the  1950'3  which  is  approximatelv 
one-half  the  total  cost  of  production,  Is  there  an  answer  to  this  di- 
lemma? In  my  opinion  the  answer  is  obvious.  Reinstate  and  admin- 
ister the  Federal  farm  program  philosophy  which  served  formers  and 
consumer  well  over  30  jears.  Smce  abandonment  of  past  principles 
with  the  adoption  of  the  Agriculture  and  Consumer  Protection  Act  of 
1973  the  share  of  the  consumers'  disposable  income  going  for  food 
has  increased  and  farmers'  net  profits  have  declined.  In  my  opinion 
the  situation  will  worsen  if  nothing  is  chained. 

The  Chairman.  Senator,  will  you  suspend  at  that  point.  I  made 
a  luncheon  engagement  before  I  saw  how  long  the  witness  list  was 
today  and  it  is  necessarv-  for  me  to  leave  at  this  point.  I  have  asked 
Senator  Allen  of  Alabama  to  preside  and  he  has  consented  to  do  so. 
We  will  run  to  12:30  or  12:45,  hopefully  trjnng  to  finish  with  the 
testimony  on  cotton  if  possible. 

If  you  will  excuse  me  and  Senator  Allen,  will  you  please  take  the 
chair.  The  witnesses  who  have  testified  have  a  check  by  their  n'ames, 
Senator. 

Senator  Bellmon.  Mr.  Chairman,  before  we  proceed,  if  we  are 
hearing  cotton  witnesses  this  morning,  Mr.  Dawson  is  going  to  testify 
about  wheat.  Can  he  come  back  this  afternoon? 

Senator  Allen  [now  presiding].  Yes, 

Senator  Dole.  We  are  going  to  get  into  tobacco  this  afternoon, 
whichever  is  best. 

Senator  Bellmon.   Cotton   is   closer   to  wheat   than   tobacco   is. 

ilr,  McDonald.  For  over  30  j^ears  farmers  received  a  reasonable 
relum  for  labor  and  consumers  became  accustomed  to  the  "neatest 
food  bai^ain  in  the  world"  all  at  a  moderate  cost  to  the  Federal 
Government.  The  farm  programs  provided  adequate  and  stable 
supplies  of  agricultural  products  to  consumers  and  adequate  and 
stable  returns  for  the  farmers.  What  more  do  we  need? 
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Since  I  am  more  knowledgeable  in  cotton  production  and  the  work- 
ings of  legislation  as  it  pertains  to  cotton,  I  make  the  following 
recommendations : 

The  Agriculture  and  Consumer  Protection  Act  of  1973  basically 
provides  all  the  tools  necessary  to  encourage  sufficient  agricultural 
production  with  a  reasonable  return  to  producers,  if  properly  admin- 
istered. The  following  adjustments,  as  pertains  to  cotton,  would 
provide    incentive    for    cotton    producers    to    continue    production: 

1.  Establish  the  cotton  loan  at  a  level  which  will  insure  recoverj-  of 
most  costs  of  production  with  level  to  be  determined  by  a  precise 
formula  and  adjusted  annually  for  production  cost  trends.  At  present 
cost  of  production,  the  loan  level  should  exceed  40  cents  per  pound. 

2.  Establish  a  target  price  level  which  will  insure  a  reasonable 
profit  for  efficient  cotton,  production.  At  present  costs  of  production 
the  target  price  should  exceed  50  cents  per  poimd. 

3.  The  provisions  which  allow  for  acreage  allotments  and  orderly 
transfer  of  allotments  within  States  have  served  a  good  purpose  in 
times  of  overproduction  and  should  be  maintained  for  future  use  if 
needed . 

4.  The  farm  disaster  provision  of  present  law  has  proved  verv 
beneficial  in  times  of  adversity  and  should  be  maintained  and  atf- 
ministered  according  to  legislative  intent. 

Gentlemen,  it  has  been  a  distinct  honor  to  have  appeared  before 
this  committee  today.  I  sincerely  believe  that  legislation  which  you 
provide  to  guide  the  agricultural  industrj'  of  this  country  is  as  im- 
portant as  any  matter  which  will  face  this  Congress.  I  have  confidence 
that  this  committee  will  prepare  legislation  which  will  meet  the 
challenge  at  hand. 

Senator,  in  addition,  I  have  a  letter  which  I  have  provided  to  the 
Secretary  and  a  statement  from  Mr.  Hughes  here  whicli  I  would  like 
to  have  entered  into  the  record. 

Senator  Allen.  Without  objection,  so  ordered. 

Mr.  McDonald.  That  completes  my  statement. 

Senator  Allen.  Tliank  yovi, 

Mr.  McDonald.  I  will  entertain  any  questions. 

Senator  Allen.  Suppose  we  hear  from  all  three,  then,  before  we 
ask  any  questions. 

Mr.  Hughes,  you  have  a  separate  slatenient? 

STATEMENT  OF  BOB  HUGHES,  EXECUTIVE  VICE  PKESIBENT,  FIRST 
ALABAMA  BAMK,  HUNTSVILLE,  ALA. 

Mr.  Hughes.  Mr.  Cliairman,  gentlemen  of  llie  committee,  it  is  a 
pleasure  and  an  honor  for  me  to  make  tliis  following  statement. 

I  have  been  associated  with  agriculture  most  al!  of  my  life  and  as  a 
banker,  lend  money  to  both  farmers  and  businessmen  associated  with 
agricidture.  My  testimony  today  is  intended  to  emnhasize  and  to 
provide  further  impetus  to  what  Mr.  McDonald  nas  previously 
outlined  to  jou.  Certainly  we  do  not  want  to  be  repetitious  but  we 
strongly  beheve  that  immediate  action  is  needed  in  this  matter  and 
want  to  point  this  out  to  you. 

Today,  the  American  farmer  is  being  asked  to  furnish  food  and  fiber, 
not  only  tor  the  United  States,  but  also  for  export  to  aid  in  the  bulmice 


,y  Google 


633 

of  pajTnents.  Following  one  of  the  most  erratic,  expensive,  and 
frustrating  years  in  our  Nation's  history,  the  farmer  is  called  upon 
for  an  all-out  production  effort  in  1975  with  higher  risks.  In  order  for 
him  to  meet  this  challenge,  we  must  establish  some  degree  of  stability 
not  only  for  the  prices  the  farmer  receives,  but  also  for  his  costs. 
The  Government  and  consumer  must  share  this  risk. 

The  current  situation  has  developed  due  to  several  factors  and 
trends,  each  in  itself  only  troublesome,  but  their  interaction  has 
proven  to  be  a  disaster  especially  for  the  cotton  producers  and  cattle- 
man. The  following  trends  have  contributed  to  the  situation: 

1.  The  substitution  of  machinery  for  labor  along  with  increasing; 
size  of  land  units  operated  greatly  increase  capital  investment  ana 
tisk. 

2.  An  increasing  dependence  on  herbicides,  pesticides,  and  chemical 
fertilizers  require  nigh  cash  cost  per  acre,  regardless  of  yield. 

3.  The  disappearance  of  "trade  credit"  aloi^  with  loss  of  direct 
Government  subsidies  create  cash  flow  problems  and  increase  peak 
credit  needs  by  at  least  50  percent. 

These  factors  outside  of  agriculture  have  also  contributed: 

1.  Inflation  has  caused  the  operational  cost  for  agriculture  to 
double  and  in  some  cases  quadruple  in  the  past  3  years. 

2.  Government  influenced  trade  policies  together  with  changing 
international  monev  vahieis  have  created  highly  volatile  and  un- 
predictable prices  for  our  farm  products  for  which  the  farmer  has 
seldom  benefited  and  has  most  often  been  the  victim. 

3.  Consumer  advocates  and  ecologists  have  falselj'  criticized 
agriculture  and  placed  unwarranted  restrictions  on  many  essential 
items  of  production. 

In  my  opinion  the  following  ore  immediate  needs: 

1.  Raise  tai^et  prices  and  loan  rates  to  realistic  levels  and  lower 
interest  rates  on  Commodity  Credit  Corporation  loans  and  I  recom- 
mend 5%  percent,  and  pro\-ide  escalator  protection  to  cover  increased 
costs  of  production  on  the  1974  crop,  taking  effect  in  loan  and  target 
prices  in  1975. 

Specifically : 

Loan  ralfi  Target  prict 

Cotton  45  cents  per  lb.  or  above ">">  cents  [jer  lb.  or  above. 

Coni  $2.25  per  bu.  or  above $7..iO  per  bu.  or  above. 

Soybeans  Si-SO  per  bu.  or  above  (reinstate) $7. .50  per  bu.  or  above. 

Wheat  S3  per  bu.  or  above S3. 50  per  bu.  or  above. 

2.  Support  expanded  export  markets  with  emphasis  on  cotton  and 
livestock. 

3.  Give  No.  1  priority,  and  subsidize  if  necessarj',  the  development 
of  increased  production  capacity  for  fertilizers,  herbicides,  and 
pesticides,  primarily  for  domestic  usa^e. 

4.  Improve  the  protection  off eren  through  the  Federal  crop  in- 
surance program, 

5.  Mamtain  or  increase  the  agricultural  conservation  program. 

6.  Protect  farmers  by  closer  regulation  and  supervision  of  forward 
contracting  firms. 

7.  Relax  controls  on  essential  \ises  of  hormones,  pesticides,  and 
herbicides  where  adequate  proof  of  hazards  do  not  exist,  and  impose 
new  regulation  only  after  complete  testing  has  been  done. 
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S.  Continue  and  improve  the  farm  disaster  provision  of  the  present 
law. 

9.  Allow  acreage  allotment  transfers  within  States, 

10.  Establish  and  enforce  more  stringent  beef  import  controls. 

11.  Initiate  appropriate  incentives  for  the  textile  industry  to  use 
our  natural  fibers  and  I  might  say  here,  this  will  also  help  to  alleviate 
mass  unemployment. 

Gentlemen,  the  preceding  problems  and  recommendations  are  sub- 
mitted as  a  means  to  enlighten  you,  from  our  viewpoint,  of  some  of  the 
many  things  that  need  correcting  in  order  for  our  Nation's  agriculture 
to  continue,  especially  as  the  world's  leader.  It  is  impossible  for  every 
person  associated  with  agriculture  to  be  favorably  affected  by  any 
one  piece  of  legislation.  However,  it  is  our  hope  that  you  will  write 
or  amend  the  Agriculture  and  Consumer  Protection  Act  to  favorably 
affect  the  majority  of  our  Nation's  citizens  associated  with  agriculture. 
Above  all  else,  may  I  emphasize  to  you  the  urgency  of  some  positive 
action  in  this  regard.  Those  affected  by  this  crisis  need  immediate 
help  or  they  will  not  survive.  Delayed  action  will  merely  turn  many 
good  farmers  and  businessmen  away  from  ^riculture;  tnereby,  forc- 
mg  our  Nation  to  have  to  rebuild  this  se^ient  of  our  economy  with 
different  people.  I  would  like  to  lake  this  opportunity,  Senator,  to 
thank  those  of  you  on  this  committee  who  have  already  come  o\it  in 
support  of  increased  commodity  prices  in  all  areas.  It  is  indeed  an 
honor  to  have  the  opprotunity  to  make  this  presentation  and  I  have 
the  utmost  confidence  that  the  legislation  3'ou  pass  will  favor  the 
majority  of  those  involved  in  agriculture.  In  ray  opinion,  there  is  no 
matter  facing  this  Congress  of  more  importance. 

Senator  Allen.  Thank  you  verj-  much,  Mr.  Hughes. 

Mr,  Record. 

STATEMENT  OF  JAMES  KECOBD,   CHAISUAN,  MABISOK  COimTY 
SOAKD  OF  COMMISSIONEBS,  HUNTS7ILLE,  ALA. 

Mr.  Record.  Thank  you  very  much.  I  don't  have  a  prepared 
statement  and  I  will  be  brief. 

I  am  not  a  fanner.  I  am  not  an  expert  farmer  at  all.  I  am  not  a 
banker.  I  am  a  fellow  officeholder  and  I  am  a  good  hstener  and  I 
have  been  listening  to  farmers  in  Madison  County,  Ala,,  now  for 
sometime  and  they  are  in  desperate  straits,  many  of  them.  I  have 
heard  the  worst  today  as  far  as  I  am  concerned  but  we  are  going  to 
have  a  great  many  bankriiptcies  in  our  area.  We  have  evidence  of 
tliis  anait  will  go  into  the  record  with  some  of  the  items  we  have 
given  you  here,  today. 

I  practice  a  brand  of  politics  where  I  go  out  to  the  people  and  I 
have  Uterally  talked  to  hundreds.  Not  just  talked,  but  went  and  sat 
on  the  front  porch  with  the  farmer  and  learned  what  he  is  talking 
about  nowadays.  Many  of  them  are  small  farmers.  They  don't  know 
what  parity  is  and  don't  know  about  many  of  the  tilings  you  are 
talking  about  today.  They  don't  know  about  the  target  price,  some 
of  them,  but  they  all  know  what  their  cotton  is  brii^ng  and  1  am 
speaking  for  not  only  cotton  but  com  and  particularly  in  our  county, 
cattle.  The  cattlemen  are  in  trouble.  I  know  it  and  as  a  fellow  office- 
holder I  am  here  today  to  corroborate  what  I  have  already  been 
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Hearing  here  and  I  am  confident  you  will  do  something  about  this. 
Thank  you. 

Senator  Allen.  Thank  you  very  much,  gentlemen.  One  thing  that 
has  not  been  mentioned  very  much  is  the  contract  price.  I  know  that 
many  farmers  liave  contracted  at  a  low  price  in  1973  and  cotton 
went  verj'  high  and  they  had  to  level  on  those  low  contracts.  Yet  in 
1974  contracts  were  made  at  a  ^ood  price  and  the  market  went  well 
below  that  price  and  then  the  time  came  for  the  contract  purchaser 
to  deliver,  he  could  not,  in  many  instances,  be  found  or  else  lie  was  in 
bankruptcy. 

Did  that  situation  exist  in  Madison  County? 

Mr.  McDonald.  To  a  certain  extent,  Senator.  I  know  of  one 

finn  who  had  considerable  contracts  in  the  county  that  did  not 

honor  the  contracts,  but  only  one  firm.  Several  did  honor  contracts. 

Senator  Allen,  I  know  of  one  concern  that  had  millions  of  dollars 

in  contracts.  They  went  under. 

Mr.  McDonald.  Yes;  that  same  firm  had  contracts  in  Madison 
County, 

Senator  Allen.  There  are  many  questions  I  would  have  liked  to 
ask  you  but  inasmuch  as  we  have  several  witnesses  to  get  to  before 
lunch  I  will  not  ask  any  questions. 
Are  there  any  other  questions? 

Senator  Dole.  I  share  your  view  that  farmers  are  in  great  difficulty 
but  as  I  look  back  over  the  14  years  I  have  heard  testimony  on  the 
House  and  Senate  Agricultural  Committees  and  it  really  hasn't 
changed  all  that  much.  It  has  just  been  one  bad  year  after  another. 
But  farmers  keep  coming  back,  I  bet  I  could  go  back  8  years  ago 
and  pick  out  statements  that  would  almost  read  the  same  except 
you  change  maybe  the  commodity  and  the  circumstances.  So  I 
don't  really  believe  that  it  is  quite  as  disastrous  as  some  may  indi- 
cate. It  seems  everj'body  comes  to  the  committee  with  the  thought 
in  mind  of  painting  a  rather  bleak  picture. 

You  didn't  offer  any  suggestions.  You  just  corroborated  how  bad 
if  was  and  that  is  very  he^ful,  and  as  far  as  Mr.  McDonald  is  con- 
cerned, I  want  to  ask  a  question.  I  don't  believe  the  target  price 
ought  to  include  a  reasonable  profit.  I  mean,  if  we  are  goii^  to  do 
this  for  American  farmers,  what  about  the  small  businessmen  and 
everyone  else  in  this  country?  If  the  Government  is  just  goii^  to 
take  over  and  guarantee  everybody  a  profit,  why  not  just  have 
the  Government  take  it  over  altogether? 

Senator  Allen.  I  don't  believe  anyone  is  su^esting  that  a  profit 
be  written  into  the  target  price,  Senator  Dole,  Speaking  of  the  nhght 
of  the  cotton  farmer,  I  nave  held  five  farm  meetings  there  in  Alabama. 
I  have  talked  personally  with  numbers  of  farmers  and  I  know  that 
their  backs  are  to  the  wall  fmancially  and  with  the  tremendously 
escalating  price  of  everything  going  into  production  of  cotton  and 
other  agricultural  products,  and  the  constant  decbne  of  commodity 
prices,  he  is  really  in  a  situation  where  he  is  going  to  go  under  and  not 
De  able  to  plant  m  1975. 

Senator  Dole.  I  am  sympathetic  to  that  and  I  support  the  cotton 
fanner  but  I  don't  think  I  would  go  as  far  as  he  suggests,  establish 
a  target  price  level  which  will  insure  a  reasonable  profit  for  efficient 
cotton  production.  I  don't  think  we  want  to  get  into  that  business 
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where  we  are  ^oing  to  start  setting  profit  mai^;in3  in  the  committee 
and  say,  well,  if  it  is  properly  administered,  everjbody  would  make 
a  profit. 

Mr,  McDonald,  I  would  like  to  define  the  word  efficient,  I  think 
that  is  a  very  key  word,  I  don't  write  statements  for  committees 
every  day. 

Senator  Dole-  The  preceding  witness  from  Alabama  had  the 
same  theory.  One  of  George  Wallace's  campaign  planks. 

Mr.  Hughes.  Senator,  could  I  read  a  letter  to  go  into  the  record? 

Senator  Allen.  Just  put  it  into  the  record. 

Mr.  Hughes.  This   is   in   connection   with   what   the   Senator   is 


Senator  Allen.  All  right. 

Mr.  McDonald.  This  letter  is  from  Mr.  G.  B.  Murphy  from 
Tanner,  Ala.  It  says; 

To  Whom  It  May  Concern; 

I  will  mako  this  as  brief  as  possible.  My  home  is  Tanner,  .\labaina.  I  am  a 
cotton  ginner  with  14  cotton  gins  located  in  10  counties  in  Northern  Alabama 
and  Southern  Tennessee.  I  have  quite  a  bit  of  farmland  myself  and  I  am  famil- 
iar with  the  operations  of  about  2,500  men  who  gin  cotton  with  me  in  the  10 
counties  I  am  looated  in. 

Unless  we  have  sonie  kind  of  Government  program  with  a  decent  loan  or  a 
page  price  of  some  sort,  a  bia;  percent  of  the  farmers  will  go  bankrupt.  It  i»  a 
fact  that  loan  companies  and  banks  arc  not  going  along  with  the  farmers,  know- 
ing that  they  are  going  to  come  out  deep  in  the  red  to  start  with. 

I  have  figures  that  were  made  up  from  my  own  farm  and  other  farms  in  this 
vicinity.  It  will  cost  the  farmers  S225  a  bale  for  materials  and  labor  to  grow  a 
bale  of  cotton  at  the  present  market  prices  of  supplies. 

The  average  price  cotton  is  selling  for  at  the  present  is  $175  a  bale.  If  they  make 
a  bale  to  the  acre  they  Vl-jU  have  a  loss  of  $50  a  bale.  It  is  very  seldom  they  make  n 
itale  to  the  acre.  Tlie  farmers  are  having  sales  all  over  t^e  State,  selling  their 
equipment  tor  whatever  they  can  get  tor  it  at  auction  and  quitting.  These  ure 

Senator  Dole.  I  want  to  conclude  as  I  know  Senator  Humphrey 
has  a  guestion.  We  are  all  trjnng  to  find  some  solution  but  let's  not 
make  it  impossible  bj-  suggesting  we  have  to  write  in  a  profit  for 
everybody  who  participates  in  farm  programs.  With  reference  to 
Senator  Allen's  good  comments  on  forward  contracting.  Senator 
Bellmon  had  a  bill  in  last  year  that  would  provide  some  protection 
to  take  care  of  those  people  that  lose  money  in  forward  contractii^. 

Senator  Bblljion.  1  believe  Senator  Allen  agreed  to  hold  hearings 
on  it  this  j^ear,  so  we  will  have  it  back  in. 

Senator  Alle.n.  That  is  right. 

Senator  Humphrey.  That  was  the  point  which  I  want  to  emphasize. 
This  forward  contracting  does  have  great  promise,  but  it  also  has  great 
difficulties.  As  a  couple  of  witnesses  have  said  before,  we  need  to  take 
a  look  at  it  and  see  what  we  can  do  to  unprove  it.  I  think  it  really 
<loes  merit  considerable  favorable  attention  if  wo  can  work  it  out. 

One  final  thing,  Mr.  Chairman,  and  I  just  put  this  in  for  the  record. 
We  had  the  Chairman  of  the  Council  of  Economic  Advisers,  Allen 
Greenspan,  before  the  Joint  Economic  Committee,  and  I  think  it 
would  be  interesting  for  the  committee  staff  to  take  a  look  at  the 
report  of  the  Council  of  Economic  Advisers  on  Agriculture.  You  will 
be  disappointed,  but  you  should  take  a  look  at  it. 

Mr.  Green.span  said,  and  listen  to  this,  that  one  of  the  most  en- 
couraging signs  in  the  economic  picture  is  the  drop  in  farm  prices. 

Senator  Bellmon.  Sounds  like  Secretary  Freeman. 
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Senator  Allen.  Encouraging  to  whom? 

Senator  Humphrey.  I  just  thought  we  would  let  that  sink  in. 
I  tell  you  that  I  sat  there  like  something  had  hit  me  on  the  head 
"with  a  hammer.  I  couldn't  believe  it.  But  the  idea  was  that  this  was 
going  to  lower  the  rate  of  inflation. 

He  didn't  mention  that  this  also  was  going  to  increase  the  rate  of 
foreclosures  and  bankruptcies.  I  want  to  say  to  the  gentlomen  that 
testified  here  that  while  we  are  on  the  other  end  of  the  Mississippi  we 
have  exactly  the  same  situation.  The  greatest  complaint  that  I 
heard  when  I  was  home  was  not  only  from  the  farmers  but  my  friends 
in  the  county  banks  who  indicate  that  they  have  many  loans  which 
they  can't  collect.  They  have  no  way  to  collect  on  these  loans,  and  it 
costs  them  high  interest  rates.  It  is  not  only  high  costs  of  operating 
and  materials  but  also  these  high  interest  rates.  The  banker  can't 
collect  on  the  loan  and  can't  collect  the  interest.  The  State  bank 
supervisers  are  running  around  checking  on  this  problem  every  week. 
They  are  doing  eveiymii^  possible  to  extend  these  loans.  One  of  the 
great  needs  around  here  is  not  only  to  extend  loans  on  home  mort- 
gages— which  I  happen  to  think  is  going  to  be  necessary — ^but  some 
of  these  farm  loans  are  going  to  have  to  be  extended  or  some  of  our 
people  are  going  to  be  rubbed  out.  They  are  going  to  have  to  sell 
those  $25,000  tractors  for  what  they  can  get  for  them.  And  they  are 
going  to  have  to  sell  their  farms. 

We  sent  over  3,000  of  our  Minnesota  dairy  farmers  right  down  the 
tube  in  the  last  year,  and  everytime  I  think  of  it  I  get  madder  and 
madder.  Nobody  seems  to  care. "That  storj-  is  continuing,  but  we  have 
people  around  here  who  think  that  this  is  good  for  the  country. 

Senator  Allen.  Wasn't  Mr.  Greenspan  the  same  person  who  said 
the  people  hardest  hit  by  this  recession  were  stockbrokeis? 

Senator  Humphrey,  Yes;  he  offered  that  notion. 

Mr.  McDonald.  I  would  like  to  associate  myself  with  the  Senator's 
remarks.  His  testimony  is  better  than  mine. 

Mr,  HuQHEs.  I  would  like  to  say  one  more  thing  about  that.  Being 
a  banker,  Senator,  you  are  exactly  right.  The  fanner  is  in  worse  trouble 
than  be  has  ever  been  in  my  lifetime.  I  talked  to  a  gentleman  from  my 
area  who  was  the  largest  farmer  in  Madison  County  when  he  farmed. 
The  size  of  our  farms  there,  the  average  cotton  farmer  operates  from 
250  to  400  acres.  He  probably  farmed  3,000  acres  or  more  when  he 
larmed.  He  said  the  farmers  are  in  worse  trouble  than  we  were  during 
the  depression.  I  am  speaking  of  the  depression  of  1929  and  1930.  And 
as  you  remember  the  talk  I  made  in  Athens,  it  is  not  just  the  recession. 
It  IS  the  recession  multiplied  by  the  effect  of  the  inflation.  So  you  have 
a  spreading  effect.  Without  some  help  the  farmers  are  going  into 
bankruptcy.  No  question  about  that. 

Senator  Allen.  Thank  you  very  much,  gentlemen. 

Chairman  Talmadge  asked  that  I  recess  the  meeting  at  either  12:30 
or  12:45  and  come  back  at  1:30.  Now,  we  have  some  eight  witnesses 
who  have  been  scheduled  to  testify  this  morning  and  of  course,  they 
will  be  the  first  to  be  heard  this  afternoon  with  the  possible  exception 
of  Representative  Perkins  of  Kentucky,  who,  if  he  appears,  will  be 
called  on  first. 

I  would  like  to  inquire  if  there  are  any  witnesses  scheduled  for  any 
time  today  who  would  like  to  put  in  their  written  statement  which 
would,  of  course,  appear  in  the  record  of  the  hearing  as  if  delivered 
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•orally.  That  would  save  you  the  trouble  of  waiting  around.  I  might 
make  that  inquiry  as  to  whether  anyone  would  like  to  put  their  state- 
ment in  the  record. 

Apparently  everyone  would  like  to  be  heard  from  and  ive  will 
certainly  be  glad  to  hear  your  testimony. 

The  next  witness  is  Mr.  A.  L.  Higgins,  and  Donald  G,  Smith, 

f resident  and  executive  vice  president  respectfully  of  the  Texas 
ndependent  Ginners  Association. 

STATEMENT  OF  A.  L.  HIOOINS,  PRESIDENT,  TEXAS  INSEFENSENT 
GINNEKS  ASSOCIATION,  PLAIHVIEW,  TEX. 

Mr.  Higgins,  Mr.  Chairman,  members  of  the  committee,  my  name 
is  A.  L.  Hi^ns  anti  I  live  at  Plainview,  Tex.,  where  I  own  and  operate 
a  cotton  gin.  I  am  the  current  president  of  the  Texas  Independent  Gin- 
ners Association.  I  am  accompanied  by  Mr.  Donald  G.  Smith,  execu- 
tive vice  president  of  the  Texas  Independent  Ginners  Association. 
I  wish  to  express  the  sincere  appreciation  of  our  members  for  being 
given  this  opportunity  to  stat«  the  views  of  our  association  with 
reference  to  proposed  changes  to  the  1973  Agriculture  and  Consumer 
Protection  Act. 

.  The  Texas  Independent  Ginners  Association  was  founded  in  1962 
and  presently  carries  over  250  full  taxpaying  cotton  gins  on  its  member- 
ship rolls.  Ownership  of  these  privately  owned  gins  may  take  the  form 
of  single  proprietoi'ship ;  partnership  or  a  corporation.  In  recent 
years  there  has  been  a  sigmficant  increase  in  the  number  of  our  mem- 
ber gins  which  are  owned  by  cotton  producers  employing  profes-sional 
gin  management.  In  addition,  recent  studies  report  as  nigh  as  44 
percent  ofTexas  gin  operators  have  farming  interests  in  addition  to 
their  ginning  interests, 

The  Bureau  of  the  Census  reported  for  the  1973  ginning  season 
that  approximately  30  percent  of  the  3,285  active  cotton  gins  in  the 
United  States  were  located  in  Texas.  The  value  of  these  Texas  gins 
was  placed  at  $162  million  and  their  gross  girming  revenue  alone 
at  $550  million.  It  was  estimated  that  these  gins  employed  nearly 
20,000  workers  with  a  $25  million  pa.>Toll  during  the  ginning  season. 
These  cotton  gins  are  frequently  described  as  the  hub  of  a  Texas 
community — and  many  times  they  are  the  only  major  industry  in 
that  community. 

fJne  unique  fact  about  a  cotton  gin  is  that  it  cannot  diversify  its 
highly  specialized  and  extremely  expensive  machinery  into  noncotton 
business  ventures  as  almost  all  other  segments  of  the  cotton  industry 
can  and  do.  The  cotton  ginner  sinks  or  swims  ivith  the  fortunes  of 
cotton.  If  the  producer  can  be  referred  to  as  the  heart  of  the  cotton 
industry,  then  the  ginner  can  be  referred  to  as  the  lifeblood  of  the 
cotton  industry.  The  close  bond  between  the  producer  and  ginner  is 
traditional,  essential,  and  one  of  mutual  respect. 

The  independent  rotlon  ginner's  signiiicant  investment  in  the 
cotton  industrv  and  his  permanent  partnership  wi(h  the  cotton 
producer  are  the  motivating  forces  that  bring  me  before  this  com- 
miltoe  to  express  our  deep  interest  and  concern  for  American  agri- 
(ulture  and  the  American  cotton  industry. 


,y  Google 


It  is  not  my  intention  to  burden  the  members  of  this  committee 
\vith  specific  and  technical  comments  in  support  or  opposition  to 
proposed  changes  and  amendments  to  the  existing  cotton  program. 
Niany  more  qualified  persons  than  myself  from  the  Government  and 
private  industry  can  and  will  perform  this  task  ably.  It  is  my  intention 
to  sincerely  and  respectfully  request  that  the  members  of  this  committee 
give  full  and  earnest  consid(?ration  to  the  views  of  the  Texas  cotton 
producer  and  the  organizations  representing  him. 

The  Congi'ess  has  recognized  that  the  general  welfare  of  the  Nation 
requires  the  assistance  and  protection  of  the  Government  to  American 
farmers  by  means  of  farm  programs,  I  have  complete  confidence  that 
this  committee  appreciates  the  absolute  necessity  to  provide  adequate 
and  just  income  protection  to  the  American  cotton  fanner.  Fadur© 
to  achieve  this  dooms  the  American  cotton  industry  in  both  the 
national  and  world  agricultural  arenas. 

In  the  firm  belief  that  the  producer  is  also  a  consumer  and  that  the 
consumer  is  also  a  producer,  my  association  respectfully  submits  the 
following  general  comments  on  proposed  changes  to  tfie  1973  Agri- 
culture and  Consumer  Protection  Act: 

1.  This  committee  should  raise  the  cotton  target  price  and  loan 
levels  for  the  1975  crop  year  since  they  proved  to  be  so  pathetically 
inadequate  for  the  1974  crop  year. 

2.  This  committee  should  reevaluate  the  cotton  loan  program  to 
determine  if  the  current  administration  of  such  program  is  meeting 
the  needs  of  the  producer  as  tnteiided  by  Congress. 

;>.  This  committee  should  be  more  exact  and  specific  in  the  language 
of  future  amendments  to  existing  farm  programs  so  that  Congressional 
intent  cannot  be  misunderstood  or  circumvented  by  administrative 
action. 

4.  This  committee  should  not  establish  Government-held  cotton 
reserves  and/or  restrictions  on  cotton  export  markets  because  they 
.■^erve  only  to  erode  production  incentive  and  therefore  work  again-it 
the  best  interests  of  producers  and  consumers  alike. 

It  is  our  judgment  tbat  the  present  cotton  program  requires  a 
major  tuneup  approach  rather  than  a  trade-in  for  a  now  model 
approach  to  meet  the  serious  problems  of  declining  markets  and 
escalating  production  costs. 

Senator  Allen.  Thank  you  very  much,  Mr.  Higgins. 

Do  you  have  a  further  statement,  Mr.  Smith? 

Mr.  Smith.  No,  sir. 

Senator  Allen.  Mr,  Higgins,  what  about  the  rate  for  your  ginning 
charges?  Has  that  gone  up  in  recent  years? 

Mr.  Higgins.  Yes,  sir,  due  to  increased  cost  of  labor. 

Senator  Allen.  Yes.  Well,  say  your  rate— — ■ 

Mr.  Higgins.  Oh,  you  mean  the  charge  to  the  farmer? 

Senator  Allen.  Yes.  Your  rate  last  year  for  your  1974  cotton  crop 
as  compared  to  3  years  ago,  sa;-. 

Mr.  HiQQiNs.  I  would  say  we  have  had  a  30  percent  increase. 

Senator  Allen.  Thirty-percent  increase.  That  is  part  of  the  farmer's 
production  cost? 

Mr.  Higgins.  Definitely, 
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Senator  Allen.  And  it  is  not  out  of  line  with  other  increases  in 
production  costs  in  other  areas  of  costs,  is  it? 

Mr.  Hjggins.  No,  sir. 

Senator  Allen.  Possibly  considerably  lower  in  many  instances? 

Mr,  HiGOiNS.  In  many  instances. 

Senator  Allen.  I  know  in  our  area  we  have  had  a  steady  decline  in 
the  number  of  gins  that  operate.  Is  that  tme  in  Texas? 

Mr.  HioGiNS.  Yes,  sir,  very  definitely. 

Senator  Allen.  Just  having  to  go  out  of  business? 

Mr.  HiQQiNS.  There  is  no  way  they  can  diversify. 

Senator  Allen.  Yes,  In  other  words,  yon  would  like  to  see  cotton 
production  stabilized  so  that  the  farmers  tan  make  a  living  and  stay 
in  business  in  order  to  furnish  you  with  their  business.  That  is  your 
direct  connection  with  the  problem? 

Mr.  HiGGiNS.   Yes,  sir. 

Senator  Allen,  Thank  you  very  much,  sir.  The  committee  appre- 
ciates your  statement. 

Mr.  W.  W.  Hart,  executive  director,  South  Texas  Cotton  &  Grain 
Association,  Victoria,  Tex. 

STATEKEHT  or  W.  W.  hart,  executive  director,  south  TEXAS 
COTTON  &  OSAIN  ASSOCIATION,  VICTORIA,  TEX, 

Mr,  Hart.  Thank  you,  Mr.  Chairman. 

Senator  Allen.  Have  a  seat.  You  may  proceed  as  you  see  fit. 

Mr.  Hart.  My  name  is  W,  W.  Hart.  I  am  executive  director  of 
South  Texas  Cotton  &  Grain  Association,  operating  in  20  counties, 
representing  some  7,000  member  families  in  the  coastal  bend  of  Texas, 
and  I  own  a  cotton  and  grain  farm  in  San  Patricio  County,  Tex, 

I  appreciate  the  opportunity  to  appear  before  your  committee. 

It  is  obvious  to  all  who  have  carefiilly  studied  marketing  and  prices 
of  commodities  and  the  cost  of  producing  the  food  and  fiber  in  this 
Nation  that  a  devastating  change  occurred  in  the  increase  of  produc- 
tion cost  in  the  year  1974.  There  is  a  major  fallacy  in  our  present  law 
as  it  pertains  to  the  tai^et  price  and  loan.  Proper  language  should  be 
used  so  that  changes  from  one  year  to  the  next  ^vill  be  reflected. 

We  are  interested  in  doing  our  part  to  produce  grain  and  cotton  for 
the  consumer. 

We  are  being  told  that  we  need  to  go  all  out  for  maximum  produc- 
tion. If  the  purpose  behind  this  is  a  cheap  food  policy,  rest  assured  ibis 
will  accrue  to  ttie  disadvantage  of  both  urban  and  rural  America  and 
will  result  in  a  decrease  in  available  exports  of  cotton  and  grain. 

In  our  opinion,  agriculture  around  the  world,  and  especially  in  the 
United  States,  can  produce  more  cotton,  wheat,  and  feed  grains 
than  the  importing  nations  can  purchase.  For  this  reason  the  target 
price  and  loan  level  are  most  important. 

At  present,  we  think  the  target  price  and  loan  are  too  low.  This 
causes  an  imdue  hardship  on  our  producers  at  a  time  when  our  pur- 
chases of  machinery,  fertilizer,  fuel,  and  other  costs  are  held  up  by  a 
minimum  wage  law,  a  fuel  crisis,  and  general  inflation. 

On  the  other  hand,  a  taiget  price  that  requires  large  expendiUires 
of  Government  money  is  a  rerun  of  a  ven,-  unpopular  era  for  agricul- 
ture in  our  country. 
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If  the  loan  is  placed  arbitrarily  above  the  average  market  price, 
then  we  are  once  again  cycling  cotton  through  CCC  instead  of  the 
marketplace.  Our  suggestion  would  be  &  40-ceiit  loan  on  cotton  and  a 
taijret  price  of  50  cents  for  1975. 

If  it  IS  the  intent  of  Congress  that  the  loan  is  a  marketing  tool,  then 
the  interest  being  charged  at  present  on  CCC  loans  is  excessive.  Wc 
suggest  a  loan  period  of  at  least  18  months  which  would  tend  to  build 
a  producer-held  reserve.  We  are  opposed  to  setting  up  a  reserve  as  such 
under  law  that  could  and  would  be  used  against  the  producers  to  depress 
or  manipulate  the  markets. 

We  are  aware  that  grain  prices  are  good  at  this  time,  but  to  assure 
a  more  adequate  supply,  a  loan  of  approximately  $1,65  on  com  with 
a  target  price  of  $2.50  would  tend  to  protect  the  producers  in  the  event 
prices  should  turn  down,  and  insure  adequate  supplies  for  our  country. 

We  hope  consideration  will  be  given  to  the  extension  of  time  on  the 
boH  weevil  eradication  program  that  is  in  the  Agriculture  Act  of  1973. 
If  and  when  that  should  come  before  this  committee. 

That  is  all  I  have,  Mr.  Chairman. 

Senator  Allen.  Thank  you  very  much,  Mr.  Hart. 

Mr.  Hart.  I  did  deal  with — I  touched  on  grain  here  because  we 
do  work  in  grain. 

Senator  Allen.  Yes.  Is  it  not  a  little  unusual  for  the  cottongrowers 
and  the  graingrowers  to  band  together  in  association? 

Mr.  Hart.  Well,  we  find  it  veiy  helpful  because  ever^farm  in  our 
area  grows  cotton  and  grain.  So  it  works  verj'  nicely.  While  I  men- 
tioned com,  we  deal  in  milo,  but  com  is  the  commodity  that  is  used, 
the  grain  that  is  used  to  determine  the  loan  or  tai^et  price  of  milo. 

Senator  Allen.  Do  you  find  that  less  com  is  now  being  used  to 
fatten  cattle  than  before?  Do  j'ou  think  that  is  going  to  affect  the 
price  of  com  in  the  future? 

Mr.  Hart.  I  am  sure. 

Senator  Allen.  For  hogs  and  cattle? 

Mr.  Habt,  Yes,  sir.  There  has  been  a  reduction  in  usage  in  the 
domestic  market.  Our  grain  is  milo,  and  almost  all  of  it  is  exported, 
because  we  are  close  to  the  terminal  in  Houston,  Corpus,  and  Browns- 
ville. 

Senator  Allen.  You  are  suggesting,  I  believe — the  loan  on  com 
is  $1.10.  You  are  suggesting  that  be  raised  to  $1.65? 

Mr.  Hart.  Yes.  It  is  not  veiy  realistic  right  now  the  way  it  is. 
We  maybe  made  our  figures  too  high  on  that,  What  we  are  trying  to 
point  out  is  that  somebody  needs  to  take  another  look  at  it,  ana  we 
will  be  working  with  the  committee  and  Congress  in  whatever  way 
we  can. 

Senator  Allen.  And  the  target  point  price,  I  believe,  is  now  $1.38 
on  com,  and  you  suggest  it  go  to  $2.50? 

Mr.  Hart.  There  needs  to  be  a  sizable  change. 

Senator  Allen.  Your  testimony  that  there  be  a  40-cent  loan  on 
cotton  and  50-ccnts  target  price  is  pretty  well  in  line  with  what  the 
other  witnesses  have  testified. 

Mr.  Hart.  That  is  right. 

Senator  Allen.  Thank  you  very  much. 

Mr.  Hart.  Thank  you,  sir. 
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Senator  Allen.  Mr.  Donald  H.  Johnson,  executive  vice  president, 
Plains  Cotton  Growers  Association,  Lubbock,  Tex. 

Mr.  Johnson,  excuse  me  a  moment.  It  you  would  insert  your  full 
statement  in  the  record  and  then  possibly  condense  it  in  your  oral 
testimony,  I  think  it  might  be  helpful. 

STATEMEMT  OF  DONALD  H.  JOHHSOH,  EXECUTIVE  VICE  PEESIDEHT, 
PLAINS  COTTON  OROWEES  ASSOCIATION,  LUBBOCK,  TEX. 

Mr.  Johnson.  Yes,  sir,  I  certainly  will,  and  I  appreciate  the 
opportunity  to  do  that. 

There  are  about  seven  major  points  that  are  covered  in  my  testi- 
mony, and  B^ain  I  will  summarize  these  and  refer  to  them  in  the  oral 
statement. 

The  seven  categories  would  include  the  Commodity  Credit  Corpora- 
tion loan  program,  the  CCC  resale  policy,  target  prices,  cotton's 
access  to  world  markets,  the  disaster  program  and  the  Federal  Crop 
Insurance  program  combined  together,  research  and  promotion  fund- 
ine,  and  forward  contracting. 

I  think  already  a  good  deal  has  been  said  about  most  of  these 
points  this  morning.  I  would  like  to  just  touch,  if  I  can,  briefly  on  at 
least  two  of  them  that  I  feel  to  be  most  important.  These  would  be 
the  loan  and  the  target  price.  I  would  say,  ^l^.  Chairman,  in  response 
to  some  of  the  questions  that  have  been  asked  by  members  of  this 
committee,  that  definitefy  we  do  need  to  take  a  very  hard  look  at  the 
loan  program,  and  not  only  at  whether  the  loan  level  should  be  40  or 
42  cents  or  some  other  level,  but  also  at  the  manner  in  which  it  is 
operated,  and  the  duration  of  the  loan.  We  think  the  present  loan,  at 
34  cents  a  pound  for  1975,  is  too  low. 

Senator  Allen.  Excuse  me  just  a  moment. 

Mr.  Johnson.  Certainly,  As  I  said,  we  think  the  loan  level  is 
now  too  low  at  34  cents  per  pound  for  1976.  We  think  also  that 
interest,  at  over  9  percent,   is  too  high  to  have   an  effective  loan 

{irogram  and  that  the  term  or  the  duration  of  the  loan  should  be 
onger.  An  anniversary'  type  loan  as  we  have  now  is  what  we  need, 
but  it  should  be  extended  over  a  longer  period  of  time. 

Senator  Allen.  Now,  do  you  feel  that  the  loans  should  be  made  at 
less  than  cost  to  the  Government? 

Mr.  Johnson.  Yes,  sir.  We  fee!  that  the  intent  of  the  loan  program 
is  to  provide  an  orderly  marketing  tool  and  we  feel  this  i-i  one  of 
the  best  possibihties  that  we  have  to  take  out  some  of  the  luievenness 
in  prices,  the  wide  variations,  and  we  feel  you  are  totally  justified 
in  having  an  interest  level  below  the  cost  of  money  to  the  Federal 
Government,  The  loan  program  did  operate  at  a  much  lower  interest 
level,  as  you  well  know,  for  a  number  of  years,  and  we  think  this  is 
fully  justified. 

We  feel,  Mr.  Chairman,  to  elaborate  on  that  just  a  little  hit,  that 
the  loan  program  is  certainly  one  of  the  only  viable  alternatives  that 
the  grower  has.  We  have  talked  about  someone  carrying  reserves. 
We  know  that  no  one  in  the  industry  is  carrying  reserves  at  the  pres- 
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pnt  time.  We  do  not  feel  that  the  Federal  Govermnent  should  CEirry 
these  reserves  as  Goveminent-owTied  stocks.  If  you  look  at  proposals 
as  to  how  these  reserves  are  to  be  carried,  you  will  see  that  a  loan 
prt^ram,  under  which  the  cotton  can  stay  in  the  hands  of  the  grower 
and  enable  him  to  carrj'  cotton  over  more  than  one  marketing  season, 
w  ill  give  a  little  more  stability  to  the  market.  The  loan  program  offers 
the  best  avenue  we  can  see  for  that  and,  therefore,  we  think  it  is 
better  to  subsidize  an  interest  rate  to  the  grower,  if  that  in  neces- 
sary, than  to  have  the  Goveriunent  owning  cotton  and  carrying  the 
cotton  and  competing  in  the  marketplace. 

Senator  Allen.  And  if  there  is  any  opportunity  to  sell  at  a  higher 
price,  that  bene&t  would  accure  to  the  grower. 

Mr.  JoHxaoN.  Yes.  The  benefit  then  would  accrue  to  the  grower 
and  we  think  this  is  as  il  should  be.  And  again,  we  think  it  is  very 
important,  as  has  been  emphasized  here  this  morning,  that  we  try 
to  obtain  some  stability  in  market  prices.  These  very  wide  fluctu- 
ations and  variations  in  price  are  hurtmg  not  only  the  cotton  producer 
but  they  are  hurting  the  textile  manufacturer  as  well.  And  they  are 
hurting  us  in  market  losses.  So  we  do  put  a  lot  of  emphasis  on  the 
loan  prt^am  as  being  one  of  the  tools  that  can  be  used  to  rectify 
the  situation. 

I  think,  Mr.  Chairman,  that  there  is  a  good  deal  of  confusion, 
particularly  among  producers  as  to  exactly  what  the  target  price 
system  is.  We  try,  as  an  oreanization,  to  do  a  fairly  good  job  of  kee[>ing 
our  producers  informed.  But  as  has  been  stated  nere  this  morning, 
there  are  raany  producers  that  felt  if  they  sold  their  cotton  for  less 
than,  38  cents  per  pound  they  would  get  a  payment  to  make  up  the 
difference  under  the  target  pnce  concept.  And  that  certainly  is  not  the 
case.  I  think  this  needs  to  be  reviewed  and  looked  at  very  carefully. 
We  will  be  concerned  about  setting  a  target  price  so  high  or  a  loan  so 
high  as  to  encourage  the  buildup  of  excessive  stocks,  but  we  think  a 
loan  program  and  a  target  price  program  can  be  administered  in  such 
a  way  that  this  will  not  happen. 

Senator  Allen.  I  believe  your  statement  suggested  42  cents  loan. 
You  do  not  think  that  might  cause  some  loss  of  market? 

Mr.  Johnson.  Mr.  Chairman,  under  present  conditions  we  do  not 
feel  that  a  loan  at  a  40-  to  42-cent  level  would  put  us  in  a  noncom- 

r;titive  position  with  nianmadc  fibers  nor  with  foreign  producers,  and 
certainly  feel  that  the  figures  can  be  brought  forward  to  justify  this. 
But  we  do  not  feel  that  it  would  put  us  in  a  noncompetitive  position. 

Mr,  Chairman,  one  other  comment  that  I  would  like  to  make,  and 
again  it  has  been  referred  to.  Senator  Bellmon  has  introduced  legisla- 
tion in  the  past  designed  to  protect  both  parties  to  forward  contracts. 
We  would  like  to  see  the  committee  continue  to  pursue  this.  We  feel 
that  such  legislation  is  needed,  not  just  to  protect  producers  but  in 
order  to  make  forward  contracting  a  workable  tool  that  can  be  used 
as  price  protection  for  both  parties  to  a  contract.  We  feel  that  this 
should  be  pursued  and  we  think  this  is  one  of  the  industry's  major 

Eroblcms.  The  mechanism  of  forward  contracting  has  broken  down 
ecause  of  failures  that  exist  in  the  ability,  sometimes  of  either  party, 
to  live  up  to  terms  of  the  contract  and  this  needs  to  be  corrected  if 
contracting  is  to  be  a  tool  that  can  be  used  by  producers  and  by 
merchants  as  well. 
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Certainly,  Mr.  Chairman,  we  are  very  much  in  favor  of  maintain- 
ii^  the  research  and  promotion  programs,  those  programs  that  are 
now  being  funded,  and  to  see  an  increase  in  this  funding.  Even  though 
we  are  looking  at  reduced  consumption  domestically,  we  feel  that  the 
dollars  that  have  been  spent,  both  producer  dollara  and  Government 
money,  in  support  of  research  and  promotion  have  been  funds  very 
wet!  mvested  and  we  would  like  to  go  on  record  as  supporting  a 
continuation  of  these  programs. 

One  other  point.  I  would  like  the  opportunitv  to  present  some 
information  to  the  committee  at  a  later  date  which  has  to  do  with 
the  determination  of  the  average  prices  received  by  growers.  There 
has  been  a  good  deal  of  comment  made  that  we  should  use  the  last 
5  months  or  the  first  5  months  in  the  marketing  year.  This  is  somewhat 
confusing  because  the  marketing  year  begins  on  August  1  and  carrier 
through  until  July  31  of  the  following  year.  We  spent  a  good  deal 
of  time  in  working  on  this,  Mr.  Chairman,  during  the  development 
of  this  legislation.  We  came  to  the  conc]u^iion  that  we  would  be 
better  off  to  use  the  calendar  year  rather  than  the  5  months,  the 
first  5  months  of  the  marketing  year,  and  we  do  have  information 
which  we  feel  will  substantiate  that  and  I  would  like  to  submit  that 
information  to  the  committee  or  to  the  staff  at  a  later  date. 

Senator  Allen.  That  would  be  fine.  I  am  sure  that  the  record  will 
be  held  open  for  at  least  a  week,  so  if  you  will  furnish  that,  without 
objection  it  will  be  accepted.' 

Mr.  Johnson.  I  do  feel  that  it  would  be  well  if  the  committee 
could  examine  the  information  which  the  Statistical  Reporting 
Service  generates  in  determining  the  average  market  price  it  reports 
as  being  received  by  growers.  I  feel  that  foi-ward  contracting  enters 
into  this  and  should  be  looked  at.  Frankly,  I  have  some  question 
about  the  accuracy  of  the  information  which  the  Statistical  Reporting 
Service  is  able  to  supply. 

Senator  Allen.  It  would  be  nice  if  the  farmer  was  able  to  sell  at 
the  figures  the  Statisti(;al  Service  shows  he  was  getting,  would  it  not? 
You  made  a  good  point. 

Mr.  Johnson.  Yes,  sir;  it  would.  There  is  a  huge  disparity  there 
as  you  know.  Many  growers  did  not  pay  a  lot  of  attention  to  this  in 
the  past  because  it  did  not  affect  their  income  in  any  way,  but  as 
long  as  we  have  the  target  price  and  loan  concept,  this  becomes 
much  more  important. 

Senator  Allen.  I  believe  that  is  very  important  to  see  just  what 
that  is  based  on.  It  13  entirely  possible  that  some  of  these  forward 
contracts  that  the  purchaser  did  not  deliver  on,  yet  were  used  as  a 
price  he  was  getting.  I  think  Senator  Talmadge's  suggestion  that  it 
ought  to  be  based  on  spot  prices  at  the  marketplace  would  certainly 
be  well  taken. 

Mr.  Johnson.  Yes,  sir,  I  think  so.  I  happen  to  be  serving  on  the 
subcommittee  that  was  established  by  the  Subcommittee  on  Cotton 
in  the  House  when  Cohgressman  Sisk  was  chairman  of  that  committee 
last  year,  the  Subcommittee  on  Market  News  Information.  This 
subcommittee  has  representatives  from  other  segments,  including 
merchant,  and  I  find  that  we  are  having  a  good  deal  of  difficulty  coming 
to  grips  with  the  problem  that  exists  relative  to  actual  and  real  price 
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LDformfttion  and  market  information  on  cotton  and  I  think  this  is 
reflected  in  the  taivet  price  calculations  as  well.  So  I  would  hope  that 
this  committee  could  take  a  very  good  look  at  that. 

Senator  Allen.  Thank  you  ver\-  much. 

Mr.  Johnson.  Mr.  Chairman,  thank  you. 

[The  following  information  was  referred  to  on  p.  644.] 

Plains  Cotton  Growers,  Inc., 
Lubbock,  Tex.,  February  IS,  1975. 
Senator  Ueruam  E.  Taluadof., 
Chairman,  Senate  Agriculture  Coinmitlee, 
Old  Senate  Office  Building, 
Waakington,  D.C. 

Deah  Mr.  Chairman:  As  I  indicated  at  the  close  of  my  ntatement  before  your 
oommittte  on  February  17, 1  am  enclosing  a  newsletter  we  pubLshed  on  June  13, 
1973,  which  detaiis  some  of  this  organization's  reasons  for  believing  thai  producer 
pariiients  based  on  the  difference  between  the  target  price  and  the  average  price 
received  by  ail  farmers  for  all  cotton  over  a  12-m»ntii  period  is  more  equitable 
than  noaie  of  the  other  proposals  being  made  in  1973. 

Also,  enclosed  is  a  chart,  developed  in  1873  for  the  information  of  our  Board 
erf  Directors,  of  average  cotton  prices  for  different  periods  in  the  years  196&-71. 
From  this  chart  you  can  readily  see  (1)  that  t^e  average  price  paid  for  1H«  inch 
cotton  over  any  period  would  not  be  representative  of  prices  received  by  most 
growers  nor  would  it  be  indicative  of  price  deficiency  payments  that  might  be 
needed,  (2)  the  12-month  average  of  prices  is  lower  than  the  average  of  the  first 
five  months  of  the  marketing  year,  and  (3)  excluding  a  large  portion  of  the  High 
Plains  crop  from  the  average*,  as  using  the  August- December  .5-month  average 
would  do,  would  have  a  significant  effect  on  the  average  and  on  subsequent 
payment  calculations. 

Again,  we  appreciate  the  efforts  of  your  committee  on  behalf  of  agriculture  and 
we  appreciate  the  invitation  to  be  a  part  of  those  efforts.  If  we  can  supply  addi- 
tional information,  please  let  us  know. 
Sincerely, 

DoNAU)  A.  Johnson, 
Executive  Vice  Pre»ident. 


pries,  hith         p'ice.  SM     priu  avc'ita 
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[Reprinted  from  Cotton  Talks,  FIrIdi  Cotton  Grower*,  lac,  Lulibock,  Tei..  FrL, 
Juae  13,  1BT3] 

CoTTOK  Talks 

It  now  appear=  almost  certain  that  cotton,  wheat  and  feed  grain  farmers  after 
tbis  j-ear  will  be  operating  under  a  'target  ^rice"  type  farm  program.  Producers 
■ill  be  exhorted  to  produce  abundant  supplies  for  the  benefit  of  consumers,  and 
b  theory  at  leaiit,  will  be  insured  against  financial  losses  by  a  payment  to  make 
up  the  difference  between  market  prices  and  a  "target"  specified  by  law. 

Ilic  Senate  pa.ssed  such  a  bill  on  June  8.  The  Hou.'se  Agriculture  Committed 
on  Friday,  June  15,  was  expected  on  the  following  Monday  to  report  iegisintion 
huili  on  the  same  philosojihy.  And,  amid  cries  of  "it  can't  be  done,  House 
Committee  Chairman  Bob  Pougc  of  Waco  was  saying  he'd  have  the  bill  on  the 
Rlusc  floor  by  Thursday,  June  21 . 

The  Senate  bill  for  cotton  sets  a  target  price  of  43  cents  per  pound  and  calls 
It  producer  payments  equal  to  the  difference  between  that  price  and  the  average 
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market  price  for  Strict  Low  Middling  (SLM)  inch-flnd-a-6ixt«enth  cotton  »< 
quoted  in  the  spot  markets  during  the  first  Ave  months  of  the  marketing  year, 
August  through  December. 

The  House  version  is  expected  to  come  from  Committee  with  a  target  price  of 
38  cents  a  pound,  with  the  payment  based  on  the  difference  between  thii  figure 
and  the  weighted  average  price  paid  to  farmers  for  all  cotton  qualities.  Not  yet 
settled  by  the  House  Committee  on  FridAy  was  whether  the  average  farmer  price 
would  be  figured  on  the  An  gust- December  period  or  on  a  12  montii,  January 
through  December  basis. 

The  change  from  SLM  1H»  inch  cotton  in  the  ?pot  quotations  to  average  prices 
paid  to  farmers  was  pushed  by  Lubbock-based  Plains  Cotton  Growers,  Inc.,  on 
the  grounds  that  spot  market  quotations  do  not  accurately  reflect  prices  paid  to 
farmer".  The  House  Committee  agreed  with  this  PCG  pofiition. 

PCG  is  also  asking  that  average  market  prices  be  figured  on  a  12  month  period, 
using  the  last  T  months  of  one  marketing  year,  January  through  July,  and  the 
first  five  months  of  the  next,  August  through  December.  Otherwise,  cotton  grown 
on  the  High  Plains,  Rolling  Plains  and  in  Oklahoma,  much  of  which  is  marketed 
in  January  and  February,  will  have  very  little  influence  on  average  prices  and 
therefore  no  effect  on  payment  rates. 

"The  thing  to  remember  in  this  regard,"  says  PCG  Executive  Vice  President 
Donald  Johnson,  who  wsifi  in  Washin^on  during  House  Committee  deliberations, 
"is  that  the  payment  will  not  be  the  difference  between  a  target  price  and  the  price 
received  by  any  individual  farmer,  but  on  an  average  of  prices,  and  how  that 
average  is  figured  can  mean  the  difference  between  profit  and  loss  for  our  High 
Plains  farmers." 

The  loan  level  in  the  Senate  biQ  for  practical  purposes  would  be  set  at  whatever 
level  the  Secretary  of  Agriculture  thought  necessary  to  keep  U.S.  cotton"  in  line" 
with  world  prices. 

PCG  objected  to  this  provision  also  and  a^ked  that  the  loan  be  set,  firmly,  at 
90  percent  of  the  average  of  world  market  prices  for  the  preceding  three  years, 
with  no  Secretarial  authority  to  reduce  it  below  that  level.  Current  law  governing 
the  1973  loan  level  is  similar  to  that  in  the  Senate's  new  bill,  and  the  Secretary  has 
announced  the  1973  loan  at  20.65  cents,  basis  KLM  l-'^n  inch  cotton,  as  compared 
to  a  considerably  higher  level  that  would  be  justified  by  the  "90  percent  of  the 
world  market  price"  language. 

Efforts  succeeded  in  getting  a  change  in  the  loan  provisions  of  the  House  Com- 
mittee bill,  but  not  exactly  what  was  asked  for. 

Johnson  says  he  hasn't  seen  the  eiact  language  relating  to  the  loan,  "but  some 
have  calculated  that  the  loan  under  the  House  Committee's  bill  couldn't  be  lower 
than  about  26  or  27  cents  for  1974,  whereas  there  would  be  no  lower  limit  under 

... ..  ..nalBobases  the  loan  and  other  sections,  it  is  under- 
stood, on  Middlingone-inchcotton,  the  quality  used  prior  to  1973. 

The  most  disheartening  aspect  of  the  Senate's  bill,  Johnson  believes,  was  the 
820,000  per  farmer  limitation  on  total  payments.  This  was  adopted  by  the  Senate 
in  the  form  of  an  amendment  to  the  bill  reported  from  committee.  The  current 
program,  the  Agriculture  Act  of  1970,  limited  payments  to  $55,000  per  person  per 
crop. 

It  remains  to  be  seen  what  will  be  done  on  the  limitation  issue  by  the  House. 
But  it  is  historical  fact  that  the  House  is"tougher"  on  timitations  than  the  Senate. 
"So  the  picture  isn't  very  bright,"  Johnson  concludes. 

[Tlie  prepared  statement  of  Mr.  Johnson  follows:] 

St.itement  op    Don.\i.d    A.    Johnson,    Exi 

Cotton  Growers,  Inc., 

If  you  are  not  familiar  with  our  or^inization.  Plains  Cotton  Growers,  Inc.  is 
an  organisation  representing  some  23,000  cotton  producers  and  allied  businessmen 
in  the  2.'>-county  area  surrounding  Lubbock,  Texas.  These  25  counties  annually 

Eroduce  over  15  per  cent  of  the  cotton  produced  in  the  United  State.s  and  about 
alf  the  cotton  produced  in  Texas,  along  with  a  high  percentage  of  Tejciks  and 
U.S.  feed  grain  and  a  substantial  volume  of  wheat,  soybeans  and  other  farm  com- 
modities important  to  our  nation's  wellbeing.  I  want  to  express  our  appreciation 
for  the  opportunity  to  be  here  and  to  thank  Senator  Talmadge  for  calling  these 
very  necessary  hearings.  I  say  very  necessnry  l>ecause  changes  in  the  current 
farm  law,  which  has  become  obsolete  in  a  very  short  time,  are  badlj-  needi'd. 
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Before  I  get  into  the  gpcciftcs  of  our  statement,  Mr.  ChiLirman,  I  want  to  call 
to  the  committee's  attention  a  brochure  prepared  bv  the  National  Cotton  Council 
enUUed  COTTON  TODAY,  MEASUREMENTS  OF  AN  ESSENTIAL  IN- 
DUSTRY. 1  did  not  have  on  hand  sufficient  copies  of  this  brochure  to  make  it  nn 
official  part  of  our  testimony,  but  I  believe  there  are  a  number  of  copies  in  tha 
room  which  can  be  made  available  to  committee  members.  I  call  it  to  your  atten- 
ticHi  as  a  means  t«  emphasiie  the  importance  of  the  cotton  industry,  not  just  to 
so-called  "cotton  people,"  but  to  the  entire  nation  and  oil  its  people.  Our  in- 
dustry is  a  major  employer,  a  major  consumer,  a  provider  of  competition  omong 
raw  fibers  and  in  1973  contributed  1.3  billion  dollars  to  our  countrj-'s  troubled 
balance  of  payments.  I  hope  you  will  take  the  time  to  review  these  facts  in  the 
brochure  that  is  available  to  you. 

My  remarks  will  cover  seven  categories,  including  the  Commodity  Credit 
Corporation  loan  program,  CCC  resale  policies,  target  prices,  cotton  access  to 
worid  markets,  the  disaster  program  ana  the  Federal  Croji  Insurance  program, 
research  and  promotion  funaing,  and  forward  contracting.  Obviously,  time  will 
not  permit  a  full  discu^ion  of  aU  these  subject-^  at  a  single  sitting,  so  my  remarks 
will  be  concentrated  in  those  areas  where  we  feel  the  need  for  legislative  change 
is  most  immediate  ond  most  important. 

COMMODITY    CREDIT   CORP0R.\TIOS    L0.4N    PRO0IU.U 

A  CCC  loan  program,  properly  administered,  can  accomplish  two  things,  both 
<rf  which  are  of  utmost  importance  to  the  cotton  industry  and  the  nation  and 
should  be  primary  objectives  of  the  members  of  this  committee.  First,  it  can 
provide  an  effective  marketing  tool  for  producers  as  was  originally  intended,  and 
thereby  do  much  to  restore  the  viability  of  a  vital  U.S.  industrj-.  Second,  it  can 
protect  the  government  against  excessive  coHt«.  Unfortunately,  the  loan  program 
now  in  effect  cannot  accomplish  these  objectives.  The  loan  level  is  now  too  low, 
the  interest  on  loans  is  too  high,  the  term  of  the  loan  is  too  short,  and  as  now 
being  administered  the  loan  level  is  not  finalized  until  far  too  late  in  the  crop 
year. 

When  the  loan  is  at  34  centA  per  pound  and  the  cost  of  production  ix  52  cents 
per  pound,  as  is  the  case  for  1975,  the  financing  arrangements  available  to  pro- 
ducers will  not  permit  use  of  the  loan  in  most  instances.  In  addition,  one  of  the 
most  immediate  and  perplexing  problems  facing  most  producers  in  1975  is  that  of 
getting  financed  for  the  coming  crop;  and  a  loan  at  65  per  cent  or  so  of  the  cost  of 
production  is  of  no  help,  particularly  when  it  is  not  finally  announced  until  after 
the  entire  crop  has  been  planted  as  happened  last  year  and  as  it  appears  will 
happen  again  this  year. 

When  the  term  of  the  loan  is  only  10  months,  producers  cannot  hold  cotton  long 
enough  to  bridge  the  gap  t>etween  one  marketing  year  and  the  next  or  between 
periods  of  slack  demand  such  as  we  are  now  es|>*'riencing  and  the  time  when  market 
demand  recovers.  No  better  example  of  this  point  can  be  given  than  the  situation 
in  the  ctirrent  marketing  year.  Some  producers  put  cotton  into  the  loan  in  July  of 
1974  and  those  loans  win  be  called  on  the  first  day  of  May  this  year  which  Is  well 
before  any  expectations  of  market  recovery.  If,  however,  these  proaucers  had  the 
option  of  holding  this  cotton  for  another  18  months,  there  is  every  reason  to 
believe  that  markets  and  prices  would  recover,  at  least  enough  to  permit  them  to 
recover  production  costs. 

When  the  interest  rate  on  loans  to  cotton  producers  is  over  9  per  cfnt  as  is  now 
tbf  case,  the  use  of  the  loan  as  an  orderly  marketing  tool  is  further  impeded. 

It  Ls  therefore  our  recommendation  that  the  level  of  the  loan  be  raised  to  between 
40  and  42  cents  per  pound;  that  it  be  firmly  announced  no  later  than  November  1 
of  the  year  preceding  the  crop  year;  that  the  term  of  the  loan  be  increased  from  10 
months  to  28  months,  and  that  interest  on  Commodity  Credit  Corporation  loans 
be  no  greater  than  6  per  cent. 

A  42-cent  loan,  only  80%  of  present  U.S.  production  costs,  is  not  so  high  as  to 
|rvfttly  encourage  cotton  production  in  foreign  countries  or  even  by  the  more 
inefficient  producers  of  this  country.  Nor  is  it  so  high  as  to  put  cotton  at  a  com- 
petitive disadvantase  with  synthetic  fibers.  Further,  it  is  our  opinion  that  a  loan 
can  be  set  at  that  level  under  the  terms  of  the  law  as  now  written.  But  it  will 
obviously  not  be  set  at  40  or  42  cents  except  by  mandate  of  Congress,  and  we  urge 
Tou  to  provide  such  a  mandate. 

A  28-inonth  loan,  at  a  realistic  level  and  bearing  a  more  rea.sonable  interest  rate, 
Kould  help  to  allpviate  one  of  the  cotton  industry's  most  debilitating  problems,  that 
<*  widely  fluctuating  prices.  A  long-term  loan  will  not  solve  this  problem  entirely. 
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of  course,  but  it  can,  and  we  believe  will,  serve  to  even  out  peaks  and  valleys  of 
supply  to  an  extent  that  there  will  be  less  likelihood  of  the  wild  price  gj-rations 
seen  in  the  1973-74  and  1974-75  marketing  years.  I  cannot  overstress  the  im- 
portance of  this  mechanism  to  bring  some  measure  of  stability  into  cotton  prices. 
Without  if,  all  our  efforts  to  recoup  or  even  retain  markets  are  severely  nandi- 
cupped.  It  in  perhaps  the  industry's  greatest  net'd  of  the  hour. 

As  I  said  before,  a  more  realistic  loan  level  will  help  to  hold  down  the  cost  of  the 
program  by  holding  the  average  itrice  of  cotton  in  closer  projcimity  to  the  target 
price.  In  other  words,  with  a  higner  loan  level,  any  payments  that  may  become 
necessary  under  the  law  will  be  smaller  paiTnents. 

CCC  BES.^l.E  POLICIES 

In  order  for  the  above  recommendations  to  be  effective,  it  is  also  neeessarj'  that 
CCC  follow  resale  policies  which  will  Itecp  CCC  stocka  from  competing  for  markets 
with  grower-held  stocks  oicept  under  ciFcumstanccB  of  extremely  short  supplies. 
If  growers  iire  to  use  the  loan  as  a  means  to  hold  cotton  for  market  recovery,  then 
market  recovery  must  not  be  stopped  or  retarded  by  the  release  of  government- 
owned  cotton  at  low  prices. 

It  is  therefore  our  recommendation  that  Commodity  Credit  Corporation  stocks 
not  be  released  at  less  than  130  per  cent  of  the  then  current  lo:in  price. 

The  target  price  for  cotton  should  be  high  enough  to  reflect  the  tremendous 
increases  in  production  costs  since  1973.  The  38-cent  target  price  which  the  law 
now  calls  for  in  1975  is  totally  inadequate  in  view  of  the  fact  that  the  cost  of 
producing  cotton  has  increased  from  about  33  cents  in  1973  to  around  52  cents 
in  1974  and  will  most  likely  be  even  higher  in  1975.  Congress  recognised,  to  an 
extent,  when  the  present  law  was  written,  that  increases  in  the  cost  (J  production 
input,  wages,  taxes  and  interest  would  probably  necessitate  an  increase  in  the 
target  price.  That  was  the  reason  for  the  "escalator  clause"  in  the  present  law. 
However,  the  impact  of  this  "escalator  clause"  is  not  due  until  1976.  Frankly, 
economic  developments  have  been  such  that  cotton  producers  are  in  no  position 
to  wait  until  197G  for  the  price  protection  that  the  law  envisioned. 

It  is  our  recommendation  that  the  law  be  changed  to  set  the  197.5  target  price 
at  a  level  reflecting  the  increased  cost  of  production  from  1973  to  1974,  which  we 
think  should  set  the  target  in  the  range  of  48  to  50  cent-s  per  pound. 


It  is  our  hope  that  thus  committee  and  the  Congress  will  steBdfa.stly  resist  any 
and  all  measur&s  which  would  restrict  the  export  of  cotton  to  foreign  markets. 
This  would  include  all  forms  of  export  control,  whether  instituted  under  the 
name  of  export  licensing,  ex |>ort  reporting,  or  some  other  title.  The  cotton  industry 
simply  cannot  survive  on  a  significant  scale  it  it  is  forced  to  rely  on  domestic 
consumption  alone.  We  have  land,  equipment  and  processing  industries  geared  to 
the  production  and  liandling  of  an  average  12  to  15  million  bales  of  cotton  per 
year  and  reducing  this  volume  to  6  or  7  million  bales  per  year  would  be  absolutely 
disastrous.  The  building  of  foreign  cotton  markets  is  a  long-term  proposition  on 
which  both  government  and  the  industry  have  spent  millions  of  dollars  over  the 
j'ears.  These  dollars  will  have  been  wasted  if  an  when  go\-ernment  control  of 
exports  ruins  our  reputation  as  a  dependable  supplier  ot  raw  fiber  to  our  foreign 

DISASTER  PKOGRAM  AN'D  FEDElt.lL  CKOP  INSUBAKCE 

Some  of  you  on  thLs  committee  were  instrumental  in  getting  provisions  for 
disaster  payment*  into  the  current  program,  and  you  no  doubt  continue  to  rec- 
ognize the  need  for  these  pro\'isions.  Simply  stated,  the  disaster  program  is 
designed  to  repay  producers  tor  a  portion  of  their  production  costs  on  those  years 
when  crops  are  greatly  damaged  or  destroyed  by  natural  disaster.  Unforlunately, 
the  current  administration  ha.s  manipulated  thLs  program  in  such  a  way  that  it 
has  not  fully  served  its  purpose.  I  will  not  go  into  detail,  but  USDA  by  its  own 
admission  has  administered  the  program  in  such  a  manner  its  to  keep  disaster 
payment.s  at  an  absolute  minimum.  As  a  result,  thousands  of  producers  who 
suffered  true  disasters  in  1974  as  the  rcult  of  hail,  drought,  flood  or  other  weather- 
related  factors,  have  been  denied  the  financial  relief  that  was  intended  by  Con- 
gress. This  is  neither  the  time  nor  place  to  discu.ss  specific  language  which  .should 
be  in  the  law  to  prevent  (his  type  of  circumvention,  but  it  is  our  hope  that  an.v 
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revision  of  the  law  will  include  language  to  assure  thnt  the  intent  of  di*n«t*r 
proviiiions  will  be  met.  Disaster  provisions,  too,  along  with  the  loan,  can  be  and 
should  be  an  important  aid  to  producers  in  (securing  crop  financing. 

In  a  related  area,  the  administration  has  expressed  its  intention  to  shift  dljiwter 

froteetion  from  the  Farm  Law  to  the  Federal  Crop  Insurance  Corporation, 
t  Ls  owr  contention  that  the  FCIC  st.ructure  and  format  will  need  to  be  drastically 
altered  by  Congress  before  FCIC  can  even  begin  to  provide  the  protection  needed 
hy  producers  and  intended  by  Congreas  when  the  disa-ster  provisions  of  the  1973 
Act  were  written.  FCIC  coverage,  where  available,  is  not  adequate;  federal  crop 
iniiurance  is  not  even  available  on  crops  in  thousands  of  U.S.  counties,  and  the 
present  12  million  dollar  limitation  imposed  by  Congress  on  administrative 
coBt.^t  in  the  program  would  effectively  prohibit  the  necessary  expansion.  For 
these  renson^,  we  would  strongly  object  to  eliminating  disaster  provijiion.s  of  the 
law  and  expecting  FCIC  to  fill  the  gap.  We  do  recognize  that  substantial  changes 
need  to  be  made  in  the  FCIC  program  even  it  it  i*  to  be  used  ae  in  the  pa.*t, 
and  we  would  hope  to  have  a  substantial  input  into  the  deliberations  when  such 
changes  are  considered. 


.\s  regards  forward  contract*  for  the  purchase  of  cotton,  this  mechanism  can 
be  extremely  useful  as  a  means  to  a&sist  producers  in  securing  production  loans 
and  in  assuriDg  adequate  production  of  cotton  to  meet  domestic  and  foreign 
requirements.  However,  too  often  in  the  past  the  mechanism  has  broken  down 
because  of  failure,  either  by  buyws  or  sellers,  to  honor  contract  terms  under 
volatile  market  conditions. 

For  this  rea.son  we  would  like  to  .see  legislation  providing  for  the  development, 
with  government  as.sistance,  of  a  program  under  which  all  parties  to  forward 
contracts  would  be  protected  against  default. 

The  National  Re-<oarch  and  promotion  program  for  cotton,  now  underway  in 
the  hands  of  Cotton  Incorporated,  is  one  of  the  industry's  greatest  hopes.  Signif- 
icant progress  is  being  made  in  the  areas  of  high  cotton  content  blends,  flame 
retardant  fabricfi,  permanent  press,  byssinosis,  and  other  areas  in  which  cotton 
mu-st  move  forwara  if  it  is  to  compete  effcctix'ely  against  sj-nthetic  fibers.  The 
returns  to  the  cotton  industry  and  to  consumers  from  this  work  promise  to  far 
outweigh  the  ci>st  invfilved.  Spction  BIO  of  the  law  provides  that  Commodity 
Credit  Cort>ora(ion  will  assist  in  the  funding  of  this  program  in  the  amount  (if 
SIO  niilli<m  per  year.  In  recent  years  this  amount  has  been  cut  in  appropriations 
bilk  to  $3  million,  which  is  a  level  far  too  low.  hi  addition,  producers  fund  the 
program  at  Ihe  rate  of  $1.00  per  bale.  We  would  hope  that  this  committee  will  go 
on  reeord  ns  supporting  this  vital  propram  and  supporting  as  well  it*  continued 
pnrtiftl  funding  from  Ojmmodity  (>edit  Corporation  funds. 

In  summary,  you  are  aware,  I  know,  that  producers  are  being  called  upon  for 
Increased  production  and  that  we  are  expected  to  hnonec  this  production,  to  a 
much  greater  extent  than  under  previous  farm  programs,  with  returns  from  the 
marketplace. 

We  want  to  aaswer  this  call  for  greater  production,  and  we  are  eager  tor  a 
uiisfaetory  return  from  the  marketplace.  But  there  arc  times,  such  as  the  year 
1974  in  the  cotton  market,  when  adequate  returns  are  not  attainable.  And  it  is 
M  such  limes  that  we  need  a  f.irm  program. 

We  need  a  workable  loan  program  to  bridge  the  period.'^  i>f  excess  production  or 
^.■ick  dcniand.  We  need  a  disaster  program  li)  soften  the  blow  of  weather  hazards. 
We  need  a  realistic  target  price  to  serve  as  a  last  resort  when,  despite  wise  use  of 
the  loan  and  other  marketing  efforts,  market  prices  still  fail  to  equal  production 

in  today's  agricultural  economy  these  elements  of  a  farm  program — a  higher 
and  more  workable  loan,  realistic  target  prices  and  an  effective  disaster  program — 
tre  nothing  more  nor  less  than  essential  production  tools.  Tools  without  which 
the  necessary  jiroduction  loans  and  invostniont  of  private  capital  may  nut  be  made. 
Tools  without  which  there  can  be  no  assurance  of  continuously  adequate  supplies 
erf  agricultural  commodities  for  human  consvmiption. 

If  there  are  questions,  Mr.  Chairman,  I  will  be  happy  to  hear  them. 

Senator  Allen.  We  are  going  to  recess  until  1:30.  I  will  not  be 
able  to  be  back.  The  Rules  Committee  of  which  I  am  a  member, 
has  some  decisions  to  make  on  the  New  Hampshire  Senatorial  contest 
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and  I  have  to  attend  that  meeting  this  afternoon.  I  will  get  back  if  I 
can. 

The  meeting  is  recessed  until  1 :30, 

[Whereupon,  at  1;02  o'clock  p.m.,  the  committee  was  recessed,  to 
reconvene  at  1:30  p.m.,  this  same  day.] 

AFTERNOON  SESSION 

The  Chairman.  The  committee  ^vill  be  in  order. 

Senator  Ford,  I  want  to  apologize  to  you,  I  didn't  know  you  were 
waiting  to  be  heard.  The  Chair  now  recognizes  the  senior  Senator 
from  Kentucky  at  this  point: 

Senator  Huddleston.  I  am  delighted  to  present  to  the  committee 
my— well,  I  can't  say  my  junior  colleague — but  my  colleague  from 
Kentucky,  the  junior  Senator  from  Kentucky,  who  has,  of  course,  been 
involved  with  all  kinds  of  agricultural  problems  in  our  State,  He  was 
involved  while  he  was  Governor  and  he  reinstituted  our  Governor's 
Council  on  Agriculture.  One  of  the  problems  the  Council  confronted 
immediately  was  the  tobacco  program  and  other  programs  affecting 
the  farmer.  He  speaks  with  a  great  deal  of  knowledge  and  experience 
on  the  production,  marketing,  and  all  other  aspects  of  tobacco  in 
our  State. 

I  think  the  committee  will  find  Senator  Ford's  testimony  useful  in 
determining  just  what  course  we  should  follow  in  modifying,  adjusting, 
continuing  or  acting  as  is  necessary  on  the  tobacco  program. 

The   Chairman,  Senator,   you   may    proceed.    If   you   have    any 

firepared  statement,  you  may  summarize  it  and  it  will  be  placed  in 
ull  in  the  record. 

STATEMENT  OF  HON.  WENDELL  H.  rORD,  A  U.S.  SENATOR  FROM 
THE  STATE  OF  KENTUCKY 

Senator  Ford.  Thank  you,  Mr.  Chairman. 

I  appreciate  the  apology  of  the  Chair,  but  it  was  not  necessarj^. 
I  was  enjoying  listening  about  the  cotton  situation,  so  I  could  maybe 
be  in  a  better  position  to  assist  the  farmers  of  our  area  when  we  have 
very  httle  cotton  in  our  area,  and  maybe  today  we  can  help  those 
who  have  very  little  tobacco  in  their  area. 

So  I  have  appreciated  this  opportunity. 

I  have  said  on  various  occasions  that  when  the  agricultural  economy 
of  this  country  is  good,  the  economy  of  this  country  is  strong.  But 
when  the  agricultural  economy  is  bad,  the  economy  of  the  country 
goes  weak.  1  think  we  are  seeing  proof  of  this  situation  right  now. 
'  Specifically,  we  are  addressing  ourselves  to  a  single  aspect  of  agri- 
culture, yet  one  which  is  of  tremendous  importance  to  a  large  portion 
of  Kentucky's  population,  and  to  the  economy  of  Kentucky  as  a 
whole. 

Between  1972  and  1975,  ns  Kentucky's  Governor,  I  placed  heavy 
emphasis  on  those  programs  which  would  help  farmers  reaUze  a  net 
profit. 

We  reinstituted  the  defunct  Governor's  Council  on  Agi-iculture; 
established  a  farmers'  advocate  office  and  placed  it  in  the  Governor's 
office;  we  established  and  then  expanded  the  Kentucky  Farm  De- 
velopment Authority ;  and  we  initiated  the  State's  first  comprehensive 
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A^^iiig  study  for  agriculture  potentials  and  marketing  expansion. 
rnor  to  ttat,  as  Lieutenant  Governor,  we  created  legislation 
,  ^^^  ^roAight  about  the  tobacco  research  board  to  provide  respon- 
nWfc  and.  thorough  study  through  the  tobacco  and  health  research 
'm?,t'\lute.  It  now  performs  over  25  percent  of  all  tobacco-heaJth 
reVated  research  in  the  worid. 

T\\is  brief  background  leads  us  to  some  facts  about  our  agriculture 
economy.  In  the  last  3  years,  Kentucky's  farm  economy  not  only 
rao-ved  into  its  first  true  $1  billion  cateeorj',  it  surpassed  that  figure 
by  anotlier  quarter  of  $1  billion.  Yes,  Mr,  Chairman,  agriculture  is 
ntal  business  in  Kentucky',  and  tobacco  is  its  major  cash  crop. 

But  despite  all  this,  the  health  of  burley  production  is  not  good. 
The  year  1975  is  a  period  of  decision  for  many  of  our  growers,  witii  the 
spinoffs  affecting  countless  other  areas  of  our  economic  society. 

The  question  is  simply  one  of  whether  or  not  Kentucky  will  stop 
producing  over  70  percent  of  the  Nation's  burley.  The  answer,  I  fear, 
Ls  equally  as  simple.  Fanners  are  not  going  to  continue  losing  money. 
And  this  is  exactly  what  so  many  are  domg  today — working  to  lose 
money. 

Labor  costs  have  soared.  Fertilizer,  tobacco  sticks,  plants,  transpor- 
tation, irrigation,  and  other  necessities  are  exceeding  levels  of  income 
received  for  the  crops  sold.  There  are  shortages — of  barns  for  bousing, 
canvass,  and  fertilizer. 

Burley  growers  must  have  an  increased  price  supjiort  now.  Without 
it,  they  will  not  continue  an  exercise  in  futility,  and  I  don't  blame 
them.  So  what  happens  when  insufRcient  amounts  of  burley  are  grown? 
I  am  extremely  alarmed  over  the  prospects  of  burley  shortages  for 
blends.  This  will  create  an  influx  of  foreign  tobacco  and  synthetic 
substances,  thereby  permanently  harming  Kentuckj's  major  aOTicul- 
tural  crop.  Inflation,  shortages  and  uncertainty,  have  placed  burley 
powers  in  an  untenable  position.  My  very  real  fear  is  that  without 
increased  price  support,  we  will  experience  both  personal  hardship  to 
farmers  and  economic  fallout  detrimental  to  the  entire  State 

Many  of  my  sentiments,  as  well  as  the  seriousness  of  the  sltiiation 
for  Kentucky  burley  farmers,  were  effectively  summarized  in  a  Febru- 
arv-  9  article  by  James  R.  Russell,  farm  editor  of  the  Louisville  Courier- 
Journal,  and  I  would  like  to  enter  this  article  into  the  record. 
.Senator  Hdddleston  [presiding].  So  ordered,  and  without  objection, 
[The  article  by  James  K,  Russell  follows:] 

(Reprinled  from  the  Courter-Journal  A  Tlmos  Feb.  9, 1975) 

1975  Is  Called  "Critic.il  Ye.\r"  as  Burley  Supplies  Diminish 
(By  James  R.  Russell) 

For  the  fourth  straight  year,  Viurley  farmers  have  failed  to  grow  enough  leaf  to 
meet  industry  demands  and  buriev  supplies,  in  relation  to  use,  are  the  lowest  since 
before  World  War  11, 

With  only  the  Islington  market  remaining  open,  the  crop  is  estimated  to  be  as 
much  as  35  million  pounds  under  antieipated  industry  needs. 

Still,  record  prices  for  the  leaf  have  pushed  cash  receipts  from  burley  close  to 
S.1OO  million  for  Kentucky  fiirniers  and  nearly  $700  million  for  the  eight-state 
Buiiey  Belt. 

Preliminary  figures  from  the  Tobacco  Market  News  Service  put  the  crop  at  610 

liilion  pounds  for  the  Burley  Belt,  with  Kentucky  farmers  marketing  about  433 
minion  pounds  of  the  total. 

For  the  l>elt,  the  average  price  per  hundred  pounds  is  SI  13.9-i,  or  $2 1 .03  above 
ihe  previous  record  high  of  1973.  Kentucky's  average  for  the  1974  crop  is  $114.39 
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per  hundredweight,  or  $21.05'above  1973,  according  to  preliminary  govei 
figures. 

Kentuckj  normally  produces  two-thirds  of  the  nation's  hurley.  The  seven 
other  major  producing  states  are  Ohio,  West  Virginia,  Vir^nia,  North  Carolinn, 
Tennessee,  Missouri  and  Indiana,  hoosiers  produced  about  15  million  pounds  mid 
sold  it  for  an  average  of  $111.92  per  himdred  poijnd«. 

Small  amounts  of  the  leaf  are  also  grown  in  IllinOLs,  Kansas,  Arkansas,  Alabama, 
Georgia  and  Scmth  Carolina. 

Since  1971,  when  poundage  production  controls  were  placed  on  the  leaf,  the 
crims  have  fallen  some  300  million  pounds  short  of  domestic  and  export  demands. 

These  supply  vacuums  have  been  filled  by  industry  purchases  from  government 
stocks.  But  these  stocks  are  now  gone. 

Considering  the  supply  and  demand  .situation,  industry  spokesmen  and  farmers 
are  calling  1975  "the  critical  year  for  hurley"  and  "the  year  of  decision." 

If  production  this  year  does  not  keep  pace  with  demand,  increased  imports  of 
leaf  or  synthetic  tobacco  will  be  substituted  for  American-grown  tobacco,  some 
company  spokesmen  say.  They  add  that  such  a  move  would  reduce  the  percentage 
of  hurley  in  the  blend,  ultimately  cutting  the  iong-rnnge  demand  for  the  leaf. 

Fanners  counter  industry  arguments  with  the  threat  that  the  crop  will  not  be 
planted  unless  prices  are  substantially  higher  on  the  warehouse  sales  floor-s  in 
the  1975  season. 

The  sparring  match  is  being  staged  in  the  area  of  record  high  prices.  And  part 
of  the  match  has  been  moved  ti)  Washington,  where  legislation  has  been  proposed 
to  increase  government  price  supports  above  the  level  that  present  law  allows. 

During  the  past  four  years,  the  weather  has  been  the  scorekecper  in  the  supply- 
demand  game.  Growers  have  not  deliberately  underproduced  their  crops,  farm  ex- 
perts note. 

Some  tobacco  experts  believe  that  adverse  wenther^a  midsummer  drought, 
a  wet  tall  and  early  freezes— sliced  between  40  milliun  pounds  and  50  million 
pounds  from  last  year's  crop.  And  weather  is  also  blamed  for  the  short  1971  and 
1973  crops. 

The  1971  crop  was  80  million  pound*  Ijclow  the  authorized  government  produc- 
tion quota,  and  the  l\37'-i  crop  was  about  113  million  pounds  short  of  the  quota. 
The  1972crop  came  closest  to  matching  the  quota,  falling  under  by  only  23  million 
pounds. 

"Weather  is  always  the  whipping  boy,"  said  Jerry  Hill,  agricultural  meteorol- 
ogist with  the  National  Weather  Service.  "Tobacco  has  a  longer  growing  season, 
plin  a  curing  season,  which  makes  it  more  subject  to  weather  vaiations,''  he  said. 

"We  usually  have  ample  rain  in  the  summer  and  then  a  dry  fall  for  curing.  I 
can't  see  any  changes  in  the  weather  patterns  that  would  change  thai,"  he  said, 
adding  that  wet  autumns,  drier  summers  and  record  early  frosts  of  the  past  few 
years  are  the  usual  variations. 

Meanwhile,  as  the  weather  was  playina  havoe  with  llic  crop  yields,  cigarette 
produelion  began  climbing  toward  a  record.  For  the  tobacco  marketing  year  1971- 
1972  (l>eginning  on  Oct.  1  and  ending  on  Sept.  30),  hurley  use  came  to  J70  million 
p<)unds. 

The  following  marketing  year  (1972-1973)  the  use  total  went  to  610  million 
pounds  and  to  620  million  pounds  for  the  vear  1»7;*-1974. 

The  estimate  for  this  marketing  year  (Ifl74-I97.'>)  is  OS-'i  million  pounds.  The 
projected  demand  for  the  year  197i)-1976  is  S-'SO  niillion  pounds,  and  some 
tobaccomcn  lielieve  that  the  trade  could  absorb  even  more. 

Last  year  was  the  fifth  straight  year  of  raising  cigarette  consumntion  since  the 
lull  ended  in  1969,  according  to  U.S.  Department  of  Agriculture  (USD.\)  ligure-^. 

A  larger  (xirtion  of  the  U.S.  population  has  reached  the  "smoking  age,"  and 
despite  anti-tobacco  campaigns,  cigarette  consuiiiption  per  capita  continue?  to 
c]iml>.  In  1974,  pers<ms  IS  years  and  older  each  averaged  smoking  4,220  cigarettes, 
or  21 1  packs,  according  to  USD.i  figures. 

The  actual  consumption  per  smoker,  of  course,  is  ni'ich  higher  than  the  per- 
capita  figure  liecause  surveys  show  that  only  4U  ])er  cent  of  the  U.S.  adult  jiopuln- 

"The  aljsrilute  suppiv  of  burlev  is  lower  than  it  h.as  lK>cn  since  lO-M.  and  the 
supply  relative  to  use  is  the  lowest  since  l)efore  World  War  11,"  HolxTt  JI.  Mill.T, 
t*il>acco  pr<igraiu  lender  with  the  USDA's  Kconoinic  Research  Service,  said  in  a 
recent  intcrvi<;w. 

"The  coming  crop  is  a  critical  one,  because  companies  have  built  their  blends 
on  burley;  anything  Ix'low  6.")0  million  pounds  would  have  to  be  coii,siden'd  a 
short  crop,  worsening  the  situation,"  he  said. 
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MiUer  $aid  that  cigurctte  iiiiinufacturers  would  lie  Forced,  to  reduce  the  aging 
p«'riod  f<ir  their  leaf  mid  supplement  their  blends  with  imported  hurley. 

Burlcy  imports,  in  fact,  are  ulrefidy  showing  a  steady  climb,  from  10.5  million 
pound!]  in  1972  to  88  million  pounds  last  year,  MiUer  said. 

L'.y.  cigarette  makers  say  they  prefer  the  homegrown  leaf.  "Domestic  com- 
)>:iiii<'s  don't  want  to  import  tobacco,"  Stuart  Lcakc,  a  \'ice  president  with  R.  J. 
li<-vnolds  Industries,  Inc.,  said.  He  added  that  the  increase  in  imports  was  neces- 
>;irv  to  fill  ill  the  lag  in  L.S.  production. 

""I  think  that  this  year  is  a  very  critical  one.  If  we  don't  get  the  buriey  grown, 
wf'll  have  to  change  blends — and  blends  are  as  sacred  as  grandmother's  recipes," 
Leake  .--aid  in  a  teltmhone  interview  from  his  Winston-Salcm,  N.C.,  office. 

The  alternative,  he  said,  is  to  rely  more  heavily  on  foreign  biiriey.  Leake  said 
that  hLs  couipany  has  experimented  with  synthetic  tnbacco  and  had  found  it 
unsatisfactory.  British  and  We^-t  Cicrman  companies,  however,  are  beginning  to 
iiutrket  cigarettes  with  as  much  as  23  per  cent  synthetic  smoking  material  in  the 
l>lend. 

U.S.  tobaccomen  are  wary  that  the  synthetics — generally  made  from  wond 
pulp — will  make  inroads  into  the  natural  leaf  market,  especially  if  supplies  of 
the  leaf  do  not  impro\'e. 

Leuke  said  that  a  lOO-million-pound  crop  this  year  would  temporarily  solve 
the  problem  of  supply,  but  that  the  government  production  quota  would  have  to 
iic  incrca.'ied  consistently  in  the  following  years. 

George  Macon,  an  executive  with  Phihp  Morris,  Inc.,  sard  that  the- buriey  sup- 
ply U  "fhort,  but  not  yet  critical,  but  it  will  become  critical  if  the  1975  crop  isn't 
a  large  one." 

However,  Macoa  believes  that  the  tecon)  high  prices  paid  for  the  1974  crop 
and  the  promiae  of  even  better  prices  this  y«ar  will  "get  the  crop  planted." 

Under  the  poundage  control  program,  a  tarmcr  mtL>'  carry  forward  that  portion 
of  hi^  quota  that  he  failed  to  market  in  the  preceeding  year.-,  as  long  as  the  ac- 
cumulated quota  does  not  exceed  200  per  cent. 

The  L'SDAset  the  "basic  "  quota  for  1975  at  670Tftillion  pounds  for  the  Burle>- 
Mt.  Considering  the  carryover  quota  from  previous  seasons,  the  "effecti\-c,"  or 
iiciumI  quota  is  777  million  priundii. 

4'>nie  farmers  are  not  so  sure  that  a  big  crop  will  be  planted  this  year,  Bising 
production  coste,  labor  shortages  and  a  scarcity  f>t  curing  bamn  could  limit 
production,  many  tobacco  growers  predict. 

But  rising  production  costs — costs  that  are  not  bein^  reflected  in  the  gov- 
ernment's price  support  formula — will  be  the  major  discouragement,  growers 
iind  fnnn  organization  spokesmen  say. 

The  average  price  sujipon  on  the  1974  crop  was  $85.80  per  hundred  pounds, 
with  the  range  running  from  $65  per  hundred  pounds  for  the  lowest  grade  to  S90 
fi>r  the  best.  The  present  law  will  automatically  increase  the  :iverage  price  support 
c  *90. 10  per  hundredweight  tor  the  1975  crop.  The  price  level  for  sjtecific  tobacco 
^ades  has  not  been  d<'termined. 

But  even  with  the  increase,  the  government  price  supports  do  not  even  guarantee 
priiduction  costs,  which  some  predict  will  run  $100  [>er  hundredweight,  growers 

Taking  up  the  cause,  L'.R.  Hep.  Carl  O,  Perkins,  D-Hindman.  twice  introduced 
legislution  in  the  waning  da.i's  of  the  last  Congress  to  raise  price  supports.  The 
f:rst  bill  sought  an  average  of  $lH2per  hundrcdwight  and  the  second  bill  $117. 

The  liills  failed  to  pass  the  Senate,  and  Perkins  co-sponsored  a  third  bill,  early 
in  this  )«es3iOD  of  Coni^res.-i,  again  seeking  a  S117  per  hundredweight  average  price 
guarantee  for  the  t97o  crop. 

The  bill  has  been  included  in  a  general  farm  bill  and  will  be  considered  during 
.•^nate  Agriculture  and  Forestry  Committee  hearings  banning  Feb.  17  U.S. 
^n.  Walder  D.  Iluddleston,  D-EUzabethtown,  said  in  an  interview  last  week. 

Uuddlc9ton  said  that  he  supports  the  increase,  but  that  the  Ford  adminis- 
tRitir>n  opposes  it.  "In  the  final  analysis,  we'll  have  to  determine  what  we  need 
iprice),  and  then  determine  if  the  rL^k  is  worth  it,"  he  said. 

The  rink  that  Huddleston  referred  to  is  the  possibility  that  new  tobacco  legisla- 
tion will  open  the  door  for  anti-tobacco  lawmakers  to  attack  the  entire  tobacco 
program. 

In  addition  to  the  price  sup|>ort  issue,  the  entire  marketing  procedure  will  come 
under  the  scrutiny  of  the  Senate  Agriculture  Committee,  Huddleston  said. 

"Price  support*  aren't  the  only  problem.  The  worst  problem  is  the  marketing 
and  merchandising  of  inbacco — it's  done  the  same  as  it's  been  done  for  years, 
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Huddteston  said  an  in-depth  study  will  be  made  of  the  marketing  system,  "hope- 
t\iUy  before  the  1975  tobacco  markets  open." 

The  study  will  ask  whether  an  auction  exists  on  the  warehouse  floors  and  if  all 
of  the  present  steps  are  really  needed  to  prepare  and  market  the  crop. 

He  said  that  tobacco  company  officials,  warehousemen,  auctioneers,  and  growers 
will  be  asked  to  testify. 

Farmers  have  been  critical  of  the  marketing  system,  especially  during  the  past 
two  seasons,  when  an  allocation  system  replaced  the  "true  auction." 

Allocation  has  been  acknowledged  by  company  burers,  auctioneers  and  ware- 
housemen. This  sales  method  develops  when  ajl  of  the  buyers  stop  at  the  same  top 
bid  and  the  tobacco  is  divided  among  the  buyers  at  the  same  price.  Allocation 
is  usually  based  on  the  companies'  past  buying  patterns. 

The  procedure  denies  the  farmer  the  top  dollar  for  his  crop,  a  Kentucky  Farm 
Bureau  study  concluded.  While  the  study  did  not  accuse  the  companies  of  price- 
lixinK,  it  did  ask  for  better  marketing  methods  that  would  encourage  competition 
for  tne  leaf. 

The  antitriist  division  of  the  Justice  Department  and  an  interim  legislative 
subcommittee  of  the  Kentucky  General  A^embly  also  are  conducting  investi- 
gations. 

Additionally,  the  USDA  is  reviewing  tobacco  marketing  and  aix  Central  Ken- 
tucky burley  growers  have  filed  a  class-action  suit,  seeking  $3  billion  from  the 
major  tobacco  buying  companies. 
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Senator  Fohd.  Like  any  other  businessman,  a  farmer  has  a  right  to 
expect  a  fair  net  profit  for  the  time,  labor  and  capital  he  has  invested 
into  his  operation.  It  is  a  recognized  fact  that  the  burley  tobacco  price 
ftiipport  program  has  not  kept  pace  with  the  rising  costs  of  production. 
What  is  needed  is  a  justifiable  and  more  realistic  price  support  which 
reflects  current  conditions.  Such  action  would  realize  the  following 
objectives: 

Assure  continued  production  through  guarantees  of  reasonable 
returns.  One  immediate  problem  is  that  me  banks  are  not  going  to  loan 
money  to  the  marginal  farmers  until,  and  unless,  they  are  assured  of  a 
good  support  price. 

A-ssure  adequate  supplies  of  agricultural  commodities  for  markets  at 
reasonable  prices. 

Protect  producers  from  extreme  shifts  in  markets  and  prices. 

Finally,  and  perhaps  most  important  in  these  tryii^  times,  is  to  help 
insure  the  stability  of  our  family  farms,  those  small,  diversified  opera- 
tions long  recognized  as  the  most  productive  units  in  society  but 
wbich  in  recent  years  have  felt  the  pinch  of  severe  coat-price  squeezes 
in  all  areas  of  their  operations— not  only  tobacco,  but  also  livestock, 
dairy  production,  feed  and  grain  crops. 

On  February  12,  the  Governor's  Council  on  Agriculture  in  Kentucky 
unanimously  adopted  a  resolution  supporting  increa^ng  price  supports 
to  75  percent  of  parity. 

Mr.  Chairman,  I  recognize  that  there  are  those  who  would  use 
scare  tactics  against  burley  tobacco,  claiming  that  there  are  health 
(actors  outweighing  any  consideration  for  increased  price  support. 
Yet  there  is  no  conclusive  evidence  to  date  that  would  support  such  a 
move,  I  repeat  that  over  25  percent  of  the  research  is  going  on  right 
now  in  the  State  that  I  serve,  paid  for  by  the  very  farmers  whose 
livelihood  is  in  jeopardy.  This  research  is  designed  to  find  any  impuri- 
ties, and  if  discovered,  we  know  that  because  burley  is  a  phable 
T^oduct  it  can  be  grown  out  in  two  seasons — under  pfoper  conditions 
m  i  year.  Burley  farmers  have  taken  the  responsible  and  responsive 
approach,  and  have  devoted  their  fives  to  providing  the  food  and  fiber 
for  this  and  other  nations.  We  must  not  succumb  to  such  overtones 
in  denying  increased  price  support  because  of  the  ultimate  conse- 
quences. Jjiything  less  is  wrong. 

Thank  you,  Mr.  Chairman,  for  allowing  me  to  make  these  comments 
to  your  committee. 

Senator  Huddleston.  Thank  you. 

Any  questions  of  Senator  Ford? 

Senator  Dole.  No  questions. 

Senator  Stone.  One  question. 

Senator,  do  you  agree  with  the  House  Agricultliral  chairman  that 
90  percent  is  about  the  right  parity  support? 

Senator  Fohd.  I  don't  want  to  get  into  a  disagreement  with  a 
colleague  from  Kentucky,  but  since  we  had  a  diversified  group  of  the 
agricultural  community  on  the  Governor's  Council  on  Agriculture, 
ind  since  they  unanimously  voted  to  support  and  proposed  a  75-percent 
parity,  I  would  have  to  go  along  with  75  percent. 

Senator  Stone.  The  chairman  said  anything  less  than  that  would 
be  wrong,  and  would  you  go  along  with  that  statement? 
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Senator  Ford.  Well,  I  tliiiik  the  chairman  fi-oni  the  House  said  that 
no  less  than  75  percent  and  I  think  we  cau  hold  it  at  that  basis.  That 
would  be  the  bottom  line,  though. 

The  Chairman.  Any  further  questions? 

Tliank  you,  Senator.  I  regret  I  didn't  get  to  hear  all  of  your 
testimony- 
Senator  Ford.  Well,  I  will  give  you  a  copy  of  my  statement. 

The  Chairman.  Fine,  and  I  will  read  it. 

I  had  an  important  call  that  I  thought  I  should  take. 

The  Chairman.  The  next  witness  is  John  L.  Grambling,  Jr.,  vice 
president,  South  Carolina  Farm  Bureau  Federation,  Columbia,  S.C. 

Good  to  see  you,  sir,  and  you  may  proceed.  If  you  desire,  your 
full  statement  will  be  inserted  in  the  record,  and  you  may  summariiie  it. 

STATEKENT  OF  JOHN  L.  ORAHBLINa,  JR.,  VICE  FRESIBENT,  SOUTH 
CAROLIHA  FAEM  BUBEAU  TXDEBATIOH,  COIUHBIA,  S.C. 

Mr.  Gramblinq.  Thank  you,  ar,  I  don't  believe  there  are  too  many 
committee  members  here  so  I  will  have  to  address  you,  air. 

Mr.  Chairman  and  committee  members,  we  appreciate  the  oppor- 
tunity to  present  South  Carolina  Farm  Bureau's  views  on  current 
farm  programs  as  regards  cotton  and  Flue-cured  tobacco. 

Farm  Bureau  is  the  largest  general  farm  organization  in  South 
Carolina,  with  a  membership  of  approximately  42,000  families  repre- 
senting every  county.  We  have  active  commodity  advisory  committees 
representing  every  major  commodity  produced  within  the  State,  and 
our  policy  is  developed  through  study,  discussion,  and  decision  by 
majority  vote  at  the  county  and  State  levels. 

This  statement  today  is  based  on  policies  adopted  by  the  voting 
del^atcs  of  the  member  county  farm  bureaus  at  our  most  recent 
annual  meeting  held  on  December  7,  1974.  I  might  add  that  1  am  a 
cotton  producer  and  also  a  member  of  South  Carolina  Farm  Bureau's 
Cotton  Advisory  Committee. 

Our  feeling  toward  Government  farm  programs  as  concerns  cotton 
and  Flue-cured  tobacco  is  summarized  by  the  following  statement: 


We  feel  that  the  target  price  for  the  1975  cotton  crop  should  be 
adjusted  upward  in  order  to  take  into  consideration  the  rapidly 
escalating  costs  of  production,  which  include  the  increased  cost  of 
machinery,  labor,  fertilizer,  insecticides,  fuel,  and  practically  every 
other  input. 

As  you  know,  the  target  price  for  the  1975  crop  was  38  cents  per 
pountl.  This  is  an  unrealistic  figure  when  compared  to  the  tost  of 
production  for  last  year's  crop.  According  to  Clemson  University 
economists,  average  cotton  production  costs  per  pound  in  South 
Carolina  for  the  1974  crop,  excluding  land  costs,  were  as  follows: 
400  pounds  per  acre  yield,  59  cents;  500  pounds  per  acre  3"ield,  55 
cents;  600  pounds  per  acre  yield,  47  cents.  The  average  yield  per  acre 
in  South  Carolina — 1973  figures  were  the  latest  available — was  473 
pounds  per  acre. 

According  to  statistics  prepared  by  the  Economic  and  Market 
Research  Department,  National  Cotton  Council  of  America,  produc- 
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tion  co3t  per  acre  on  a  national  level  averaged  50.4  cents  per  pound. 
The  present  trend  would  indicate  that  the  1975  crop  will  be  more 
costly  to  produce. 

The  Department  of  Agriculture  has  been  following  the  practice  of 
announcing  a  preliminary  loan  rate  for  cotton  by  Uie  November  1 
deadline  specified  in  the  law,  and  a  final  rate  shortly  before  the  begin- 
uing  of  the  harvest  the  following  summer.  We  do  not  believe  the  Con- 
gress contemplated  this  two-step  procedure  when  it  enacted  the  ap- 
plicable pro^nsions  of  the  Agriculture  and  Consumer  Protection  Act 
of  1973.  vVe  recommend  that  the  preliminary  loan  rate  announced  for 
any  crop  of  cotton  be  the  minimum  for  that  crop  year. 

At  present,  cotton  which  goes  under  CCC  loan  must  be  redeemed 
within  10  months  of  entry.  We  feel  that  a  program  which  would  permit 
a  farmer  the  right  to  redeem  his  cotton  from  CCC  for  an  additional 
period  of  8  to  10  months  would  be  very  helpful  in  this  regard.  It  would 
certainly  pro\ide  a  more  reahstic  loan  program  which  would  in  turn: 
(1)  Promot*  the  orderly  marketing  of  cotton,  (2)  assist  in  crop  financ- 
ing, (3)  assure  adequate  U.S.  production  at  competitive  pnces,  and 
(4J  not  unduly  encourage  an  increase  in  foreign  production. 

Mr.  Chairman,  we  believe  that  despite  the  problems  of  the  moment, 
which  were  caused  largely  by  outside  economic  forces,  the  cotton 
industry  does  have  several  important  opportunities  for  the  future. 
When  the  economy  turns  around,  fiber  demand  in  the  United  States 
will  resume  its  upward  trend,  and  cotton  has  the  opportunity  and 
potential  to  share  in  this  growth,  if  Government  programs  protect 
farmers'  incentives  to  produce  in  times  when  supply  temporarily 
exceeds  demand,  the  condition  that  now  exists.  We  need  and  solicit 
your  assistance. 

TOBACCO 

Flue-cured  tobacco  is  South  Carolina's  No.  1  cash  crop,  with  cash 
receipts  of  more  than  $178  million  for  the  1974  season,  ft  is  tremen- 
dously important  to  the  economy  of  South  Carolina,  and  we  feel  that 
the  present  tobacco  prograin  has  proved  to  be  very  successful. 

Mr.  Chairman,  I  am  not  a  tobacco  producer,  but  at  this  time  would 
like  to  enter  into  the  record  of  this  hearing  excerpts  from  a  letter, 
which  was  sent  to  members  of  our  congressional  delegation  from  our 
State  president — Mr.  Harry  S.  Bell — which  states  our  tobacco  pro 
ducers  members'  feeling  as  to  the  present  tobacco  program.  I  now 
quote  from  the  above-mentioned  letter; 

'"The  Agricultural  Act  of  1949,  as  amended,  provides  that  the  level 
of  price  support  for  the  1961  and  each  subsequent  crop  of  tobacco,  for 
which  growers  have  not  disapproved  marketing  quotas  shall  he 
determined  by  multiplying  the  1959  crop  support  level  by  the  ratio  of 
(1)  the  average  of  the  index  of  prices  paid  by  farmers  for  the  preceding 
3  calendar  years  to  (2)  the  average  index  of  prices  paid  by  fanners 
diuing  1959.  Under  this  provision,  the  level  of  support  for  the  1975 
crop  of  Flue-cured  tobacco  will  be  about  12  percent  above  the  1974 
crop  support  level  of  83.3  cents  per  pound.  This  would  give  a  1976 
crop  support  level  of  approxiniately  93  cents. 

In  oraer  to  reflect  tlie  current  cost  of  production,  which  we  believe 
to  be  the  intention  of  the  Agricultural  Act  of  1949,  we  submit  the 
following  options.  The  "cut  off  date"  for  the  preceding  years  could  be 
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June  30  instead  of  December  31  with  the  possibilit}-  of  using  the  2 
previous  years  instead  of  3  previous  years. 

Upon  consulting  witli  Dr.  Max  Lloyd  of  Clemson  University,  we 
have  conSrmed  the  results  of  this  recommendation  to  be  as  follows ; 

3-year  basis  ending  June  30  (crop  support  level) 1.  00 

2-year  basis  ending  Dec.  31  (crop  support  level) 1,  02 

2-yeaJ  basis  ending  June  30  (crop  support  level) 1.  07 

The  "cutoff  date"  may  need  to  be  adjusted  for  administrative  reasons, 
but  the  date  should  be  as  late  as  possible. 

These  figures  are  based  on  current  rate  of  inflation  and  any  upsurge 
of  inflation  from  now  to  June  would  reflect  in  higher  support  prices 
if  a  "cutoff  date"  of  June  30  is  used.  Any  of  these  options  would  give 
a  "modest  increase"  in  the  support  price  of  tobacco.  However,  if  this 
requires  an  act  of  Coi^ess,  and  if  in  your  opinion  you  consider  any 
changes  would  endanger  the  tobacco  program,  the  preserving  of 
the  proOTam  should    have    top    priority. 

Mr.  Chairman,  this  completes  our  formal  statement.  We  shall  be 
happy  to  answer  questions  and  work  with  the  committee  in  every 
way  possible  toward  implementing  the  above  stated  recommendations, 

The  Chairman.  I  want  to  congratulate  you  on  a  fine  statement. 
Senator  Thurmond  appeared  earlier  and  testified  along  the  same  lines. 

Mr.  Ghamblisg.    les,  sir. 

The  Chaihman.  Any  questions? 

If  not,  thank  you,  sir. 

Haa  Mr,  Brorsen  arrived?  He  is  the  next  witness.  The  Chair 
recognizes     the     distinguished     Senator    from    Oklahoma     first. 

Senator  Beli,mon.  Thank  you  very  much,  Mr.  Chairman.  I  am 
very  proud  to  have  Mr.  Brorsen's  testimony  before  the  committee 
today.  He  is  one  of  the  kind  of  witnesses  we  need  here.  He  is  a  family 
farmer  from  Perry,  Okla.,  and  he  is  a  former  State  president  of  the 
FFA.  At  the  present  time  he  is  serving  as  chairman  of  the  State 
ASCS  Committee. 

He  has  gone  to  a  lot  of  trouble  to  get  his  information  from  actual 
farmers  around  our  State  as  to  what  the  costs  of  production  are,  and 
I  believe  will  be  able  to  pve  us  the  kind  of  information  we  have  such  a 
difficult  time  getting  from  the  Department  of  Agriculture  about  what 
it  really  costs  to  grow  these  crops. 

The  Chairman.  That  is  fine.  You  may  proceed.  If  you  see  fit, 
you  may  insert  your  full  statement  in  the  record  and  just  summarize 
It. 

SIATEUEHT  OF  BABT  W.  BKOKSEH,  FESST,  OELA. 

Mr.  Brossbn.  Mr.  Chairman,  I  appreciate  the  opportunity  to 
appear  before  you  to  present  the  views  of  an  Oklahoma  wheat  grower. 
I  hope  that  you  are  considering  adjusting  the  tai^et  price  to  reflect 
the  huge  increase  in  cost  of  production.  When  the  Agriculture  and 
Consumer  Protection  Act  of  1973  was  passed,  the  $2.05  target  price 
for  wheat  was  accepted  by  farmers  as  a  level  that  would  protect  them 
from  financial  loss. 

CoBtB  have  risen  so  fast  that  most  farmers  don't  know  what  their 
expense  to  produce  a  bushel  of  grain  or  a  bale  of  cotton  really  is. 
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I  have  with  me  receipts  and  price  quotes  to  illustrate  some  of  the 
cost  of  input  items  for  producing  my  1973  wheat  crop  compared  to 
the  crop  I  planted  last  fall  and  hope  to  harvest  in  June  1975.  Diesel 
fuel  for  the  1973  crop  cost  14.3  cents  per  gallon  compared  with  30.5 
cents  for  the  1975  crop.  A  tractor  tire,  size  18.4  x  38,  8  ply,  cost  $186 — 
today  its  cost  is  $310.  To  prepare  land  for  the  1973  crop  I  purchased 
A  14-foot  offset  disc  for  $1,500;  the  same  disc  today  is  S2,950.  The 
two  grades  of  dry  fertilizer  used  most  in  our  area  are  ammonium 
nitrate— 33  percent  nitrogen  which  sold  for  S54  per  ton  for  the  1973 
crop,  and  currently  $173  per  ton;  and  ammonium  phosphate — 18-46-0 
sold  for  $84  per  ton  for  the  1973  crop  and  $230  for  the  1975  crop.  This 
increase  in  fertilizer  cost  averages  over  300  percent. 

Interest  rates  at  the  bank  for  a  loan  for  production  expenses  was 
7  percent  in  1972;  now  it  runs  9  to  10  percent.  The  interest  rate  on  a 
loan  on  stored  wheat  from  the  USDA  was  3.5  percent  and  this  year  is 
9.37.'>  percent.  A  summary  of  the  ahove  is  as  follows: 


■I  fuel  (ctnts  pii  tillon)... 


F»tili»>  33-O-0  (par  tun).;.' 
FKbl^r  lS-4$~a(p<ctan)... 


The  impact  that  these  increases  have  on  production  cost  is  dramatic. 
When  I  recently  met  with  farmers  and  we  figured  the  actual  total 
expense  in  growing  and  harvesting  a  crop  of  wheat  we  were  shocked 
ihat  in  such  a  short  time  cost  had  risen  so  much. 

Most  of  Oklahoma  is  a  continuous  crop  area  with  wheat  planled 
in  September  through  November  and  harvested  in  early  June.  In 
north-central  Oklahoma  about  90  percent  of  the  total  cropland  is 
devoted  to  wheat.  The  cost  of  producing  a  bushel  of  wheat  in  this 
area  was  attained  through  2  weeks  of  research.  Fu-st  I  contacted  the 
County  ASCS  Committee,  who  are  outstanding,  weli-respected  men, 
elected  by  their  fellow  farmers.  These  tlu-ee  men  then  visited  farmers 
in  their  county.  In  a  half-day  meeting  with  the  members  of  the 
county  committee,  we  compiled  their  information  and  arrived  at  an 
average  farm  situation  in  tneir  county.  This  procedure  was  followed 
in  five  counties:  Logan,  Noble,  Kay,  Garfiield,  and  Grant  Counties. 
In  addition,  I  visited  with  machinery,  fertiUzer,  and  fuel  dealers.  I 
talked  with  individual  farmers  and  reviewed  my  own  farm  records. 
The  yield  per  acre  used  to.  figure  the  cost  is  the  county  average  yield. 

Geatlemen,  I  am  astonished  to  report  to  you  that  the  price  of 
vheat  necessary  to  cover  all  production  expenses  and  provide  $8,000 
for  the  farm  operator  for  labor,  risk,  and  management  averaged 
S4,31  per  bushel. 

May  I  say  about  that  $4.31,  we  all  thought  we  were  doing  well 
St  94.31  a  bushel,  but  when  we  looked  at  the  cost  statements,  we 
discovered  this  isn't  a  high  price. 

I  refer  you  to  exhibits  A,  B,  and  C  '  of  individual  counties  fisted 
here  ivhich  are  Garfield,  Kay,  and  Logan  Counties.  You  can  see  the 
actual  expense,  beginning  at  the  left^and  side  of  the  upper  page. 

>BMP..««. 
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The  expense  of  fertilizer  is  running  about  three  times  what  it  had  been 
even  though  we  cut  down  on  the  amount  applied.  The  cost  of  seed, 
repairs,  fuel,  oil,  et  cetera— and  this  would  include  the  fuel  for  the 
pickup  trucks  going  into  town — and  just  all  the  things  the  farmer  has 
to  do  to  operate  his  business.  As  to  labor,  the  farmer  and  his  family 
have  (lone  most  of  the  labor  on  a  700-acre  wheat  farm,  as  you  see 
there  is  only  $1 ,400  worth  of  outside  labor  in  this  case. 

Next  herbicides  and  insecticides,  well,  these  do  not  have  to  be 
applied  every  year,  but  it  is  an  expense.  They  only  charged  $2.50 
per  acre  for  this.  With  the  high  cost  the  farmer  has  invested,  75 
percent  of  those  farmers  in  tliis  area  are  insuring  their  crops  for  hail 
so  that  the}'  will  have  some  money  hack  to  farm  again  in  case  the  crop 
is  hailed  out. 

Now  we  included  the  insurance  coats  the  fanner  has  on  his  farm, 
his  ad  valorem  tax,  his  truck  license  tags  and  his  interest  expense  at 
the  bank.  In  this  particular  county  the  rate  was  9  percent.  In  some 
counties  it  is  10  percent.  The  operator's  investment  was  figured  at 
7J2,  which  is  the  only  item  I  see  here  that  some  people  might  question, 
whether  you  count  the  owner's  investment  in  his  business.  And  to 
that  I  would  say  if  he  borrowed  all  this  money,  we  would  be  happy 
to  count  it;  if  he  had  his  machinery  leased,  we  would  be  happy  to 
count  his  machinery  rental;  if  he  worked  for  somebody  else,  you  see, 
he  wouldn't  have  to  have  30  years  of  his  life's  savings  invested  with 
them  in  order  to  have  a  job. 

Machinery  depreciation  was  figured  at  10  percent  of  the  actual 
current  value  of  his  machinery  as  replacement  cost  and  charged  in 
for  the  expense  of  that  year.  Even  though  he  has  a  combine,  on  a 
700-acre  farm,  he  still  hires  some  wheat  custom  harvested,  which  is 
customary  due  to  the  high  weather  risk  in  the  area. 

You  may  be  like  the  farmers  who  participated  in  compiling  these 
costs,  not  a  single  one  of  us  bad  any  idea  that  expenses  have  increased 
so  much.  It  is  hard  to  believe.  As  you  see  from  the  individual  items 
that  make  up  the  total,  the  cost  here  at  the  bottom  of  the  page  is 
realistic. 

For  instance,  the  value  placed  on  machines  are  current  selling 
prices  that  could  be  easily  attained  or  exceeded. 

The  present  target  price  levels  do  not  live  up  to  the  intention  of 
the  act  of  1973.  If  the  target  price  was  correct  when  it  was  conceived 
and  set  at  $2.05  per  "bushel  then  it  could  be  justified  to  exceed  $4 
today. 

I  consider  raising  target  prices  and  chaining  the  level  of  loan  rates 
to  be  two  separate  issues,  I  would  not  want  to  see  a  high  loan  level  set 
for  Government  loans  on  grains  and  cotton.  I  feel  this  would  return 
agriculture  to  the  cheap  prices  and  controls  of  a  few  years  back.  I 
would  favor  a  low  interest  rate  for  loans  on  stored  crops  and  storage 
facihty  loans.  This  would  help  the  farmers  to  carry  the  reserve  stocks, 
1  hope  the  Government  does  not  get  back  into  controlling  enough 
supplies  to  threaten  the  market  every  time  it  might  raise  a  little. 

The  disaster  payment  provisions  contained  in  the  act  of  197.^ 
have  helped  many  farmers  this  year.  With  weather  acting  up  all 
across  the  Midwest  and  Southwest  parts  of  our  Nation  the  disaster 
provision  was  tried  and  proved  to  be  of  assistance  to  the  farmer 
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affected  by  natural  disaster.  Serving  as  State  chairman  of  the  Okla- 
homa ASCS  Committee,  I  have  observed  two  changes  needed  in 
the  disaster  provision.  Currently  a  farmer  who  produces  a  60-percent 
normal  crop  receives  a  payment  on  the  difference  between  the  60' 
percent  and  100  percent  of  the  farm's  normal  crop.  This  compares 
to  a  neighbor  farmer  who  produces  68  percent  of  the  normal  crop 
and  receives  no  pajinent. 

Sixty-six  and  two-thirds  of  normal  is  the  trigger  point,  and  this 
is  fine,  but  let's  change  procedure  to  only  make  a  payment  on  the 
difference  on  what  a  farmer  produces  and  &6%  instead  of  the  present 
100  percent. 

If  target  prices  were  raised  that  would  correct  the  second  problem — 
to  let  payments  more  nearly  reflect  present  production  cost. 

Mr.  Chairman,  may  I  say  that  I  heartily  agree  with  the  principles 
established  by  the  Agriculture  and  Consumer  Protection  Act  of  1973. 
We  have  a  farm  program  that  makes  good  farm  prices  to  the  advantage 
of  both  the  Government  and  the  producer.  If  target  prices  reflect 
production  costs. 

Mr.  Chairman,  this  concludes  my  remarks  on  suggested  changes 
for  Federal  farm  legislation.  I  would  be  pleased  to  respond  to  any 
questions  you  or  members  of  the  committee  might  have  at  this  time. 

The  Chairman.  Fine,  and  thank  you  for  an  excellent  statement. 

I  think  your  testimony  as  well  as  the  previous  witnesses'  testimony 
has  proved  that  the  target  price  in  the  present  law,  under  the  loan 
levels,  is  completely  unrealistic. 

You  favor  continuation  of  the  tai^et  price  and  loan  program;  do 
you  not? 

Mr.  Brorsen.  Yes;  I  think  the  tai^t  price  program  has  the 
possibility  of  being  the  best  thing  we  ever  had.  If  target  prices  are 
set  reasonably,  I  can  see  that  some  of  the  Government  actions  that 
have  been  taJten  recently  in  controlling  the  sales  of  wheat  to  other 
countries  might  not  have  taken  place  if  those  making  those  decisions 
would  have  realized  that,  well,  if  the  price  gets  too  low,  the 
Government  will  have  to  make  up  the  difference  on  the  target  price. 
So  I  think  they  will  do  a  better  job  of  selling  our  products  involved 
and  keeping  our  markets  open. 

The  Chairman.  Did  you  hear  all  the  cotton  farmers  testifying  this 
morning? 

Mr.  Bhorsen.  Only  two  or  three,  sir. 

The  Chairman.  Most  all  of  the  testimony  was  to  the  effect  they 
thought  the  target  price  level  should  be  at  or  about  the  cost  of 
production  and  that  the  loan  levels  should  be  somewhat  below  that 
BO  that  the  product  would  flow  into  the  channels  of  commerce.  I 
judge  from  the  thrust  of  your  testimony  that  you  are  thinking  along 
that  line? 

Mr.  Bborsen.  Yes;  I  think  the  loan  level  should  be  substantially 
below  the  tai^et  price  where  it  is  only  used  as  a  marketing  tool  and 
not  as  a  market. 

The  Chairman.  I  would  agree  with  that.  We  don't  want  to  accumu- 
late large  stocks  of  agricultural  products  in  warehouses  such  as  we  had 
for  many  years.  It  was  very  expensive  to  the  taxpaj'ers  to  carry  and 
Terv  depressing  to  agricultural  producers  on  their  prices. 

Thank  you,  sir.  Any  questions?  Senator  Belimon. 
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Senator  Bellhon.  Mr.  Chturman,  I  would  also  like  to  express  my 
appreciation  for  his  coming  and  ^ving  us  the  information  which 
I  know  he  gathered  at  great  personal  effort.  I  notice  in  your  con- 
■  elusions  here  you  have  cost  with  no  return  to  the  operator  and  then 
cost  based  on  different  levels  of  return.  In  your  working  with  these 
farmers,  do  j-ou  get  the  feeling  that  they  expect  the  target  price 
and  returns  at  just  the  cost  of  production  or  do  they  expect  the  target 
price  and  returns  as  something  for  them  to  live  on? 

Mr.  Bhorsen.  I  think  most  of  them  would  be  pleased  with  the 
target  price  that  would  bring  back  their  cost  of  production.  Before 
figuring  this  up,  I  thmk  most  of  us  thought  $3  a  bushel  would  take 
care  of  our  costs  and  bring  in  a  little  return.  We  found  it  is  going  to 
take  $3.60  or  $3.70  to  bring  our  costs  back.  We  hadn't  recently  done 
a  good  enough  bookkeeping  job  as  farmers  to  know  what  the  cost  is. 

Senator  Bellmon.  So  as  far  as  you  are  concerned,  sir,  this  informa- 
tion is  provided  for  guidance  but  the  figure  you  are  really  su^esting 
is  the  first  one  there,  that  is,  the  cost  with  no  return. 

Mr.  Brorsen.  With  no  return  to  operator  for  labor,  risk,  and 
management . 

Senator  Bellmon.  I  notice  also  yon  have  vahies  on  equipment.  Now, 
are  those  replacement  values  or  costs  for  this  equipment? 

Mr.  Bkorsen.  No,  these  would  not  be  the  new  price ;  thej'  would  be 
40  or  50  percent  short  of  new  price.  The  machinery  listed  here  is 
what  we  considered  the  average  farmer  has  on  his  land.  He  would 
have  some  1960  and  1970  model  machinerj'  and  some  1950  machinery 
and  even  one  list  had  a  1947  truck  on  it.  It  is  the  actual  machinery 
out  there  at  the  price  it  would  bring  today. 

Senator  Bellmon.  So  if  we  were  to  be  realistic,  that  figure  should 
probably  be  raised  somewhat? 

Mr.  6ror8En.  Well,  it  varies  from  farm  to  farm  and  doesn't  near 
reflect  the  new  price,  no.  We  charged  oil  10  percent  of  this  a  year,  yoii 
see,  and  a  farmer  who,  10  years  ago,  bought  a  tractor  for  $5,000  and 
put  away  $500  a  year  tor  10  years,  well,  he  couldn't  go  and  replace 
the  tractor  today  with  a  new  one  the  same  size. 

Senator  Bellmon.  Based  on  what  you  have  said  here  about  not 
wanting  the  Government  to  accumulate  stocks  of  grain,  do  you  have 
a  feeling  about  setting  up  a  strategic  reserve? 

Mr.  Brobsen.  I  suppose  reserve  stocks  are  needed,  but  I  don't  see 
any  way  that  the  Government  itself  could  own  these  and  handle  them 
without  it  being  a  depressing  thing  over  the  market  all  the  time. 
Historv  indicates  that  m  all  the  stocks  the  Government  has  had  they 
generally  release  them  before  the  real  emergency  gets  here.  They 
release  them  when  the  price  starts  up  for  one  reason  or  another. 
If  we  had  some  way  that  the  farmer  could  store  and  keep  the  stocks 
of  his  own  without  it  costing  too  much — and  right  now  at  9  or  10 

fiercent  interest  it  is  pretty  expensive  to  keep  wheat  stored  on  the 
arm. 

Senator  Bellmon.  So  you  would  not  oppose  a  reserve  of  storable 
farm  commodities  as  long  as  they  stayed  on  the  farm  under  the  control 
:  of  the  producer? 

Mr.  Brorsen.  As  long  as  they  stayed  under  the  control  of  the 
producer,  no.  I  think  if  they  stayed  under  his  control,  they  would  be 
all  right.  They  would  be  good. 
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I  think  we  need  some  reserve  and  I  think  produces  and  the  trade 
itself  are  willing  to  carry  some  reserve.  Personally  I  have  some  wheat 
in  the  bin.  I  am  not  worried  about  it  being  there 

The  Chairman.  Any  further  questions? 

Well,  tliank  you  very  much. 

(The  following  tables  were  referred  to  on  p.  659.] 


ANNUAL  EXPENSES 


F«tilii«r:  60  pounds  N  tiDin  NAi  8l  %1  p«r  acra,  75  pounds  18-4E-D  at 

Seed:  700  (juHielj  at  ».25._ _ 

iigtin:  700  iciM  it  13  par  »cr« _ 

Tud.  oil,  md  ptasc:  TOO  icrasil  U.25  pei  acre - 


Etnployei's  toclal  wcurrty  lai 

SpnyinfL  Harbicidi  ind  instcticidc—AMragt  p«i  jtck,  U.H  pw  i 

Hiil-^»W»0covHag«al8pErctnt 

Mjcliinetr  sWttt  bulldinj  and  contmts— K7,000  cOYtiaH- . 
Fj'it  li»bimy 


lrtMertaH»anli(»(i«C8nlonI58,351)__ _ 5,2S! 

0(«r.tiK-JinvKtmeot(IS8,lSlit7.5p!'«iit) -.- -- -,  «.37S 

Midiinery  deDr«clati<iiiandreiilac«nien1O0pgrc«nlpar  i>9i[) S.no 

CuBomhirvwUrn  300  acitsal  9-9-9 - 3.780 

ToUUipensB ,- 50,466 

MACHINERY  INVENTORY 


ISO  hp  di«sel  lii 
I  DO  hp  ditsel  tr! 
JOtpSOhptiid 


I9S9      2-ton  truck  arithlilt... 


ft  Mlli>nip«IM 

flolf-wldiik-.. 

24  ft  chitol  plow 

X  ft  whHl'lyps  iprinftOOUl 


1972  etolginioniinMiunMploH 

1962  1  to  16  in  diac  plsw 

I9S7  10  to  10  grain  dtilli 

I97J  Oozarlriida 
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1972       fuel  tanks,  t 


6  in  to  34  rt  transport  trail 

Dril,  nil  aunr  sir^m 

12  ft  f nin  luier -. 

Machinery  slorata  ^ructui 
TMts.  oil,  and  sliop  invent 


„Google 


LOGAN  COUNTY,  OKIA— 6DD-ACRE  WHEAT  FARM;  2E-BUSH£L  PER  ACRE  COUNTY  AVERAGE  YIELO  RENTED 

LAND  WITH  lANDOWNER  PAYING  »  OF  FERTrLIIER  COST 

ANNUAL  EXPENSES 


icticlde— avsraje  psr  ynr  S 


Truck  and  pickup  J 

f«™  liakllty 

AdvilDTim  tax — - 

Truck  llcanse  lifs... 

Capital  coats: 

Interasl  it  bank  (10  psinnt  on  HZ,3U)... 
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"'*** 

lACHINERY  INVENTORY 
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RAY  COUNTY  OKLAHOMA-500-ACRE  WHEAT  FARM;  J4-BUSHEL  PER  ACRE  COUNTY  AVERAGE  YIELD  REHTED  LAND 

WITH  LANDOWNER  RECEIVING  ^  OF  CROP  FOR  RENT 

ANNUAL  EXPENSES 
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Coit  per  bushel  with  tlD.OOO  return  to  op«n1ar 

Coil  (Mr  bushel  with  Ill.OOOiduin  looperatoc 


The  Chairman.  Our  next  witness  is   Mr.    William  A.  Baxter^ 
president,  Agricnitural  Council  of  Arkansas,  Dermott,  Ark. 
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STATEUENT  OF  WILLUHA.  BAXTEB,  PBESISEIIT,  AQKICULTUKAL 
COUNCIL  OF  ASEAHSAS,  DEEHOTT,  ASK. 

Mr.  Baxter.  Fine,  and  thank  you,  I  am  accompanied  by  Mr. 
Cecil  Williams,  who  is  executive  vice  president. 

The  Chairman.  Delighted  to  have  you. 

Mr.  Chairman,  my  name  is  W.  A.  Baxter.  I  am  a  cotton,  rice,  and 
soybean  farmer  from  Dermott,  Ark,  I  appear  before  you  today  on 
behalf  of  the  Agricultural  Council  of  Arkansas.  The  council  represents 
agricultural  and  agribusiness  interests  in  eastern  Arkansas.  It  is  my 
privilege  to  serve  as  president  of  ACA, 

Almost  all  farmers  in  eastern  Arkansas  produce  either  cotton  or 
rice  as  their  basic  crop.  Soybeans  in  most  cases  is  the  secondary  crop 
for  both  cotton  and  rice  growers.  Some  farmers  produce  all  three 
crop3.  These  crops  are  very  closely  related.  Consequently,  we'd  like 
to  discuss  cotton,  rice,  and  soybeans.  We'd  also  like  to  refer  to  export 
controls  and  Government  aid  in  financing  farmers  who  experience 
natural  disasters. 

Mr.  Chairman,  1974  was  the  first  year  for  cotton  farmers  to  operate 
under  the  target  price  concept.  Unfortunately,  circumstances  rendered 
the  program  obsolete  before  the  first  crop  could  be  planted.  Following 
a  profitable  year  in  1973,  when  it  appeared  farmers  had  finally  achieved 
economic  parity  with  other  segments  of  our  popuiatioii,  1974  cost  of 

{)roduction  inputs  skyrocketed.  Poor  weather  conditions  resulted  in 
ow  yields.  The  economy  tiimed  sour  and  the  textile  industry  ex- 
perienced recession  on  a  worldwide  basis.  This  resulted  in  prices 
railing  to  a  level  well  below  the  cost  of  production.  So,  the  shakedown 
cruise  for  our  new  cotton  program  was  rocky  for  Arkansas  cotton 
growers.  However,  we  can  still  find  much  merit  in  the  target  price 
approach. 

Farmers  are  delighted  with  the  freedom  allowed  under  the  target 
price  approach  to  plant  whatever  crop  seems  most  profitable  for 
their  operation.  They  like  obtaining  their  income  from  the  market- 
place. They  believe  it  to  be  in  their  best  interest  and  the  best  interest 
of  consumers  to  allow  crops  to  shift  to  areas  where  they  can  be  grown 
most  efficiently.  It  places  no  restrictions  on  plantings  and  thus  allows 
producers  to  respond  more  rapidly  to  consumers  needs. 

Major  problems  with  the  program  are  the  low  loan  level  and  low 
tai^et  pnce.  If  farmers  are  to  prosper  under  this  program  with  such 
low  support  levels,  supplies  must  remain  scarce  in  order  to  guarantee 
high  prices.  Short  supplies  or  the  fear  of  short  supplies  often  results 
in  ridiculously  high  prices.  Producers  seldom  enjoy  full  benefit  of 
sky-high  prices.  Witness  the  case  of  1973  when  cotton  rose  to  90  cents 
per  pound.  Most  Arkansas  farmers  received  an  average  price  of  less 
than  40  cents  per  pound  for  their  cotton.  Naturally,  the  high  prices 
paid  by  textile  mills  resulted  in  high  prices  to  consumers  for  finished 
goods.  Though  prices  for  raw  cotton  have  subsequently  dropped 
below  the  cost  of  production,  prices  for  textile  goods  have  not  declined 
in  a  like  manner  and  are  not  likely  to  do  so, 

Mr.  Chairman,  what  we,  farmers,  spinners,  and  consumers,  need  i* 
a  cotton  program  which  will  provide  stability.  Each  time  we  go  through 
one  of  these  high  price,  low  price  cycles  we  all  lose.  Farmers  lose 
because  the  low  siae  of  the  price  cycle  results  in  some  being  forced 
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into  bankruptcy  or  at  least  having  to  ^ve  up  fanning.  The  textile 
industry  loses  because  they  are  forced  to  switch  to  other  fibers  which 
is  costly  to  them.  It  also  results  in  lost  markets  for  farmers.  And 
consumers  lose  because  prices  seldom  drop  once  they  have  gone  up. 

Gentlemen,  we  believe  the  Agriculture  and  Consumer  Protection 
Act  of  1973  can  be  made  to  serve  both  fanners  and  consumers  with 
gome  fine  tuning.  Therefore,  we  offer  the  following  recommendations 
which  we  feel  will  increase  stability  and  improve  the  act. 

We  specifically  recoomiend: 

1.  A  target  price  for  cotton  that  reflects  inflation  and  the  sharp 
increases  in  production  costs  with  escalator  provisions  that  include 
increases  in  costs  incurred  in  1974.  The  level  proposed  in  S.  2005 
or  the  level  suggested  by  the  chairman  both  sound  reasonable  to 

2.  A  CCC  loan  program  for  upland  cotton  should  be  maintained 
at  alevel  which  will  reflect  90  percent  of  the  average  production  cost 
of  U.S.  cotton  for  the  preceding  year.  USDA  should  keep  production 
cost  figures  as  current  as  possible  and  at  least  on  an  annual  basis. 
A  loan  level  at  the  proposed  rate  would  tend  to  stabilize  production 
and  prices  and  would  be  especially  helpful  to  lai^e  growers  in  long- 
range  planning  and  in  obtaining  production  financing  from  year  to 
year.  We  oppose  a  loan  level  high  enough  to  make  it  profitable  to 
produce  for  the  loan.  This  would  cause  overproduction  and  thwart 
the  intent  of  the  law, 

3.  Language  which  would  make  it  perfectly  clear  to  USDA  per- 
sonnel that  CCC  has  authority  to  extend  cotton  loans  beyond  the 
10-month  period  specified  in  present  law.  CCC  regulations  ^ould  be 
revised  so  as  to  provide  producers  an  opportunity  to  maintain  cotton 
in  the  loan  for  an  additional  8  months. 

4.  That  the  final  loan  rate  be  announced  prior  to  November  1 
of  the  year  preceding  the  marketing  year  for  which  the  loan  is  effective. 
Farmers  cannot  intelligently  make  planting  decisions  if  they  don't 
know  what  the  loan  rate  will  be  until  the  crop  is  almost  ready  for 
harvest.  And  lendin*  agencies  cannot  make  prudent  decisions  about 
crop  financing  if  the  loan  level  is  not  to  be  final  until  August  1. 

5.  Interest  rat«s  on  CCC  loans  should  be  set  at  levels  low  enough 
to  oncourage  fanners  to  use  the  loan  for  orderly  marketing, 

6.  Modification  of  the  Farmers  Home  Administration  programs  to 
make  them  respon^ve  to  the  needs  of  farmers  of  all  sizes  who  suffer 
crop  disasters.  Many  Arkansas  farmers  are  having  great  difficulty 
obtaining  crop  financing  for  1975.  Our  normal  lending  agencies  tell  us 
that  FHA  is  of  very  httle  help  in  the  present  situation. 

Mr.  Chairman,  we  are  not  at  all  interested  in  a  target  price  for  soy- 
beans and  are  definitely  opposed  to  the  acreage  controls  and  other 
restrictions  which  must  accompany  tai^et  pnce.  However,  we  do 
strongly  recommend  the  reinstatement  of  a  loan  program  for  soybeans 
related  to  a  percentage  of  the  cost  of  production  and  feel  that  a  soy- 
bean loan  program  should  be  an  annual  rec|uirement.  This  would 
greatly  enhance  orderly  marketing  and  aid  in  production  financing. 
It  would  result  in  more  stable  prices  and  would  benefit  both  grower 
and  consumer.  Our  lending  agencies  tell  us  they  would  be  much  more 
willing  to  finance  soybean  production  if  there  were  a  floor  under  the 
price. 
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Embargoes  and  controls  on  the  export  of  farm  commodities  are 
disastrous  to  American  agriculture  ana  we  are  adamantly  opposed  to 
such  actions.  It  is  bitterly  disappointing  to  farmers  to  be  encouraged 
by  their  Government  to  produce  to  the  maximum  and  then  be  denied 
a  portion  of  the  market  Government  by  decree.  In  the  long  run,  it  is 
hurtful  to  consumers  because  resultant  low  prices  either  force  farmers 
out  of  business  or  to  curtail  production. 

In  addition,  a  group  of  European  oilseed  crushers  who  were  in 
Memphis  last  week  told  of  the  unsettling  effect  the  soybean  embargo 
of  1973  and  the  cancellation  of  the  1974  grain  sale  to  Russia  had  on 
world  trade.  Not  only  did  it  shake  their  confidence  in  America  as  a 
reliable  supplier  of  agricultural  products  but  it  established  a  precedent 
for  smaller  nations  to  cancel  contracts  and  point  to  the  action  taken 
by  the  United  States  by  way  of  justification. 

Mr.  Chairman,  the  one  hnk  needed  to  allow  Southern  agriculture 
to  achieve  maximum  efficiency  is  a  tareet-price-tvpe  program  for  rice. 
For  e.tample,  there  are  thousands  ana  thousands  of  acres  of  land  in 
the  traditional  cotton  areas  of  Arkansas  ideally  suited  to  the  produc- 
tion of  rice.  In  most  instances  the  farmers  tilling  this  soil  already  have 
much  of  the  heavy  equipment  needed  to  produce  rice  and  in  almost 
all  cases  an  abundant  supply  of  undei^ound  water  is  available  at 
relatively  low  cost  compared  to  the  old  producing  areas.  Many  non- 
rice  allotment  holding  Arkansas  farmers  are  just  waiting  for  a  program 
which  would  not  prevent  them  from  planting  rice  once  they've  made 
the  necessary  investment  to  get  into  the  business. 

Agronomically  speaking,  rice  and  soybeans  and  rice  and  cotton 
complement  each  other.  And  much  Arkansas  land  on  which  there  is 
presently  no  rice  allotment  is  better  adapted  to  rice  than  to  any 
other  crop.  Therefore,  we  recommend  speedy  enactment  of  rice  legisla- 
tion whicn  would  encompass  the  following  points: 

1,  Amend  present  rice  legislation  to  embrace  the  target  price 
programs  presently  in  effect  for  cotton,  feed  grains,  and  wheat. 

2.  The  minimum  national  rice  allotment  should  be  not  less  than 
2,100,000  acres,  distributed  by  the  same  formula  as  the  1975  allot- 
ment. Target  price  should  be  available  to  all  allotment  holders  on 
their  allotted  acreage. 

.3.  Allotment  holders  should  be  required  to  plant  their  acreage  or 
release  it  in  order  to  maintain  history. 

4.  The  annual  target  price  should  be  set  at  not  less  than  65  percent 
of  parity, 

5.  The  loan  level  for  rice  should  be  set  at  not  less  than  65  percent 
of  tai^et  for  the  year  in  which  the  loan  is  set.  The  loan  level  should  be 
irrevocably  estaHished  each  year  before  the  crop  is  planted. 

6.  Sale  and  lease  of  rice  allotments  should  be  permitted  throughout 
the  United  States  without  regard  to  political  boundary.  A  history  of 
rice  production  should  not  be  a  prerequisite  for  purchase  or  lease  of 
rice  allotments. 

7.  History  should  not  be  accrued  for  the  production  of  rice  above 
the  farm  allotment. 

8.  Production  payments,  when  necessarv",  shoidd  be  computed  by 
multipMng  the  allotment  acres  times  the  farm  payment  vield  times 
the  payment  rate.  We  recommend  the  payment  yield  be  based  on  a 
3-year  moving  average.  During  the  first  year  of  the  program,  payments 
should  be  based  on  actual  \ields. 
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Second  year  payments  should  be  computed  by  averasin"  actual 
jieids  for  the  first  and  second  years  of  the  program  ana  third-year 
paj'ment  yield  should  be  calculated  by  averaging  the  actual  \'ields  for 
the  first  3  years  of  the  program. 

Gentlemen,  we  believe  the  time  hf«  come  to  put  all  major  crops  on 
equal  footing  and  give  farmers  the  opportunity  to  plant  whatever 
crop  or  combination  of  crops  might  be  best  suited  to  their  situation. 
It  would  iead  to  added  efficiency  and  profits  for  rice  producers.  And 
it  would  lead  to  more  stable  supplies  and  prices  of  a  basic  food  item 
for  low-income  American  families.  We,  therefore,  ask  your  favorable 
consideration  for  a  rice  program  containing  the  points  listed  above. 

The  Chairman.  Mr.  Baxter,  that  was  a  fine  statement. 

I  noticed  you  recommended  a  new  program  for  rice? 

Mr.  Baxter.  Yes,  sir. 

The  Chairmax,  Are  all  the  rice  producers  in  accord  on  that  recom- 
mendation? 

Mr,  Baxter.  No,  sir,  I  would  not  say  all  are  in  accord. 

The  Chairman.  How  is  it  split? 

Mr.  Baxter.  My  understanding  is  that  the  western  people,  the 
people  in  Texas,  C^ifornia^ — — 

Mr.  Williams.  Louisiana. 

Mr,  Baxter.  Do  not  favor  this. 

The  Chairman.  But  Arkansas  favors  your  recommendation? 

Mr.  Baxter.  I  would  think  the  majority  of  the  people  in  Arkansas 
do,  ves. 

The  Chairman.  What  about  Alabama? 

Mr.  Baxter.  No,  sir. 

The  Chairman.  Texas? 

Mr.  Baxter.  No,  sir. 

The  Chairman.  California? 

Mr.  Baxter.  No,  air. 

The  Chairman.  Any  questions?  Senator  Bellmon. 

Senator  Bellmon.  I  noticed  that  you  are  recommending,  Mr. 
Baxter,  that  the  USDA  keep  production  cost  figures  upon  which  we 
could  base  our  target  price.  Do  you  think  the  USDA  knows  how  to 
figure  cost  of  production? 

Mr.  Baxter.  Sometimes  you  begin  to  wonder,  sir. 

Senator  Bellmon.  Well,  I  am  serious.  Maybe  we  need  to  look  to 
the  State  agricultural  extension  stations,  or  maybe  some  grower 
^roup  or  somebody  to  do  it.  The  USDA  has  a  slignt  vested  interest 
m  tms  business,  you  know. 

Mr.  Baxter.  I  agree  with  you.  At  the  time  we  adopted  these,  the 
USDA  was  talking  about  44  cents.  I  think  now  it  has  gone  up,  if  I 
am  not  mistaken,  and  they  have  upgraded  it 

STATEH£HT  OF  CECIL  WZtLIAUS,  EXECITTIVE  VICE  FRESXOEXIT, 
AOBICTTLTV&AL  COUITCIL  OF  ASXAH&AS,  WEST  HEHPHIS,  AXK. 

Mr,  Williams.  About  52  cents  is  what  they  are  estimating  in  1974 
at  the  present  time. 

Senator,  there  are  some  private  groups  who  offer  computerized 
accounting  systems,  and  I  would  think  in  the  years  to  come  it  would 
be  Boj^istacated  enough  so  ss  to  be  an  excellent  methpd  of  obtaining 
some  fairly  accurate  figures,   but  rii^t  now  you  don't  even  know 
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what  goes  into  these  cost  figures,  and  what  USDA  puts  into  them  or 
what  your  land  grant  colleges  or  anybody  else  does. 

Senator  Bsli.mo!4.  But  there  shouldn't  be  such  a  difficulty.  These 
shouldn't  be  hard  to  establish.  There  are  lots  of  fanners  I  think  who 
would  gladly  open  up  their  accounts  and  let  anybody  know  what  the 
costs  really  are. 

Mr.  Baxter.  I  agree. 

Senator  Bbllmon.  I  am  just  curious  if  USDA  is  the  right  one  to 
do  that.  Also,  your  third  point  is  that  you  would  like  to  see  us  have 
language  that  makes  clear  that  the  CCC  has  autliority  to  extend 
cotton  loans.  We  sometimes  have  problems  getting  USDA  to  use  those 
kinds  of  authorities.  Do  you  suppose  we  snouldn't  require  the  loans 
be  loDger  than  10  months?  What  do  you  say  to  that? 

Mr.  Williams.  Senator  Bellmon,  just  recently  an  official  of  the 
USDA  told  me  it  was  their  opinion  that  under  the  act — and  I  foi^et, 
but  I  guess  it  was  in  1970  when  we  put  the  so-called  anniversary 
loan  into  the  act — that  this  prohibits  or  precludes  extending  the 
cotton  loan  beyond  the  10-month  period. 

Senator  Bbllmon.  And  would  you  be  satisfied  if  the  USDA  had 
the  option  or  would  you  think  that  we  should  set  it  longer  than  10 
months? 

Mr.  Williams.  Well,  I  think  it  would  be  better  if  they  had  some 
direction  to  set  it  at  a  longer  period,  but 

Senator  Bbllmon.  How  long  a  period? 

Mr.  Williams.  Well,  we  are  thinking  about  18  months. 

Senator  Bellmox.  Eighteen  months?  Also,  you  make  mention  that 
you  would  like  to  see  us  have  a  loan  on  soybeans  with  orderly 
marketing,  but  you  don't  give  us  suggestions  as  to  how  that  loan 
should  be  done? 

Mr.  Baxter.  The  soybean  people  in  Arkansas,  our  group,  feel  like 
it  should  be  at  a  level  where  j^ou  can't  grow  beans  and  make  a  profit, 
but  it  will  keep  you  from  having  a  complete  disaster. 

Senator  Bellmon.  Would  you  put  s  dollar  value  on  it? 

Mr.  Williams.  Senator,  I  have  asked  some  people — well  I  asked 
them  last  week  about  that,  and  about  the  lowest  figure  I  heard  was 
$3.50  a  bushel  and  about  the  highest  I  heard  was  $4  and  some  cents. 
So  I  would  say  $3.50  to  $4. 

The  Chairman.  Any  further  questions?  If  not,  thank  you  very 
much  for  your  contribution,  Mr.  Baxter  and  Mr.  Williams. 

The  committee  is  very  honored  to  have  the  distinguished  chairman 
of  the  Labor  and  Education  Committee  of  the  House,  Mr.  Perkins. 
The  Chair  now  recognizes  the  distinguished  Senator  from  Kentuckv-. 

Senator  Huddleston.  Thank  you.  We  shall  now  move  into  dis- 
cussion of  tobacco •  ^■ 

The  Chairma-n.  There  is  one  further  jvitness  to  be  heard  on  this 
morning's  business,  but  he  doesn't  waSii^'to  keep  the  chturman  tied 
up  and '  r'\.  '  "  ■  i""    r  ■ 

Senator  Hurdlestox.  We  still  have  another  witness  on  the  cotton 
program?  Well,  we  will  proceed  with  Congressman  Perkins,  who  I 
thijut  eVerj-^body  recognizes  as  one  of  the  hardest  working  Members  of 
Congress.  He  is  also  constantly  working  in  the  best  interests  of  his 
constituents  and  has  beeh  verytouch  involved  in  the  question  of  the 
totmccO  program  for  some  time.  He  has  some. weH  thought  out  pP€>- 
piftflls  relating  to  the  support  pFogfam.      ■ 

The  Chairman.  You  may  proceed.  Congressman  Perkins. 
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STATEMENT  OF  HON.  CABL  S.  PEBEINS,  SEFRESENTATIVE  IN 
CONGBESS  FSOH  THE  SEVENTH  CONGBESSIONAL  DISTRICT  OF 
KENTTTCEY 

Mr.  Perkins.  Thank  you  very  much,  Senator  Talraadge  and 
Senator  Huddleston.  First  let  me  state  that  I  appear  here  after  we 
have  received  an  increase  in  the  guota  allotments  of  10  percent  with 
ihc  hope — and  the  fanners  are  living  with  the  hope — that  the  support 
price  on  burley  and  flue-cured  and  all  other  types  of  tobacco  will  be 
increased  to  90  percent  of  parity. 

Xow  I  am  not  one  of  these  individuals  that  believe  in  scarecrows. 
We  can  increase  the  support  price  to  90  percent  parity  without  doing 
one  bit  of  harm,  one  particle  of  harm,  to  our  exporters  or  to  our  tobacco 
industry,  or  costing  the  Government  any  money,  I  feel. 

We  had  90  percent  of  parity  from  1949  to  1960  and  at  that  time  we 
had  stocks  on  loan  almost  amounting  to  2  billion  pounds,  so  it  was 
thought  that  it  would  give  the  program  a  little  more  stability  if  we 
averaged  parity  over  the  previous  3  years'  costs  in  growing  the  to- 
bacco. Well,  at  that  time  we  did  not  have  our  house  in  order — we  did 
not  have  average  poundage  quotas — but  today  we  have  our  house  in 
order.  First,  your  flue-cured  people  got  their  house  in  order  and  we 
later  got  ours  in  order  in  burley. 

And  with  this  poundage  quota  system  you  are  never  going  to  have 
anv  cost  to  the  Government  in  the  future,  you  see. 

S'ow  I  am  talking  about  90  percent  oif  parity.  Some  people  may 
think  that  is  too  high,  but  I  have  before  me  figures  on  fertifizer,  for 
instance:  The  retail  price  of  10-10-15,  which  was  delivered  Saturday, 
was  $153.50  a  ton.  The  price  on  5-10-15  was  $124.50.  The  price  on 
33S  percent  ammonia  nitrate  was  $230  a  ton.  I  am  talking  about 
wholesale  prices  here.  Ammonium  nitrate  in  December  a  year  ago  was 
S90  a  ton  and  is  up  from  $90  to  $230  a  ton. 

The  cost  of  growing  tobacco  has  increased  more  than  200  percent 
and  tobacco  in  Kentucky  is  the  top  money-makii^  crop.  It  accounte 
tor  39^i(,  percent  of  the  total  value  of  crop  production.  Tobacco  was 
valued  at  $485  million  in  1974  and  the  com  crop  was  second  at  $333 
million  and  soybeans  was  third  at  $226  million ;  then  hay,  wheat,  grain 
sorghum  amounted  to  $179  million. 

So  I  am  saying  that  the  poundage  quota  increase  is  not  nearly  as 
important  to  the  growers  as  an  increase  in  the  support  price. 

The  price  support  for  burley  tobacco  for  the  past  year  has  been  85,8  ' 
cents  a  pound.  If,  as  the  Department  of  Agriculture  has  stated,  the 
1975  support  price  rises  12  percent  the  figure  will  rise  to  somethii^ 
like  96  cents. 

Now  those  of  you  who  knOw  anything  about  the  crop  at  all,  know 
that  83.8  cents  was  not  enough  for  1974,  and  that  96  cents' will  not  be 
enough  for  1975. 

Tobacco  is  a  labor-intensive  crop.  It  is  an  expensive  crop  to  gnSw; 
The  rampant  increase  of  production  costs  ix\  1974  remdved.  virtual^ 
all  chance  of  making  a  profit  from  the  cultur*  of  tobacco  in  my  area, 
and  I  am  surein  other  areas  too. 

Some  growers,  I  am  Sure,  lost  money  on  their  1974  crop/eyeti  when 
prices  on  the  sales  floor  set  record  highs.  '  •  .         ■    •. 

Last  December,  this  subcommittee  heard  testimony  from  Dr.  Milton 
Shuffett  of  the  University  of  Kentucky  College  of  Agriculture  that 
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the  average  cost  of  prodiicing  burlcy  in  Kentucky  had  reached  93.6 
cents  a  pound. 

I  understand  that  during  the  past  2  or  3  weeks,  the  average  sales 
price  on  Kentucky  floors  has  dropped  well  below  that  figure. 

Wliat  this  means  is  that  farmers  are  simply  going  lo  quit  growing 
the  crop.  Farming  is  a  business,  just  like  the  insurance  business,  or  the 
retail  business,  or  tlie  shoe  business.  While  farmers  are  among  the 
most  charitable  people  in  the  world,  they  can't  run  their  farms  as 
charitable  institutions.  They  have  to  make  a  profit,  just  like  every- 
body else  in  our  capitalistic  system.  They  have  obugatious  at  the 
bank  or  the  production  credit  agencies,  just  like  ever\one  else. 

Under  present  economic  conditions,  we  may  as  well  face  it,  tobacco 
is  a  losing  crop  for  thousands  of  American  farmers. 

What  I  am  trying  to  tell  the  subcommittee  is  that  if  we  don't  jack 
up  the  support  price  to  at  least  90  percent  of  parity,  our  tobacco  pro- 
gram is  gomg  to  collapse. 

When  our  farmers  quite  growing  the  ciop,  there  is  going  to  be  serious 
economic  dislocation — not  just  in  the  Seventh  Kentucky  District, 
but  throughout  the  tobacco-growing  areas  of  this  countrj.  It  seems 
we  have  enough  economic  problems  right  now,  and  we  cannot  afford 
the  luxury  of  cultivating  another  one.  And  when  we  have  a  chance  to 
correct  one  bad  economic  situation  without  making  another  one  worse, 
it  seems  to  me  we  ought  to  do  it,  and  do  it  promptly. 

I  urge  the  subcommittee  to  take  prompt  action  to  report  out  a  bill 
establishing  the  support  price  for  tobacco  at  90  percent  of  parity. 

Mr,  Chairman,  the  subcommittee  knows  the  historj-  of  the  support- 
price  program.  From  1949  to  1960,  we  operated  under  the  90  percent 
of  parity  system.  But  in  the  1950s,  there  began  to  be  agitation  for 
change.  The  Department  of  Agriculture  and  some  segments  of  the 
industry  were  dissatisfied  with  the  90  percent  of  parity  system.  So  we 
a^eed  m  1960  to  switch  to  the  present  system — one  which  bases  the 
support  price  on  the  most  recent  3  years*  marketing  experience. 

The  3-year-averf^e  price-support  system  worked  prett\'  well  as 
long  as  inflationary  growth  was  kept  within  reasonable  hmits. 

But  you  will  recSl  that  in  1973,  the  price  structure  began  to  fall 
apart.  By  1974,  all  restraints  had  fallen  away.  Production  costs  soared 
80  high  we  almost  needed  a  spy  glass  to  keep  track  of  them. 

A  support  price  based  upon  the  average  of  1971,  1972,  and  1973 
costs  is  just  patently  unfair  to  the  growers  whose  costs  are  being 
incurred  in  1974. 

A  1975  support  price  based  upon  the  average  costs  of  1972, 1973,  and 
1974  is  going  to  be  equally  out  of  joint. 

Clearly,  the  way  out  of  this  situation  is  to  junk  this  3-year- average 
system,  and  reestablish  the  concept  of  parity. 

Setting  the  support  price  for  burley  at  90  percent  of  parity  for  1975, 
will,  of  course,  raise  it  from  the  present  85.8  cents  to  something  about 
$1 .30.  This,  I  maintain,  is  not  an  unreasonable  figure,  in  view  of  today's 
production  costs. 

This  isn't  going  to  call  tor  any  vast  Federal  outlay.  This  isn't 
going  to  gouge  the  taxpayers  to  support  a  single  crop.  There  isn't 
any  burley  in  the  loan  pool  now,  you  know,  and  there  isn't  likely  to 
be  any  in  the  next  year.  There  is  a  demand  for  tobacco  in  the  d 
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and  world  market,  and  it  can  well  sustain  a  fair  market  price  for  the 
producers. 

The  only  thing  the  22,000  growers  in  the  Seventh  Kentucky  District 
are  asking  is  fairness.  The  only  thing  I  am  asking  is  fainioss. 

I  am  sure  that  after  due  deliberation,  fairness  will  be  the  test  applied 
by  this  subcommittee. 

Let  me  say  one  thing  in  reference  to  this  so-called  scarecrow  set  up 
bv  some  of  these  exporting  nations.  The  Common  Market  countries 
aU  over  Central  and  Northern  Europe  have  already  raised  their  sup- 
port price  levels,  and  we  are  way  behind  at  90  percent  of  parity — and 
I  know  some  of  you  may  feel  that  is  too  low  or  too  high,  but  by  all 
means  if  we  expect  this  crop  to  be  grown  in  the  future,  wc  have  got 
to  take  action. 

The  growers  are  growing  tobacco  in  Kentucky  with  the  hope  that  the 
Congress  is  going  to  take  action  this  year.  And  any  bill  that  comes  out 
of  tins  committee  should  not  come  out  of  this  committee  with  the  parity 
price  guarantee  of  less  than  at  least  75  percent  and  I  strongly  feel 
It  should  be  90  percent  myself.  I  feel  that  it  would  do  the  program  no 
harm  and  would  just  be  giving  the  farmer  a  fair  price  for  his  product, 
but  I  know  there  are  others  that  do  not  agree  with  me. 

But  under  any  set  of  circumstances  there  is  just  no  argument  that 
could  be  made  for  a  parity  beiow  75  percent.  And  if  we  fan  to  do  that, 
we  are  going  to  find  out  within  just  a  short  period  of  time  that  the 
growers  will  lose  hope  in  the  Congress  doing  something  about  the 
situation  and  the  crops  are  not  going  to  be  grown  unless  you  are  going 
to  have  it  grown  by  a  few  large  growers. 

And  then  there  is  this  argument  that  high  support  prices  are  going 
to  destroy  the  program.  Well,  they  will  be  the  ones  that  will  be  de- 
st^o^*^ng  the  program.  It  is  the  little  fellows  you  know  that  can't 
matie  ends  meet,  and  it  is  the  little  people  that  can't  put  a  roof  on  a 
tobacco  bam  or  pay  500  percent  more  for  canvas  today  and  tobacco 
seed.  This  situation  should  be  corrected  without  causmg  the  U.S. 
Government  one  dime.  It  may  cost  some  of  our  exporter  friends  a  few 
pennies,  but  that  won't  hurt  them  and  we  ought  to  do  this. 

The  Chairman.  Well  thank  you,  Mr  Chairman,  for  an  e.vcellent 
statement. 

[The  material  supplied  by  Representative  Perkins  follows;) 

Tobacco,  Corn  R.ink  One-Two  as  State  Crops 

Tobacco  again  ranked  the  top  money-making  crop  for  Kentucky  last  year, 
as  it  accounted  for  39.6  per  cent  of  the  total  value  of  crop  production,  according 
to  the  Kentucky  Crop  and  Livestock  Reporting  Service. 

Tobacco  was  valued  at  $485,428,000,  followed  by  the  1974  corn  crop  at  S333,- 
200,000,  at  27.2  per  cent  of  the  total. 

Soybeans  came  in  third,  amounting  to  18.5  per  cent.  Farmers  sold  S226,l)88,000 
wortb  of  soybeans. 

Hay,  small  grains,  sorghum  and  other  minor  crops  accounted  for  the  remaining 
14.7  per  cent,  or  $179,332,000. 

The  value  of  the  production  of  the  20  principal  crops  produced  in  Kentucky 
last  year  increased  49  per  cent  over  1973  and  is  eipect«a  to  total  a  record  SI. 2  bil- 
lion^ tie  report  said.  The  value  of  the  1973  crop  production  was  $825,672,000. 

TTie  20  commodities  and  their  ranking  are:  tobacco,  com,  soybeans,  hay,  wheat, 
grain  sorghum,  barley,  popcorn,  commercial  apples,  tomatoes,  tall  fescue  seed, 
%'egetables  for  processing,  peaches,  lespedeia  seed,  oats,  strawberries,  cotton 
Lnt,  red  clover  seed,  rye  and  orchard-grass  seed. 
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1.  Terms. — Cash  at  time  of  sale  unless  prior  credit  arrangemeDts  have  been 
made.  All  other  net  30  days.  A  service  charge  of  11-;%  per  montli  on  the  unpaid 
balance  will  be  made  for  each  month  until  paid.  Invoices  are  rendered  at  prices 
in  effect  on  dat«  of  shipment  and  prices  are  subject  to  change  without  notice, 

2.  State  Inspection  Fee. — The  state  inspection  fee  wiU  be  shown  as  a  separate 
line  item  on  each  invoice  and  is  not  included  in  the  prices  listed  herein. 


The  Chairman.  The  final  witness  from  this  morning's  list  is  Mr. 
W.  D.  Lawson  III,  chairman,  National  Affairs  Committee,  American 
Cotton  Shippers  Association,  Gastonia,  N.C.,  accompanied  by  Neal  P. 
Gillen,  vice  president  and  general  counsel. 

STATEMENT  OP  W.  D.  LAWSON  HI,  CHAIRMAN,  NATIONAL  AFFAIKS 
COMMITTEE,  AMERICAN  COTTON  SHIPPERS  ASSOCIATION,  GAS- 
TONIA, N.C. 

Mr.  Lawson.  Thank  you  Mr.  Chairman  and  distinguished  members 
of  the  committee.  Our  approach  to  the  testimony  is  somewhat  different 
than  the  witnesses  this  morning.  It  will  be  of  interest  to  the  committee, 
since  we  approach  this  from  a  marketing  standpoint. 

Mr.  Chairman,  I  am  W.  D.  Lawson  III,  a  cotton  merchant  from 
Gastonia,  N.C.  I  appear  today  in  my  capacity  as  chairman  of  the 
Committee  on  National  Affairs  of  the  American  Cotton  Shippers 
Association.  Accompanjing  me  is  our  vice  president  and  general 
counsel,  Neal  P.  Gillen  of  Washington,  D.C. 

The  American  Cotton  Shippers  Association  was  founded  in  J924  and 
is  basically  comprised  of  merchants,  shippers,  and  exporters  of  raw 
cotton  who  are  members  of  5  federated  associations,  located  in  16 
States  throughout  the  cotton  belt:  Arkansas-Missouri  Cotton  Trade 
Association;  Atlantic  Cotton  Association;  Southern  Cotton  Associa- 
tion; Texas  Cotton  Association;  and  Western  Cotton  Shippers  As- 
sociation. 

The  492  active  member  firms  of  the  ACSA  handle  over  70  percent  of 
the  domestic  cotton  crop  and  80  percent  of  the  export  market.  The 
association  takes  an  active  part  in  promoting  the  increased  use  of  cot- 
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ton  in  the  United  States  and  throughout  the  world;  establishes  with 
other  trade  groups  national  and  international  standards  for  trade; 
collaborates  with  producers  throughout  the  cotton  belt  in  formulating 
farm  proems;  and  cooperates  with  Government  f^encies  in  the  ad- 
ministration of  surh  programs. 

Cotton  merchants  have  a  dual  function  of  buying  and  selling  cotton, 
including  the  assumption  of  the  time,  quality,  and  price  risks.  The 
merchants  purchase  and  assemble  millions— approximately  12  million 
in  1974 — of  individual  bales  of  cotton  offered  for  sale  by  approximately 
SOO.OOO  farmers  producing  cotton  in  16  States  across  the  cotton  belt. 
Over  18  varieties  of  U.S  cotton  are  produced  in  several  hundred  com- 
binations of  quality  and  staple  lengths — due  to  the  various  types  of 
seed,  soil,  weather  conditions,  and  harvesting  practices.  The  merchant 
classes  each  bale  according  to  the  quality  factors  and  assembles  the 
cotton  of  the  same  grade,  staple  length,  color,  and  character  into  even- 
running  lots  in  warehouses  at  various  locations  in  the  different  States. 
Cotton  is  sold  to  textile  mills  in  spinners'  markets  in  even-running  lots 
at  various  times  and  delivery  is  made  to  locations  designated  by  the 
various  textile  mills.  The  merchant  also  performs  the  function  of 
storing  and  concentrating  cotton  and  the  financing  of  surplus  spot 
cotton  including  the  excess  ginnings  over  consumption  during  the 
major  harvest  months. 

THE  COTTON  SITUATION 

The  present  level  of  prices  is  of  great  concern  to  cotton  farmers  and 
other  segments  of  the  cotton  industry.  In  the  current  1974-75  season 
we  are  experiencing  reduced  domestic  and  foreign  demand  for  cotton 
due  mainly  to  recessionary  economic  conditions.  Despite  poor  yields 
in  most  parts  of  the  cotton  belt  due  to  adverse  weather,  we  have  on 
hand  supphes  which  will  increase  our  carryover  stocks  on  August  1, 
1975,  by  a  minimum  of  40  percent.  This  is  rather  astounding  in  1  year 
to  have  a  carryover  figure  of  that  amount. 

The  January  1975  projections  made  available  by  the  USDA  appear 
optimistic  on  the  demand  side. 

U.S.  COTTOK  SUPPLY  AND  DISTRIBUTION! 
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We  estimate  that  in  the  current  season  domestic  offtake  will  be  no 
larger  than  6  million  bales  and  exports  will  be  approximately  -i  to  3.5 
million  bales.  Projected  offtake  of  9.5  million  bales  along  with  produc- 
tion of  10.5  million  bales  and  a  carryover  of  6  million  bales  will  make 
available  more  than  an  adequate  supply  for  domestic  and  export 
demand.  Because  of  this  supply  situation  it  is  important  that  Congress 
carefully  consider  the  various  recommendations  and  legislative 
alternatives. 

TARGET   PRICE 

With  regard  to  target  price,  production  costs  have  increased 
dramatically  suggesting  some  flexibility  in  the  target  price.  Fuel, 
chemicals,  equipment,  seed,  and  labor  costs  have  soared  to  record 
levels,  while  yields  have  decreased  due  to  poor  weather  further  in- 
creasing the  cost  of  production.  These  record  costs  justify  the  need  for 
rehef  through  an  increase  in  the  level  of  the  target  price. 

Mr.  Chairman,  I  think  care  should  be  exercised  so  we  don't  create 
false  incentives  which  could  in  turn  cause  excess  production  which 
would  lower  the  price  of  cotton,  and  which  would  also  inhibit  the 
planting  of  food  crops. 

Mr.  Chairman,  Mr.  Brorsen  indicated  that  he  felt  that  it  was 
dangerous  to  tie  the  loan  to  the  target  price.  I  couldn't  agree  more. 

PRICE    SUPPORT    LOAN' 

Concerning  the  price  support  loan,  we  would  urge  the  committee 
to  proceed  with  great  caution.  The  loan  has  been  mcreased  over  .^5 
percent  from  26.26  cents  per  pound  for  the  past  crop  year,  1974-75, 
to  34.27  cents  per  pound  for  the  coming  crop  year,  1975-76.  The  loan 
we  have  indicated  here  is  middling  inch  loan,  the  loan  for  cotton 
generally  proposed  in  the  Southeast  and  the  Midsoutli  ^\■ould  be  about 
36.75  cents  per  pound  in  the  next  year. 

Considered  with  the  price  received  by  farmers  for  cottonseed  of 
approximately  4  to  6  cents  per  pound,  a  loan  plus  seed  total  of  ap- 
proximately 40  cents  a  pound,  for  most  of  the  cotton  produced  in  the 
United  States,  exceeds  current  market  prices.  In  fact,  the  current  loan 
level  of  34.27  cents  per  pound  for  middling  inch  cotton  adjusted  to  the 
averagegrades  is  in  excess  of  world  prices. 

Mr.  Chairman,  I  have  with  me  a  punlication  generally  accepted  by 
the  industry  as  the  authority  for  world  prices  and  the  name  of  this 
publication  is  the  "Outlook  Indices,"  published  in  Liverpool,  England. 
With  the  Chairman's  permission,  I  would  like  to  insert  in  the  record 
page  2,  which  is  dated  February  7,  1975,  quoting  the  CIF,  North 
Europe  quotations  for  principal  growth. 

The  Chairman.  Witliout  objection,  so  ordered. 

[The  material  referred  to  above  follows:] 
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Mr.  Lawbon.  This  publication  will  indicate  that  as  of  today  there 
are  at  least  nine,  as  I  counted  them  this  morning,  foreign  competitors 
who  are  presently  selling  cotton  in  the  world  market  at  prices  con- 
siderably below  our  market  prices  today. 

A  return  to  a  policy  of  utilizing  the  loan  as  the  market  for  cotton 
would  destroy  the  efforts  of  this  committee  and  the  entire  cotton 
industry  in  the  last  10  years  to  restore  U.S.  cotton  to  its  rightful  place 
in  world  markets  as  a  competitive  fiber.  We  have  regained  the  share 
of  the  export  market  we  forfeited  during  the  period  of  most  of  the 
1960'3  when  the  Commodity  Credit  Corporation  held  the  residual 
world  stocks  and  was  in  itself  the  marketplace  for  cotton — let  us  not 
repeat  the  mistakes  of  the  past. 

I  remember  the  late  1950's  when  the  Talmaclge  bill  was  being  con- 
sidered and  we  were  verv  much  in  favor  of  this  approach  realizing  that 
we  had  to  produce  for  tlie  marketplace. 

DANGERS  OF  OVERPRODUCTION  AND  BUILDUP  IS  STOCKS 

We  urge  caution  in  considering  changes  to  the  cotton  program  be- 
cause we  feel  that  the  cotton  industry  should  maintain  maximum 
flexibihty  in  order  that  we  may  be  suitably  equipped  to  take  quick 
advantage  of  cotton'.s  unique  spinning  qualities  when  textile  demand 
returns.  Most  projections  indicate  an  increase  in  textile  demand 
somewhere  in  the  second  or  third  quarter  of  1975.  A  return  to  a  system 
where  production  is  encouraged  threueh  a  high  loan  level  will  only 
discourse  U.S.  and  foreign  textile  ranis  from  making  advance  pur- 
chase commitments  and  result  in  a  buildup  in  CCC  stocks  at  great 
cost  to  the  taxpayer. 

We  cannot  disagree  with  the  contention  of  cotton  producers  that 
crop  financing  would  be  more  readily  available  if  the  price  support 
loan  was  raised  to  higher  levels.  An  increase  in  cotton  production  in 
the  current  market  atmosphere  with  cotton  consumption  at  a  40-year 
low,  and  with  supplies  at  more  than  adequate  levels  will  be  disastrous 
for  cotton  prices  in  the  foreseeable  future.  Such  an  increase  in  produc- 
tion stimulated  by  higher  loan  levels  will  only  add  to  a  further  deterio- 
ration of  the  present  cotton  outlook. 

BETUHN  OP  TWO-PHICED  COTTON  SYSTEM 

As  I  mentioned  above,  current  world  prices  are  now  at  levels  more 
competitive  than  U.S.  cotton.  An  increased  loan  level  will  only  add 
to  the  competitive  advantage  that  foreign  cotton  producers  now  enjoy 
over  U.S.  growers.  The  U.S.  loan  level  will  again  oecome  a  floor  price 
and  stimulate  increased  foreign  production.  We  will  have  in  effect,  a 
two-price  cotton  system,  wherein  foreign  textile  mills  can  buy  foreign 
growth  substantially  cheaper  than  U.S.  cotton,  spin  it  at  lower  produc- 
tion costs  and  then  export  it  into  the  United  States  taking  away 
additional  markets  for  U.S.  cotton  producers  and  textile  manufactures. 

RESEAL  PROPOSALS  AND  RESERVE  STOCKS 

We  would  also  urge  the  committee  that  they  reject  outright  the 
request  for  an  extension  of  the  reseal  privilege  for  cotton  combined 
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with  the  anniversary  loan  provision  of  the  current  loan.  The  reseal 
proposal  could  keep  cotton  from  its  intended  destination  for  up  to  2% 
vears,  artificially  increasing  the  price  of  cotton  through  added  storage, 
interest,  and  insurance  costs. 

Mr.  Chairman,  on  an  18-month  extension  this  would  escalate  the 
price  9  cents  a  pound.  It  is  our  fear,  of  course,  that  as  each  month 
goes  by,  more  cost  is  added  to  the  cotton,  thereby  keeping  it  away  from 
the  market  until  finally  it  is  taken  over  by  CCC. 

Cotton  should  move  into  trade  channels,  not  into  storage  facilities. 
Such  a  buildup  in  stocks  would  be  in  fact  a  reserve  of  cotton  which 
would  further  interfere  with  our  abihty  to  compete  in  domestic  and 
export  markets.  Any  surplus  over  and  above  domestic  and  export 
needs  will  only  tend  to  depress  prices  regardless  of  how  well  farmers 
and  the  USDA  administer  such  a  surplus. 

Even  if  we  lock  it  up  and  put  a  padlock  on  it,  Mr.  Chairman,  there 
is  always  that  fear  overhanging  the  market. 

UNIFORM  LOAN  PROGRAM 

We  would  also  urge  the  committee  to  consider  the  adoption  of  a 
uniform  loan  provision  with  storage  and  interest  deducted  at  the  time 
the  loan  for  cotton  is  made.  Cotton  is  the  only  commodity  wherein 
interest  and  storage  are  not  deducted  at  the  outset  of  the  loan  period. 

Mr.  Chairman,  this  morning  reference  was  made  in  testimony  I 
think  by  Mr.  McDonald  to  a  forward  contract  in  Alabama  and  a 
statement  was  mado  that  forward  contracts  were  made  at  high  prices 
and  then  when  the  market  dropped  and  the  farmer  looked  for  the  man 
with  whom  he  contracted,  he  was  unable  to  find  him.  Mr,  Chairman, 
our  association,  as  we  indicated,  has  over  500  members,  and  not  one 
single  member  has  defaulted  on  a  contract.  As  a  matter  of  fact,  the 
particular  firm  that  defaulted  on  the  contract  in  Alabama  was  not  a 
member  of  our  association.  The  minute  we  heard  about  this,  and  roahz- 
ing  that  his  action— even  though  we  weren't  responsible  for  him — that 
his  action  would  in  fact  reflect  on  the  entire  merchandising  industiy, 
we  immediately  called  together  a  group  to  advise  and  to  help  assist 
the  producers  to  gain  as  much  as  they  could  from  this  situation.  So  I 
would  like  to  point  out  that  even  though  we  contracted  at  high  prices 
that  we  paid  up  when  the  time  came. 

Now,  m  contrast  to  that  we  have  a  situation  overseas.  I  just  want 
to  take  a  minute  to  tell  you  about  this.  In  our  opinion  this  situation  has 
greatly  affected  the  price  of  cotton  and  will  greatly  reflect  the  future 
of  the  marketing  of  our  cotton. 

CURRENT    EXPORT    PROBLEMS 

I  would  like  to  discuss  the  problem  which  the  U.S.  cotton  industry 
is  experiencing  in  the  current  export  season.  Foreign  buyers  in  14 
countries  have  refused  to  cpen  letters  of  credit  on  an  overwhelming 

Proportion  of  the  U.S.  cotton  they  purchased  for  delivery  prior  to 
ebruary  1st  of  1975. 

There  are  members  of  this  committee  who  have  expressed  concern 
over  this  situation  and  I  want  to  thank  them  for  that. 
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As  of  Februarj-  1,  1975,  letters  of  credit  on  887,000  bales  valued  at 
$277  million  are  outstanding  in  the  following  countries: 


ToUlMlet      L/Cpntdut 

15,M0 

K 

This  cotton  was  sold  at  prices  averaging  approximately  65  cents  per 
ponnd  and  was  offset  with  a  crop  contract  or  a  purchase  of  futures  on 
the  New  Ycrk  Cotton  Exchange.  The  failure  of  these  foreign  mills  to 
honor  their  contracts  will  not  only  result  in  extreme  financial  hardship 
for  ft  significant  number  of  U.S.  export  firms  and  cooperatives,  but 
more  importantly  it  will  destroy  the  entire  pattern  of  international 
trade  in  cotton  and  other  apicultural  cominodities. 

The  real  traeedy  in  this  storv  is  not  the  fosses  suffered  by  exporting 
firms,  but  the  losses  to  cotton  farmers  who  now  must  suffer  with  a  de- 
pressed market  due  to  a  lack  of  real  demand  for  their  product.  The 
ultiniiit«  irony  is  that  these  are  the  ven-  same  farmers  who  in  the 
197.'i-74  season  honored  their  low-priced  crop  contracts  in  a  rising 
market,  thus  enabling  U.S.  exporters  to  perform  according  to  their 
correspondingrly  low-priced  export  sales  contracts. 

We  wish  to  inform  tlie  committee  that  \vc  have  no  intentions  of 
renegotiating  these  contracts,  as  we  afford  these  contracts  the  same 
degree  of  sanctity  that  our  customers  reciuiretl  of  us  in  the  previous 
year. 

The  U.S.  Department;,  of  State  and  Agriculture  have  accorded  this 
problem  the  highest  priority  and  we  wish  to  go  on  record  complemcnt- 
mg  them  for  their  support  and  the  actions  they  have  taken.  We  urge 
President  Ford  to  give  this  matter  his  close  personal  attention  and  we 
would  appreciate  any  support  or  assistance  this  committee  can  pro- 
vide. 

Additional  CCC  credits  on  a  long-term  basis  are  vitallv  nccessarj'  in 
order  to  resolve  this  problem.  Efforts  are  currently  underway  by  the 
Governments  of  the  Pliiiippines  and  Taiwan  to  pu  t  into  effect  financing 
arrangements  which  will  make  available  to  tne  mills  the  necessary' 
credit  to  make  good  on  their  contracts.  The  other  countries  are  still 
problems,  and  we  urge  the  Congress  to  request  the  administration  to 
greatly  intensify  its  efforts  in  reaching  a  satisfactory  solution. 

Unless  this  matter  is  resolved  the  cotton  farmers'  ability  to  operate 
successfully  under  a  market -oriented  farm  program  will  continue  to  he 
limited.  Unless  the  markets  perform,  the  program  cannot  perform. 
This  situation  must  be  resolved  if  we  hope  to  see  a  lifting  ol  the  de- 
moralizing impact  on  prices. 

The  Chairman,  What  remedy  do  you  have? 

Mr,  Lawsox.  Mr.  Chairman,  the  remedy  we  have  frankly  is  govom- 
mcnt-to-govemnient  action. 
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The  Chairman.  You  mean  private  mdividual  in  foreign  countries 
make  the  contracts  have  reneged  on  their  contracts? 
Mr.  Lawson.  Yes,  sir. 

STATEMENT  OF  HEAL  P.  GIUEIT,  VICE  PBESIDEin:  AND  GENERAL 
COITNSEL,  AVEEICAK  COTTON  SHIPFEBS  ASSOCIATION 

Mr.  GiLLEN.  Senator,  private  remedies  in  foreign  countries  are  of 
little  help  at  this  particular  time.  For  example,  m  the  Philippines,  if  jou 
filed  a  civil  action  against  a  Philippine  mill,  it  would  take  approxi- 
mately 5  years  to  have  tlie  case  considered.  In  Thailand  we  just  went 
to  arbitration  on  two  cases  and  were  given  arbitration  awards.  It  will 
take  approximately  3  years  to  have  the  matter  adjudicated  so  that  we 
may  get  a  recovery  oq  the  judgments.  The  private  remedy  route  is  not 
a  very  practical  one.  • 

The  Chairman.  It  is  a  common  practice  to  make  a  contract  for  your 
delivery  without  any  protection,  without  any  letter  of  credit  from  the 
bulk  or  something? 

Mr.  Lawson.  \es,  sir,  this  is  done. 

The  Chairman.  Then  you  rely  purely  on  the  goodwill  and  integrity 
of  the  other  side. 

Mr.  Lawson.  And  for  one  hundred  j'ears  of  cotton  merchandising 
this  has  been  sufficient. 

The  Chairman,  This  is  the  first  time  they  have  defaulted  on  the 
contracts? 

Mr.  Lawson.  Yes,  sir. 

The  Chairman.  You  have  made  a  very  persuasive  case  here,  and  I 
certainly  don't  want  to  see  the  loan  become  the  marketplace  for 
American  cotton,  but  on  the  other  hand,  I  presume  we  sat  here  this 
morning  and  listened  to  witness  after  witness  of  the  cotton  producers' 
testimony  in  which  they  testified  that  the  cost  of  production  has 
escalated  to  anywhere  from  46  cents  a  pound  to  as  much  as  55  cents 
a  pound  and  that  was  on  last  year's  cotton.  We  know  the  escalation 
has  been  considerably  higher  than  that  since  then.  What  is  this 
committee  to  do?  Are  we  to  sit  idly  by  and  let  our  farmers  go  bankrupt 
and  get  out  of  the  cotton  business  and  maj'be  get  out  of  the  production 
of  other  farm  commodities,  or  what  is  your  recommendation  that  we 
do  in  the  situation? 

You  heard  what  they  testified.  They  wanted  a  target  price  that  is 
substantially  the  cost  of  production,  which  seems  reasonable  and 
realistic  to  me,  and  a  loan  level  considerably  below  that,  or  approxi- 
mately 80  percent  of  the  cost  of  production.  Now  what  is  your  remedy 
as  an  alternative? 

NIr.  Lawson.  Our  recommendation,  Mr.  Chairman,  would  be  to 
adopt  a  target  price  which  would  greatly  offset  the  increased  costs, 
and  we  have  so  testified. 

The  Chairman,  What  you  would  do,  as  I  understand  the  testimony 
then,  is  to  have  a  target  price  level  at  about  cost  of  production,  and 
then  a  loan  level  considerably  below  that,  at  about  the  world  price, 
is  that  your  recommendation? 

Mr.  Lawson.  Yea,  sir.  We  would,  in  fact,  want  a  loan  level  which 
would  not  be  a  market  for  the  cotton.  We  would  disagree  with  the 
previous  witnesses,  as  substantiated  by  the  evidence  we  presented 
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here  that  for  example  40  cents  a  pound  is  above  world  market  prices 
today.  We  are  simply  saying  it  would  be  extremely 

Tlie  Chairman,  Well,  what  is  the  present  world  price? 

Mr.  L.\wsoN,  Well,  for  example,  from  Nicaragua,  which  is  a  com- 
petitor of  ours,  you  could  probably  buy  this  today  in  the  world 
market  at  around — well,  I  think  our  publication  shows  that  around 
41  cents  per  pound.  The  same  publication  indicates  that  Memphis 
territory  cotton  would  market  at  around  53  cents  a  pound,  or  a  differ- 
ence of  12  cents  a  pound. 

The  Chairman.  Yon  are  talking  about  Memphis  cotton  selling  at 
51  cents,  and  yet  mv  Geor^a  farmers  can't  get  30  cents  for  theirs. 

Mr.  Lawson.  Well,  let  me  clarify  this.  This  is  delivered  to  the  cotton 
mill,  and  all  the  charges  would  go  into  that,  you  see. 

Incidentally,  I  would  add,  Mr.  Chairman,  that  most  farmers  did 
have  an  opportunity,  had  they  so  desired,  to  contract  a  year  ago, 
and  most  of  them  didn't  want  to  do  so. 

The  Chairman.  I  understand  that,  and  lots  of  farmers  talked  fo 
me  about  what  they  ought  to  do.  They  figured  the  cotton  fields 
running  at  about  62  cents  a  pound  or  thereabouts  and  I  urged  them 
to  sell,  but  look  at  their  point  of  view.  The  previous  year  they  sold 
at  -37  cents  and  then  cotton  went  up  to  75  or  80  cents  a  pound,  so  they 
were  apprehensive  about  getting  burned  2  years  consecutively,  and 
they  were  gunshy  abo\it  it. 

Mr.  Lawsox.  Certainly,  so  they  made  a  market  judgment. 

The  Chairman.  Well,  any  questions? 

Thank  you  very  much  for  your  statement. 

Mr.  Lawson.  Mr.  Chairman,  we  thank  you  for  providing  us  with 
an  opportunity  to  present  our  views. 

The  Chairman.  There  being  no  objection,  at  this  point  I  would 
like  to  insert  into  the  record  a  statement  from  Geoi^a's  distinguished 
commissioner  of  agriculture,  the  Honorable  Thomas  T.  Irvin. 

[The  statement  of  Mr.  Irvin  follows:] 


Gentlemen:  The  Flue-Cured  Tobacco  Program  created  by  Congress  through 
the  Agricultural  Adjustment  Act  of  1938,  &.■;  amended,  has  worked  well  for  the 
approximately  26,000  Georgia  tobacco  growers  through  the  years. 

The  program  itself  hns  been  changed  from  time  to  time  as  the  need  arose  for 
adjustment^)  to  keep  the  price  support  and  available  supply  in  line  with,  cost  of 
production  and  market  needs  for  both  domestic  and  export  tobacco. 

The  price  support  for  flue-cured  tobacco  has  through  the  years  reflected  the 
increases  in  the  cost  of  production  to  the  grower  and  has  been  at  a  level  del«rmiiied 
by  the  cost  escalator  clause  in  the  Act.  No  other  farm  commodity  has  had  the 
consistent  comfort  of  a  price  support  program  as  tobacco  growers  have  at  or 
near  the  level  of  production  cost  and  at  the  same  time  incurring  very  little,  if 
any,  cost  to  the  taxpayers, 

Georgia  tobacco  growers  have  through  the  last  thirty-five  or  more  years  been 
able  to  secure  more  readily  their  credit  needs  because  of  the  stabilizing  effect  on 
the  economy  of  tobacco  allotments  and  the  price  support  program  in  the  urea 
where  tobacco  is  grown. 

Tobacco  support  price  should  not  be  raised  to  the  point  where  it  vriil  i)c  detri- 
mental to  U.S.  flue-cured  tobacco  moving  in  world  trade  in  competition  with 
tobacco  produced  more  cheaply  in  other  world-producing  countries  or  to  a  point 
where  domestic  compnnies  would  be  encotiraged  to  import  more  foreign-grown 
leaf  to  meet  their  need.  Rather  it  should  be  kept  at  a  level  to  reflect  the  cost  of 
production  to-  protect  the  gri^wer  from  a  disastrous  loss. 

•  8m  p.  1317. 
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Tho  only  change  in  the  present  pragram  that  I  think  should  be  given  considera- 
tion would  be  to  give  the  grower  toe  rigbt  to  lease  and  transfer  tobacco  allotments 
iicro:^s  county  lines  within  a  state.  This  would  help  to  assemble  acreage  sufficient  to 
afford  mechanization  and  would  have  a  leveling  effect  on  lease  pricing  within  a 
stiile. 

It  is  my  considered  opinion  that  the  needs  of  tobacco  growers  and  other  seg- 
nients  of  The  tobacco  industry  in  the  entire  area  where  flue-cured  tobacco  is 
grown,  including  boih  domestic  and  export  interest,  are  being  adequately  met  by 
the  progriim  as  it  is  and  that  no  changes  be  made  other  than  that  dealing  with 
leas:  and  transfer  of  allotment  across  county  lines  within  a  state. 

The  Chairman.  I  would  also  like  to  insert  in  the  record  the  state- 
ment of  S.  Mason  Carbaucch,  Commissioner  of  Agriculture  and  Com- 
merce, Commonwealth  of  Virginia. 

[The  statement  of  Mr.  Caroaugh  follows :] 

Sta- 

Mr.  Chairman,  gentlemen  of  the  committee:  I  am  S.  Mason  Carbaugh,  Com- 
mi-wioner,  Virginitt  Department  of  Agriculture  and  Commerce,  Richmond, 
Virginia. 

\Vc  appreciate  this  opportunity  to  present  our  views  on  the  tobacco  program  tor 
your  consideration  as  you  develop  government  poUcy  for  agriculture  during  this 
session  of  the  Congress. 

Tobacco  is  Virginia's  most  important  cash  crop  and  in  1974  contributed  more 
than  $1jO  million  to  the  economy  of  our  state  and  we  are  pleased  to  note  that, 
nationally,  tobacco  contributed  about  $1  billion  to  a  favorable  national  balance  of 
trade.  Thus,  tobacco  is  not  only  very  important  to  our  local  economy  but  Is  abo 
very  important  to  our  national  economy  as  we  try  to  solve  the  problems  caused 
by  our  heavy  reliance  on  imported  energj-. 

We  consider  the  tobacco  program  the  most  successful  of  our  commodity  pro- 
grams in  the  Vnited  States.  Years  ago  the  Congress  was  extremely  wise  in  recog- 
nising the  special  characteristics  of  tobacco  and  providing  a  tobacco  program  under 
separate  legislation.  The  major  parts  of  the  tobacco  program  have  remained  under 
separate  legislative  authority  over  the  years.  This  is  a  tact  that  we  feel  has  con- 
tributed greatly  to  the  success  of  the  program.  We  sincerely  hope  you  will  con- 
linuo  this  policy. 

Another  important  factor  in  the  operation  of  the  tobacco  program  has  been  (he 
willingness  of  growers  to  face  up  to  the  problems  affecting  tobacco  as  they  arose 
and  the  willingness  of  the  Congress  and  the  Executive  branch  to  work  with  growers 
a.<  they  attempted  to  find  meaningful  solutions. 

Tliree  major  instances  have  occurred  in  recent  years  to  illustrate  the  success 
fibtainfd  by  this  ability  to  recognise  problems  and,  by  working  together,  to  find 
iH^lutionii. 

In  1958,  it  became  obvious  to  the  leadership  in  tobacco  that  the  legislated 
formula  used  to  compute  the  price  support  level  tor  tobacco  was  moving  up  more 
rapidly  than  could  be  justified  by  the  world  market  for  tobacco.  Growers  faced 
two  alternatives — either  reduce  production  sharply  to  hold  eupplies  at  levels  that 
could  be  sold  at  the  escalating  prices  or  adjust  the  formula  to  reduce  the  rate  of 
t^calation.  They  chose  the  latter  and  with  the  help  ot  the  Congress  developed  a 
new  formula  that  provided  price  support  levels  that  have  enabled  U.S.  growers 
to  retain  almost  100  per  cent  of  the  domestic  market  and  remain  in  a  good  com- 
petitive position  in  the  world  market. 

In  the  early  sixties  new  technology  was  giving  growers  the  ahihty  to  increase  the 

Broduction  per  acre  for  flue-cured  even  though  the  quality  factors  sought  on  U.S. 
ue-curcd  markets  were  deteriorating.  Thopricesupport  program  made  this  profit- 
able in  the  short  run  although  many  growers  realized  this  situation  was  short  lived 
as  vast  quantities  were  accumulating  in  loan  inventories.  An  acreage-poundage 
program  was  developed  by  the  Congress  and  growers  were  given  an  opportunity  in 
1965  to  change  to  this  program.  This  they  did.  As  a  result,  quality  improved,  the 
pur}*!"''  was  eliminated,  and  in  recent  years,  two  10  percent  increases  in  quota  nave 
been  insufficient  to  increase  production  to  a  level  equal  to  disappearance  developed 
bv  a  strong  demand  for  U.S.  flue-cured  tobacco. 

'More  recently  the  Congress  provided  our  burley  growers  an  opportunity  to 
change  thcirproduction  adjustment  system  to  poundagen^uota  resulting  in  an  even 
more  rapid  surplus  removal  and  improved  quality  than  was  the  case  in  flue-cured. 
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marketing  program  tor  flue-cured  tobacco  that  has  insured  each  grower  the  oppor- 
tunity to  sell  his  tobacco  at  the  warehouse  of  his  choice  and  growers  in  each  produc- 
tion area  the  opportunity  to  market  their  crops  in  tine  with  its  availability  for 
markets.  This  provided  a  much  more  orderly  and  equitable  marketing  system  for 


dl  growers,  warehousemen,  and  buyers. 
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These  changes  in  the  program  to  solve  specific  problems  have  resulted  in  n 
tobacco  industry  in  the  United  States  that  is  surplus -free  and  rapidly  increasing 
production  to  meet  a  growing  worldwide  demand  for  high  quality  tobacco.  The 
cost  to  the  government  tor  their  assistance  has  been  quite  small  when  measured  in 
relation  to  the  billions  of  dollars  in  excise  and  other  taxes  contributed  by  the- 
tobacco  industry. 

We  believe  one  of  the  most  important  factors  in  a  healthy  tobacco  economy  is 
Stability.  Since  tobacco  must  be  aged  for  about  two  years  before  it  is  used,  monu- 
facturers  must  project  their  needs  for  this  length  ot  time  as  they  make  thoir  pur- 
chases. This  requires  that  all  segments  have  a  reu-sonable  and  stable  basis  on  which 
to  make  their  projections.  We  beheve  that  the  tobacco  industry  has  reached  a  levil 
ot  growth  and  stability  that  is  highly  encouraging. 

There  are  those  who  suggest  that  the  present  formula  for  computing  price 
supports  for  tobacco  be  changed  to  bring  the  price  support  increases  more  nearly 
in  line  with  the  current  rato  of  inflation.  We  would  submit  that  even  now  the  price 
support  level  is  above  the  costs  ot  production  ot  those  growers  who  manage  well 
and  take  reasonable  advantage  of  available  technology.  The  present  formulu 
contains  an  escalation  factor  which  will  increase  the  loan  rate  by  12  percent  in 
1975.  While  it  may  not  be  moving  up  quite  as  fast  as  the  current  rate  ot  inflation 
even  a  mild  slowdown  will  allow  it  to  catch  up.  We  believe  the  current  formula  has 
served  the  industry  well  and  can  see  no  reason  why  it  will  not  continue  to  provide 
the  growers  the  intended  protection  against  a  sharp  drop  in  prices  and  the  manu- 
facturers a  reasonable  basis  on  which  to  make  their  purchase  plans  in  the  future. 

Last  fall  I  met  with  the  leadership  of  the  tobacco  producers  in  Virginia,  and  it  is 
my  belief  that  they  strongly  feel  the  present  program  ia  working  well  and  that 
signiflcant  improvements  have  been  made  under  existing  authority. 

It  is  our  considered  opipion  that  the  present  legislation  provides  the  progran) 
needed  for  our  producers  and  the  other  segments  of  the  industry  to  increase  their 
output  in  an  orderly  manner,  become  more  competitive  in  world  markets,  and 
make  an  increasing  contribution  to  ojt  national  economy.  We  do  not  iselieve  any 
major  legislative  changes  arc  needed  in  the  current  tobacco  program. 

The  Chairman.  The  next  witness  is  Mr,  Adolph  Rupp,  of  Lexing- 
ton, Ky. 

This  is  a  very  familiar  name  to  most  Americans  in  the  field  of 
athletics.  If  you  are  as  skillful  in  the  growing  of  tobacco  as  in  basket- 
ball, I'm  sure  you  can  shed  some  light  into  this  matter. 

Senator  Huddleston.  If  I  may,  I'd  like  to  make  one  comment 
along  that  line.  Mr.  Rupp  has  achieved  substantial  recognition  in  the 
country  as  a  great  producer  of  basketball  teams  and  players.  He  has 
been  highly  visible  in  that  regard  over  the  last  30  or  40  years.  What 
may  not  be  as  well  known,  but  is  known  in  our  area,  is  that  he  is  no 
less  proficient  in  the  area  of  farming.  He  has  been  a  tobacco  grower 
since  about  1940  or  1944.  He  has  been  active  in  a  marketing  organiza- 
tion for  burley  tobacco,  which  is  one  of  the  biggest  in  the  world,  if 
not  the  biggest.  He  can  elaborate  on  this  but  I  did  want  to  point  out 
that  Coach  Rupp  is  eminently  qualified  to  discuss  any  farming  matter 
before  this  committee,  and  particularly  tobacco. 

The  Chaihman.  Coach,  you  mav  insert  your  full  statement  in  the 
record  and  summarize  it  at  this  point,  if  you  like. 
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STATEKENT  OF  ADOLPH  F.  RUFF,  SISECTOR,  CEITIBAL  DISTRICT 
WAREHOHSIHG  CORF.,  LEXIHGTOH,  KT. 

Mr.  RuPP.  I  have  a  jirepared  statement  for  all  the  members  of  the 
coiumittee,  and  I  think  they  will  be  handed  out. 

Thank  you,  gentlemen,  for  p;ranting  me  the  time  to  appear  before 
you  today.  I  am  Adoljih  F.  Rupp,  a  farmer  in  central  Kentucky  raising 
burley  tobacco  and  cattle.  I  also  am  a  director  of  Central  District 
Warehousing  Corp.,  a  farmer  owned  cooperative  marketing  organiza- 
tion operating  tobacco  sales  warehouses  on  the  markets  ui  Lexington, 
Paris,  and  Richmond,  Ky.  At  one  time,  I  also  did  a  little  basketball 
coaching  at  the  college  level  back  in  Kentucky. 

I  am  here  today  to  lend  my  support  to  the  efforts  of  members  of 
the  congressional  delegations  from  tobacco  producing  States  to  have 
a  more  realistic  support  price  placed  on  the  tobacco  crops  produced  by 
the  hundreds  of  thousands  of  farmers  who  depend  upon  this  crop  for 
their  very  livelihood. 

Unlike  most  groups  whose  representatives  appear  before  hearings 
such  as  this,  tobacco  producers  are  not  asking  for  a  dole,  they  are  not 
asking  for  any  Government  handout;  they  are  not  asking  for  financial 
aid;  they  are  not  asking,  seeking,  or  even  wanting  any  kind  of  ap- 
propriation. All  producers  are  asking  is  for  your  cooperation  in 
establishing  assurances  of  a  reasonable  return  for  their  year's  work  in 
the  form  of  a  realistic  support  price  level. 

It  is  a  matter  of  public  record  that  during  the  three  decades  of 
support  prices  on  tobacco,  the  Treasury,  or  the  taxpayers  of  the 
countrj*,  nave  not  lost  1  cent  in  this  program  which  has  contributed 
untold  millions  to  the  national  economy. 

Under  the  present  formula  for  determining  support  prices,  the  level 
of  support  for  the  1975  burley  crop  next  winter  will  be  approximately 
96  cents  per  pound.  A  study  made  by  the  University  of  Kentucky 
]a.st  year  established  a  cost  basis  at  that  time  on  burley  of  93  cents, 
a  figrure  which  certainly  has  been  increased  by  later  rises  in  the  costs 
of  fertilizers,  chemicals,  machinery,  et  cetera.  Therefore,  on  the  basis 
of  the  present  formula,  the  present  support  price  for  burley  certainly 
would  be  less  than  production  cost.  That,  of  course,  is  completely 
unrealistic  and,  in  the  opinion  of  producers,  not  in  accord  with  the 
intent  of  the  Congress  when  it  established  a  support  level  for  the  crop. 
At  the  time  the  93-cent  production  cost  figure  was  established,  the 
support  level  was  only  85  cents. 

Obviously,  support  prices  that  are  actually  below  the  cost  of  pro- 
duction are  ridiculous  and,  I  think  you  will  agree,  completely  out  of 
accord  with  the  Congress  in  its  intent  in  establishing  a  parity  figure. 
I  am  appearing  here  today  in  support  of  the  bill  introduced  by  the 
Honorable  Carl  Perkins  and  others  which  would  alter  the  support 
price  level,  and  the  formula  for  arriving  at  that  figure,  for  the  year 
1975  and  future  years.  And  I  might  add  that  I  am  appearing  not  only 
for  myself,  but  ajso  I  am  authorized  to  present  these  views  on  behalf 
of  the  nearly  3,000  members  and  more  than  5,000  patrons  of  Central 
District  Warehousing  Corp.,  one  of  the  largest  farmer  owned  coop- 
erative tobacco  marketing  agencies  in  the  country. 

This  bill  appears  to  be  carefully  conceived.  It  establishes  a  support 
price  level  which  farmers  can  live  with,  and  yet  it  is  not  too  high  to 
price  our  commodity  out  of  the  domestic  and  foreign  markets. 
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Your  support  of  this  bill  will  be  a  cost-free  demonstration  of  your 
desire  to  protect  and  safeguard  the  interests  of  thousands  upon 
thousands  of  the  producers  of  the  raw  product  used  in  one  of  our 
Nation's  major  industries. 

Taxes  on  tobacco  products  enrich  the  Federal  Treasury  by  more 
than  $2J^  billion  annually.  It  seems  the  least  you  can  do  is  to  provide 
this  protection  and  security  to  those  whose  raw  products  made  this 
industry  and  this  contribution  possible.  This  no-cost  protection  in 
return  for  the  $2Si  billion  Federal  revenue  seems  to  be  a  trade  no 
Congress  could  conscientiously  refuse. 

Now,  I  have  given  you  some  prices  to  give  you  some  idea  of  how  the 
costs  have  really  risen  in  the  last  year.  It  costs  today  $2,150  per  bent, 
so  to  erect  a  tobacco  bam,  therefore,  a  five  bent  tobacco  barn  woiild 
cost  $10,500.  Now  that  is  way  up  and  is  unreasonable,  but  that  is 
what  they  get.  If  you  are  going  to  build  something,  I  don't  know  if 
this  is  a  good  time  to  build  it. 

On  February  of  1974,  the  price  of  ammonia  nitrate  was  $130  a  ton. 
On  February  of  1975,  or  last  Friday,  it  was  $225  a  ton. 

Now,  next,  plant  bed  covers,  plastic,  they  quadrupled  in  price.  It 
was  then  $5.50  and  it  is  now  $25.50. 

Next,  nylon  and  cotton  is  up  85  percent. 

Methol  bromide,  that  is  gas  in  beds,  is  85  percent  liigher. 

Next,  fertilizer  prices,  the  insecticide  bug  killer  is  up  25  percent 
and  the  sprays,  the  MH  30  which  are  used  to  kill  suckers,  is  up  30 
percent. 

Next,  herbicides,  we  don't  know  what  that  costs.  I  was  unable  to 
get  a  price  on  that  at  all. 

Now,  gasoline  and  the  fuels  you  use  on  the  farms,  well  God  knows, 
I  don't  know  and  I  doubt  very  much  if  you  know.  If  you  are  going  to 
pass  this  bill  authorizing  $1  a  barrel  increase  in  the  price  of  gasoline 
that  we  import  and  it  is  going  up  10  cents  to  30  cents  a  gallon,  then 
you  can  figure  how  much  it  is  going  to  cost,  increase  the  fuel  costs  of  a 
farmer  just  as  well  as  I  can. 

Next,  your  mixed  fertilizer.  Well,  on  February  10,  it  was  $110. 
This  was  in  1974.  I  called  the  American  Fertilizer  Co.  this  morning, 
and  the  price  of  fertilizer  is  $165  a  ton  this  morning.  That  is  the  price 
on  7-7-16,  and  that  is  not  a  good  fertilizer  to  use  on  tobacco,  but  that 
seems  to  be  all  we  can  get. 

The  charge  of  marketing  at  Central  District  Warehouse  Corp.  is 
$37.50  per  thousand.  This  includes  the  taking  tobacco  off  the  wagon, 
putting  it  on  baskets,  putting  the  ba-skets  on  scales,  weighing  the 
tobacco,  putting  the  tobacco  in  line,  furnishing  the  auctioneer  to  sell 
the  tobacco,  paying  for  the  calculator  to  calculate  the  amount  owed 
the  farmer,  prepanng  the  check,  then  waiting  2  weeks  for  us  to  get 
the  money.  This  also  covers  insurance  on  the  tobacco  from  the  time 
the  farmer  unloads  the  tobacco  until  the  tobacco  leaves  the  floor.  If 
there  is  a  shortage  in  weight  on  this  tobacco  to  the  buyer  it  must 
come  out  of  the  $37,50, 

The  warehouse  is  getting  that,  and  there  is  usually  also  a  loss  because 
when  you  take  it  from  the  warehouse  to  the  redryer,  it  falls  off  some- 
how or  other,  and  some  of  it  gets  lost. 

Now  then,  we  have  discussed — actually  we  discussed  this  at  a  board 
meeting  with  the  Central  District  Warehousing  Corp.  last  Friday  and 
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we  tried  to  come  up — we  being  the  17  directors — with  n  realistic  price 
support  level  for  tooacco.  We  came  up  with  a  figure  of  $1.15  which  we 
think  is  sufficient.  Now  that  is  considerably  under  that  which  was 
recommended  here  a  few  minutes  ago,  however,  we  are  afraid  if 
$1.33K  should  be  the  figure  that  comes  out  of  the  recouiniendatiou  of 
this  committee  and  out  of  the  Congress,  that  much  of  this  tobacco 
will  go  to  the  pool,  and  that  means  the  pool  has  got  to  borrow  Govern- 
ment money.  And  it  it  borrows  Government  money,  then  again,  they 
will  begin  to  own  a  lot  of  tobacco,  and  that  is  something  we  don't 
want. 

We  want  this  tobacco  to  go  to  the  tobacco  companies  where  it 
belongs,  and  we  don't  want  the  pool  to  use  it. 

The  figure  of  $1.15  will  take  care  adequately  of  those  tliat  are 
efficient  or  super  efficient.  It  will  take  care  of  ua,  I  know.  We  raise 
35,000  pounds  of  tobacco  on  our  farm,  and  that  will  take  care  of  us 
nicely.  It  will  take  care  of  an  efficient  operator.  It  will  not  take  care  of 
a  less  efficient  operator.  A  small  farmer  wiil  find  it  necessary  to  have  a 
support  price  on  tobacco  if  he  is  goii^  to  borrow  money  at  the  bank, 
vou  see,  and  he  can  do  this  two  ways:  by  mortgaging  his  house  and 
his  farm — and  that  is,  of  course,  for  a  6-month  period,  wliich  they 
don't  want  to  do — or  he  can  go  ahead  and  borrow  money.  The  bank 
knows  what  the  support  price  is,  and  they  will  loan  him  the  money  on 
this. 

So  it  is  the  recommendation  of  the  board  that  controls  the  selling  of 
about  25  million  pounds  of  tobacco  this  year  that  the  support  price 
should  be  $1.15— and  not  16  cents — $1.15  and  no  higher  and  no  less. 

Senator  Hoddleston.  That  $1.15,  how  does  that  compare  with  the 
average  paid  this  year? 

Mr.  Rupp.  Weil,  our  tobacco  brought — well,  good  tobacco  brought 
$1.21.  I  got  $1.22  or  $1.23,  but  let's  face  it,  you  know,  that  is  com- 
pletely out  of  it.  It  always  looks  good  to  nave  some  high-priced 
tobacco  and  go  around  and  brag,  but  I  don't  fool  you,  the  members  of 
this  committee,  or  anybody  else,  for  that  matter;  it  is  $1.21, 

I  think  the  average  price  for  all  tobacco  both  good  and  bad^well, 
now,  this  last  tobacco  we  sold  was  frozen  tobacco  and  goodness  gra- 
cious that  brought  45  cents  and  50  cents  a  pound  but  it  shouldn't 
have  brought  any  more  either.  If  you  saw  that  tobacco,  you'd  see  it 
was  atrocious.  It  was  just  shameful, 

I  don't  know  what  they  are  going  to  do  with  it.  It  won't  be  good  for 
anything  other  than  chewing  tobacco,  and  they  will  certainlj-  get  a 
lot  of  chews  out  of  that. 

But  ajiyway,  it  is  awful  tobacco,  but  they  bought  it  anyway.  The 
compames  bought  it.  But  anyway,  that  cannot  be  used  as  the  figures. 
So  that  is  what  I  mean  when  I  say  the  least  efficient  will  not  be  taken 
care  of.  That  figure  I  mentioned  will  not  take  care  of  those  people 
that  put  out  tobacco  late,  that  cut  it  late,  that  let  the  frost  hit  it^well, 
not  the  frost,  but  the  freeze.  The  freeze  hit  it,  and  not  the  frost. 

So  it  will  never  take  care  of  those  folks,  and  it  shouldn't.  We  don't 
expect  at  any  time  that  the  Congress  should  guarantee  us  a  profit. 
We  think  they  should  see  though  uat  there  is  a  reasonable  possibility 
that  we  can  raise  tobacco  without  a  loss  if  we  are  efficient. 
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Senator  Huddleston.  Do  you  see  anything  in  the  marketing  picture, 
in  view  of  the  apparent  shortage  of  hurley  now,  which  woula  indicate 
that  the  market  price  might  be  down  in  the  next  year? 

Mr.  RtTPP.  No;  I  don't  think  so.  I  think  the  market  price  will  pos- 
sibly be  up  a  little.  I  am  rather  of  the  opinion  it  will  be  up,  and  I  do 
not  believe  the  way  some  people  talk  that  we  will  not  raise  tobacco. 
I  mean,  we  are  going  to  raise  tobacco  as  long  as  we  get  $1.21  or  have 
a  target  of  $1.21  to  shoot  for.  We  are  going  to  raise  tobacco  if  we  have 
not. 

Senator  Huddleston.  But  the  SI. 15  support  level  j"ou  mentioned 

Mr.  RuPP.  How's  that? 

Senator  Huddleston,  But  the  $1,1 5  you  mentioned 

Mr.  Rupp.  And  we  will  raise  it  for  that,  too. 

Senator  Huddleston.  That  wouldn't  necessarily  mean  the  Govern- 
ment would  acquire  any  more  tobacco  than  it  did  this  year,  if  the 
market  price  stays  up;  correct? 

Mr.  Rupp.  No,  sir.  I  don't  think  so,  but  I  don't  think  that  the  least 
efficient  should  by  any  means  be  guaranteed  a  profit,  but  I  do  think 
that  a  support  price  ought  to  be  given  not  only  to  tobacco  but  to 
other  crops,  so  that  the  people,  when  they  go  out  there,  so  that  they 
are  reasonably  sure  that  if  they  do  a  good  job  in  farming  that  they 
are  compensated  adeq\iately  for  that. 

Senator  Huddleston.  From  your  knowledge  of  Kentucky  farming 
would  you  say  that  most  of  our  tobacco  is  gromi  by  small  farmers  who 
grow  an  acre  or  less? 

Mr.  Rupp.  That  is  right. 

Senator  Huddleston.  And  this  does  provide  a  financial  base  for 
those  operations. 

Now  without  the  tobacco  income  that  they  receive,  what  would 
their  situation  be  as  far  as  all  the  other  crops  they  grow,  like  com  and 
wheat  and  livestock? 

Mr.  Rupp.  I  don't  think  it  will  make  any  difference.  Now  the 
farmer  who  raises  an  acre  or  an  acre  and  one-half  of  tobacco  of  course 
does  that  with  mainly  farm  help.  The  big  operator  is  required  to  pay 
exorbitant  prices  at  times  for  hia  help.  The  help  this  year  costs  all  the 
way  from  $2  to  $4.  I  would  say  the  averam  help  costs  from  $3  to  $4, 
and  at  least  $3.  There  is  very  little  help  furnished  at  $2,  and  that  is 
xisually  only  for  family  help.  But  I  would  say  the  other  help  costs  at 
least  $3  to  $4. 

Let  me  tell  you  this.  You  got  to  do  some  belt  tightening  if  you 
are  going  to  come  out  and  pay  those  kinds  of  wages.  That  is  $40  for 
a  10  hour  day,  and  ifyou  hire  eight  men  at  that,  you  can  see  that  you've 
got  to  hang  a  lot  of  tobacco  in  that  time  if  you  are  goinp  to  come  out. 

But  if  we  can  get  Sl,21,  then  I  believe  that  you  will  see  us  raise 
more  tobacco  next  year  than  we  did  this  year. 

Senator  Huddleston.  You  think  the  low  support  price  is  part  of 
the  reason  that  all  the  allotment  is  not  being  raised  in  Kentucky? 

Mr.  Rupp.  Yes,  I'm  sure  it  is,  because  they  advertised  a  lot  of 
tobacco  bases  this  year  for  sale  and  they  were  not  raised.  But  I  just 
know  of  a  very,  very  few  this  year  that  you  can  rent  and  they  are 
small  bases.  They  are  very  smafl  bases. 

Senator  Huddleston.  Senator  Dole,  any  questions? 

Senator  Dole,  As  I  understand,  the  reason  for  raising  the  support 
price  is  to  encourage  production;  is  that  it? 

Mr,  Rupp.  Yes, 
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Senator  Dole.  Even  tho\igh  you  are  Cairly  certain  that  the  market 
price  is  going  to  be  in  excess  of  that  in  any  erent;  correct? 

Mr.  Rupp.  Yes;  I  believe  we  will  ^et  ttie  same  price.  I  think  tobacco 
will  start  out  at  about  the  same  pnce  it  did  this  year  with  the  pogsi- 
bilily  that  it  may  grow  more.  Now  that  is  our  opinion  at  the-Centrd 
IMst'rict.  That  is  not  just  my  opinion.  That  is  the  opinion  of  17  men 
that  raise  between  them  some  700,000  pounds  of  tobacco. 

Senator  Dole.  Right.  Late  last  year  Senator  Huddleston  was  work- 
ing on  the  bill  with  Qiat  purpose  in  the  Senate  and  there  were  siympa- 
ihetic  views  expressed  for  1975. 

Now  I  am  not  certain  about  this  90  percent. 

Senator  Hdddleston.  The  remarks  have  really  beien  related  to  the 
1975  proposal. 

Senator  Dole.  Yes,  yes;  that  is  right.  But  I  read  the  story  that 
Senator  Ford  had  clipped  from  the  Louisville  paper  by  Mr.  Russ^ 
and  want  to  make  certain  that  I  understand  the  reason  for  the  in- 
crease of  the  support  price  and  changing  the  present  system  based  on 
;j  years  and  the  purpose  would  be  to  try  to  encourage  production, 
correct? 

Senator  Ford.  Can  I  interject  here?  This  is  the  real  reason;  namely, 
to  keep  the  production  up,  and  to  ehminate  the  foreign  tobacco  and 
the  synthetic  tobacco  that  will  go  in  it  or  the  synthetic  substances 
that  will  go  in  it  and  give  them  a  financial  base  for  loan  guarantee. 
Von  see,  tobacco  is  the  hub  for  com  and  small  grains.  And  if  this 
works,  then  the  whole  small  farming  picture  is  stabilized. 

Sir.  Rupp.  I  think  Governor  Ford— no,  I  mean  Senator  Ford 

Senator  Ford.  That's  all  right. 

Mr.  Rupp.  Tes,  sir,  I'm  no  longer  a  coach,  either,  but  I  was  going 
to  say— well,  I  lost  my  thought. 

Well,  I  am  of  the  opinion  that  you  agree  with  me  that  tobacco  will 
be  raised  if  we  have  the  support  price  that  you  have  advocated, 
correct? 

Senator  Ford.  That  is  con;ect. 

Senator  Dole.  Finally — and  I  know  we  have  many  other  witnesses — 
but  I  am  not  certain  in  this  committee  we  wouldn't  get  hung  up  on 
the  merits  of  the  price  support  program  for  tobacco.  I  mean,  I  don't 
have  that  hangup,  bul  there  are  tme  or  two  members  that  might  bring 
in  other  aspects  of  the  tobacco  situation.  As  you  know  there  are  those  who 
state  there  shouldn't  be  tobacco  price  supports.  There  is  something 
that  hasn't  been  covered  in  the  testimony.  1  don't  think  it  is  necessary 
that  it  is,  but  it  may  be  something  we  will  have  to  discuss  later  on  the 
floor. 

^!^.  Rcpp.  Wetii  I  tell  you  that  you  can  face  that  nicely.  I  will  come 
up  here  and  help;  Jf  I  can,  to  take  care  of  that. 

Governor  Fowl.— oh,  no,  pardon  me  again.  Senator  Ford,  has  talked 
about  this  matter  many  times. 

•Senator  Ford,  am  I  correct  that  tobacco  is  the  leading  industry  in 
Kentucky? 

Senator  Ford.  Correct. 

Mr.  Rupp.  And  I  think  Kentucky  is  the  only  State  in  the  Union 
where  that  is  true,  is  that  not  correct? 

Senator  Fohd.  That  is  a  correct  statement. 

ilr.  Rupp.  So  it  does  mean  a  lot  to  the  Commonwealth  of  Kentucky 
that  we  do  have  a  good  support  price  to  encourage  our  biggest  jnduatiy 
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there  to  keep  on  producing  and  expanding,  so  that  we  do  not  have  this, 
foreign  competition  that  Senator  Ford  just  spoke  about. 
Senator  Huddleston.  Senator  Young? 

Senator  Young.  1  can  understand  better,  after  hearing  you  Ken- 
tucky people  talk  about  Kentucky  and  about  tobacco  being  a  major 
industry,  why  Senator  Cooper  was  reelected  for  so  manj'  jears.  As  I 
recall  it,  he  had  an  amendment  to  the  Agricultural  Act  of  1948  requir- 
ing 90-percent  support  for  tobacco  when  all  other  commodities  were 
60  to  90  percent  of  parity.  They  thought  it  would  wreck  the  program, 
but  it  worked  all  right  didn't  it? 

Mr,  Rupp.  I  think  it  will  work  all  right  again,  if  you  just  follow 
our  recommendations,  although  your  wisdom  is  far  superior  to  mine. 
Senator  Younq.   You  haven't  noticed  any  difference  in  the  tobacco- 
problems  since  I  quit  smoking,  have  you? 
Mr,  Rupp.  Yes,  sir,  tobacco  production  has  dropped  off  a  little. 
Senator  Hvddleston.  I  might  point  out  that  the  bill  tJiat  you 
refer  to  of  Senator  Cooper— and  Senator  Cooper  was  instrumental 
in  getting  it  enacted — that  since  that  was  enacted  and  the  formula 
changed,  that  the  support  level  has  dropped  not  to  90  percent  of 
parity,  but  to  56  percent  of  parity. 

Senator  Young.  I  was  trjing  to  recall  when  the  support  level  was 
reduced. 

Senator  Huddleston.  1969  I  believe  was  the  new  legislation.  It 
instituted  a  new  formula. 

Senator  Dole.  1959,  wasn't  it? 
Senator  Huddleston.  Yes,  i959. 

Mr.  Rupp.  Well,  gentlemen,  the  thing  I  want  to  leave  with  you  is 
the  fact  that  we  have  so  many  ifs  in  our  production  this  year  that  we 
cannot  determine  at  this  time.  I  don't  know-  what  ammonium  nitrate 
will  sell  tor  when  we  need  it  or  what  the  mixed  fertilizers  will  sell 
for  or  the  herbicides.  You  just  can't  get  a  price  on  herbicides.  Th^ 
won't  quote  it  to  you. 

Now  gasoline — well  goodness  knows  what  that  is  going  to  cost  us. 
We  don't  know.  We  don't  know  what  diesel  fuel  will!  cost. 
Senator  Huddlrston.  Senator  Helms,  you  have  a  question? 
Senator  Helms.  The  coach  is  just  a  good  arguer  for  tobacco  and 
diank  the  Lord  for  that.  He  is  just  as  good  an  arguer  as  he  was  a 
coach  and  he  was  a  pretty  good  coach  in  basketball  as  we  learned  to 
our  dismay  in  North  Carolina  on  a  number  of  occasions,  I  might 
add,  sir. 
Mr.  Rupp.  Well,  we  about  broke  even. 

Senator  Helms.  Well,  we  can  remember  some  times  you  beat  us. 
Mr.  Rupp.  And  those  are  the  ones  I  remember  too. 
Senator  Helms.   I   want  to  compliment  you  on   your  testimony 
and  I  want  to  thank  the  distinguisiied  acting  chairman  for  making 
it  possible. 

What  is  the  ai^ument  of  the  Agriculture  Department,  if  the  stnff 
knows,  in  terms  of  what  this  would  cost? 

Mr.  Casso.  [Economist,  Agriculture  and  Forestry  Committee). 
We  don't  have  thiit. 

Senator  Dole,  Secretarj-  Butz  will  be  here  Thursday,  and  wr  will 
find  out  from  him. 

Senator  Huddleston.  It  will  be  part  of  the  record  before  we  finish 
this  hearing. 
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Senator  Helms.  Yes;  but  you  have  no  fear  that  if  you  tamper  with 
the  program  that  we  won't  dq  opening  up  the  program  to  fwme  of  our 
friends  on  the  Senate  floor,  particularly  Mr.  Mossof  Utah  and  the  others? 
Mr.  Rupp.  Well,  I  have  an  argument  there  as  to  Mr.  Moss,  but  1 
don'c  think  I  should  bring  it  out  today,  but  then  1  said  I  would  be 
glad  to  come  back  if  he  gets  too  vicious  and  give  my  opinion  on  the 
subject. 

Senator  Helms.  I  just  wanted  to  elicit  a  pledge  that  you  would  come 
back  and  help  us. 

Mr.  Rupp.  Well,  I  can  do  that  possibly. 
Senator  U&l.ms.  Well,  very  well. 

I  have  no  more,  Mr.  Chairman.  I  enjoyed  the  testimony. 
Settator  Huddleston.  Just  one  other  aspect  of  the  tobacco  prograra 
which  I  think  merit«  some  consideration — perhaps  wo  should  not  go 
into  great  detail — but  could  you  discuss  the  method  which  the  farmer 
b  nsing  to  get  liis  tobacco  to  the  warehouses  and  to  the  marketplace. 
Mr.  Rupp.  Oh,  I  meant  to  bring  that  out,  Senator.  We  did  some- 
thing; this  year  in  Kentucky  that  has  never  byen  done  before.  I  came 
out  on  the  farm  one  daj'  and  my  tenant  told  me  that  a  man  from  the 
University  came  out  there  and  asked  us  to  bale  tobacco. 
Have  you  heard  about  baling  tobacco.  Senator  Young? 
And  I  told  him,  well,  I  don't  know  anything  about  it.  I  a.sked  him 
to  tethineabout  it.  So  he  told  me  about  it,  and  I  said  "Well,  go  ahead.'' 
Now   there  were  two  of  them  fellows  there.  Wo  have  to  get  aboiit 
80,000  pounds  of  tobacco  out  at  Centreville  where  I  live  which  is  S 
or  9  miles  from  Lexington.  And  we  had  to  g-;t  th,it  tj^Jther  before 
they  could  take  it. 

IsJow  baling  tobacco  is  very  interesting.  You  need  a  tobacco  baler, 
and  this  baler  has  three  compartments  which  has  grooves  in  it — which 
has  three  grooves  in  it — with  cords  and  it  has  a  compressor,  an  air 
compressor.  So  you  take  these  tobacco  leaves  and  put  them  in  there 
with  the  stems  out  and  then  when  you  have  about  60  pounds  of  leaves 
in  there,  it  fills  the  box,  and  then  you  compress  it  and  tie  the  bale. 
Now  that  saved  you  probably'  seven  trips  going  out  to  the  bam  where 
you  would  put  15  hands  on  a  stick  of  tobacco  and  carry  it  out. 

So  as  I  say,  you  just  carry  it  out  one  time,  whereas  you  had  to  carry 
it  out  many  times. 

"Then  when  you  loaded  the  tobacco  it  took  about  20  minutes  to  load 
5,000  pounds  and  you  bring  it  up  to  town,  and  it  takes  about  15  min- 
utes to  unload  it,  and  it  was  already  graded. 

N'oM,  the  tobacco  companies — well,  Southwestern  Co.  liked  it.  We 
don't  know  what  the  repercussions  though  are  going  to  be.  We  got 
fl.21  for  that  too.  We  ngured  it  is  going  to  save  us — that  is  tnia 
method— from  12  to  20  percent. 

So  again  we  are  talking  about  efficiency  or  less  efficiency.  So  we 
figured  it  is  going  to  save  us  on  our  tobacco  about  20  percent  in 
handling. 

Then  we  took  it  right  directly  to  the  Southwestern  redryer. 
Now  then,  a  question  comes  up,  and  that  is,  what  is  it  going  to  do  to 
the  warehouses?  Well,  it  isn't  going  to  do  anything  to  tliem,  because 
you  can't  ni»rket  85  million  pounds  of  tobacco  and  take  it  off  the  re- 
dner  and  schedule  every  farmer  to  come  in  at  a  ceitain  hour  to  unload 
his  tobacco. 
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You  would  jam  the  redryers,  you  see?  You  can't  haul  this  tobacco 
as  fast  as  it  is  sold  to  the  redryer  anyway,  so  you  still  have  to  use  the 
warehouse  floor  to  market  your  tobacco. 

Of  course,  we  never  paid  any  commission  at  all  to  sell  thb  tobacco, 
and  that  is  fine  if  you  can  get  by  with  it,  but  we  don't  want  to  put  these 
warehouses  out  of  business,  because  goodness  knows,  I  own  part  of  12 
of  tlipm,  and  I  don't  want  to  see  them  go. 

But  as  I  say,  it  doesn't  go  down  the  drain.  I  can  assure  any  warehouse 
man  that  it  vAii  not  hurt  the  warehousing  end  of  it  at  all,  but  just  saves 
on  the  labor. 

<So  this  year  the  university  wants  to  come  out  with  a  baler  that  will 
handle  100-pound  bales.  Well,  we  want  to  see  now  what  this  experi- 
ment will  produce,  but  at  5  that  afternoon  they  had  80,000  pounds 
vn  a  truck  on  its  way  to  Kaleigh  to  unload  and  ever^'one  was  pleased 
with  it. 

Now  again,  all  the  tobacco  wasn't  of  good  quality.  They  said  that 
we  had  the  best  tobacco  though,  and  we  unloaded  it  first  at  8:30 
in  the  morning,  and  we  were  unloaded  by  9  and  they  said  we  had  the 
best  tobacco. 

Of  <:ourse,  1  don't  know  how  many  others  ihoy  told  that  to,  but  it 
makes  j^ou  feel  pretty  good,  doesn't  it?  But  anj'way,  there  was  some 
tobacco  there  that  wa-sn't  of  the  same  quaUty  as  we  had,  but  they 
were  all  guaranteed  this  SI  .21  price.  I'm  sure,  though,  they  couldn't 
always  do  that. 

But  I  just  wanted  to  tell  you  about  this.  It  is  a  new  wrinkle  in 
handling  tobacco.  i 

Senator  Young.  I  hope  it  doesn't  put  those  colorful  auctioneers 
out  of  business,  though.  .' 

Mr.  Rupp.  It  won't  put  them  out  of  business,  because  vou  are  going 
to  use  the  warehouse  floors.  No;  it  won't  put  them  out  of  business. 

Senator  Huddlestox.  I  just  wanted  to  point  out  that  there  are  \ 
efforts  being  made  to  improve  the  eSiciencv  of  the  marketing  s}'stem  ) 
which  will  in  turn  improve  the  profitability  of  the  crop  and  be  of  « 
benefit  to  the  grower.  j 

Any  other  questions?  ti 

We  appreciate  your  coming,  Mr.  Rupp.  -^ 

At  this  time,  I  would  like  to  enter  into  the  record  telegrams  from  the  ^ 
Kentucky  Governor's  Council  on  Agriculture,, from  Mr.  William  E.  ,j 
Burnet  te,  deputy  director.  Governor's  Council  on  Agriculture,  ^ 
Frankfort,  Ky.,  Mr.  Ted  Kuster  of  the  Keutuckv  House  of  Represeuta-  ^ 
lives  and  Mr.  Geoi^e  Stiles  of  the  Kentucky  NFO.  -^ 

[The  above-named  items  follow :]  i^ 

[Telegrainl  > 

Fbanktokt,  Kv.,  February  17,  1976.      r- 
Sen.  Walter  D.  Huddleston, 
Capitol  Bidg.,  Waahinglon,  D.C.  Z 

The  Governors  Council  on  Agriculture,  nieeling  in  special  session  on  Februaiy 
12,  unanimously  passed  a  resolution  in  support  0/75  percent  of  parity  as  a  sup- 
port price  for  tobacco  growers. 

WlLLt.lM  E.  BUBNETTK, 

DipulH  Director, 
Governors  Council  on  Agriculture. 
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Pahis,  Kt,,  February  17,  1975. 
Sen.  Walter  D.  Hdddlbston, 
Uj&.  Sematt,  Wiukmgtm,  B.C. 

I  represent  Bourbon  County  and  northern  Fayette  Couoty  in  the  House  of 
BepresCDtaiiveE  of  Keutucky.  This  is  the  heart  of  the  Burley  tobacco  producing 
repon.  We  need  and  must  have  adequate  price  support  and  Government  support 
for  our  Buriey  program,  as  the  price  of  production  has  nearly  doubled  in  the  last 
two  years.  This  profram  te  one  of  the  few  Government  programs  that  has  not  coet 
the  taTpayers.  There  has  to  be  a  support  level  whereby  we  farmers  can  make  a 
pro&t  such  as  otter  busiowa  men  are  doing  today.  Pleoae  give  this  your  utmost 
attention,  as  I  know  you  have  the  interest  of  the  farmer  at  heart. 

Ted  Kubter, 
ffouM  of  Re-preeentaiivtB, 

Parit,  Ky. 

[Halteraro) 

Buffalo,  Kr.,  February  17,  1975. 
Sen.  Walter  D.  Hxtddleston, 
Senatt  Office  Building, 
Wathinglon,  I>.C. 

My  name  is  George  Stilus  and  I  am  fwesjdent  of  the  National  Farmers  Orgouiaa- 
tion  in  Kentucky.  We  urge  the  immediate  paaease  of  the  tobacco  bill  which  will 
rwae  the  support  price  toat  least  a  $l.l&|5er  pound.  Last  year  thousands  of  pounds 
of  tobacco  were  not  produced  due  to  the  high  cost  and  uncertainty  of  price. 
Farmers  cannot  produce  any  longer  without  reaaonable  security  of  a  fair  price. 

George  Stiles,  president,  National  Fanners  Organisation. 

Senator  Huddleston.  At  this  time,  I  wouid  also  like  to  make  a 
statement  relating  to  this  subject,  namely  the  support  price  of  Buriey 
tobacco. 

STATEMEHT  OF  HON.  WALTER  D.  HUDDLESTOH,  A  U.S.  SEHATOR 
FROM  THE  STATE  OF  KEHTTJCKY— Resumed 

The  Senate  Committee  on  Agriculture  and  Forestry  is  today 
ccmtinuing  its  general  review  of  Federal  farm  programs  and  its 
evaluation  of  the  adequacy  of  such  programs.  Our  focus  this  afternoon 
is  the  tobacco  support  program.  The  wisdom  of  having  a  support 
program  is  not  in  question — that  has  been  debated  in  Congress  and 
provided  for  in  permanent  legislation  already  on  the  bot^s.  The 
question  is  whether  the  present  program  as  it  is  administered  is 
adequate  to  achieve  the  original  objectives  of  the  act. 

The  tobacco  support  level  is  currently  determined  under  a  fonnula 
which  provides  for  multiplying  the  1969  stipport  price  by  the  ratio  of 
the  average  index  of  prices  paid  by  farmers  for  the  immediately 
preceedit^  3  years  to  the  average  index  of  prices  paid  by  farmers  in 
1959. 

This  means  the  1975  -suppOTt  price  for  Buriey  and  other  tobacco  is 
calculated  according  to  the  prices  paid  by  farmers  for  production, 
goods,  and  services  between  1972  and  1974.  And,  as  we  all  know, 
Drifts  of  farm  producUon  inputs  today  are  far  liigtier  than  they  were 
m  1972. 
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Furthermore,  the  percentage  increase  in  such  input  costs— about 
32. points  for  Burley — has  clearly  outstripped  the  increase  in  the  sup- 
port price — about  14  points. 

Thus,  on  the  basis  of  production  costs  alone,  it  would  seem  obvious 
that  the  tobacco  grower  needs  and  deserves  greater  assistance. 

We  must,  however,  also  examine  other  aspects  of  the  tobacco 
System  and  trj'  to  determine  whether  or  not  increased  support  prices 
would  indeed  work  to  the  benefit  of  the  entire  industry, 

A  number  of  fears  are  frequently  expressed. 

It  has  been  suggested  that  an  increased  support  price  might  decrease 
the  amount  of  tobacco  purchased  in  the  marketplace,  which  would 
force  the  Federal  Government  to  purchase  large  quantities  of  surplus 
tobacco  at  a  considerable  expense  to  the  Treasury.  Thus,  the  tobacco 
program,  which  recently  has  not  cost  the  taxpayer  significant  funds, 
could  place  new  demands  on  Federal  revenues. 

Another  possibility  is  that  additional,  lower  priced  foreign  tobacco 
wciuld  be  imported  into  the  United  States,  underminii^  the  domestic 
market  for  the  domestic  producer. 

Export  sales  might  also  be  adversely  affected.  The  United  States  is 
now  the  largest  exporter  of  tobacco,  even  though  U.S.  tobacco  has 
traditionally  sold  at  higher  prices  because  of  its  superior  quality.  But, 
a  very  large  increase  in  the  support  price  might  price  U.S.  Burley  and 
other  tobacco  out  of  the  international  market. 

Finally,  an  effort  to  modify  the  program  might  lead  to  an  attack 
on  the  entire  tobacco  support  program. 

While  the  validity  of  these  fears  is  certainly  open  to  qucKtion  our 
purpose  this  afternoon  is,  first,  to  determine  the  desirability  and 
feasibility  of  attempting  to  change  the  tobacco  program  and,  second, 
If  the  program  is  to  be  changed,  to  determine  the  best  means  of 
doing  so. 

There  is  little  doubt  that  the  concept  behind  the  tobacco  program 
is  sound.  It  has  provided  protection  to  thousands  of  producers  over 
a  number  of  years  at  Httle  cost  to  the  taxpayer.  It  provides  an  economic 
base  for  thousands  of  small  farmers  who  make  substantial  contribu- 
tions to  the  production  of  other  needed  farm  products.  It  must  be 
retained. 

The  question  we  must  answer  here  today  is  whether  or  not  that 
program  can  be  improved  and  strengthened  and,  if  so,  how? 

Several  courses  of  action  have  been  proposed.  They  include  retain- 
ing the  program  as  it  is,  chai^ng  the  1959  base  year  used  in  the 
formula  to  a  more  recent  year,  revising  the  formula  to  give  recent 
years  greater  weight,  basing  the  support  price  on  75  percent  of  parity, 
tjing  the  support  price  to  the  previous  year's  market  price,  and  chang- 
ing the  calendar  year  basis  in  the  formula  to  a  marketing  year  ba.sis. 

I  know  that  all  of  us  closely  connected  with  the  tobacco  industry 
want  to  do  what  is  in  the  best  mterest  of  all  segments  of  that  industry 
not  only  for  the  weeks  and  months  but  also  for  the  years  ahead.  I 
hope,  consequently,  that  we  can  work  together  and  devise  a  proposal 
to  be  included  in  the  farm  legislation  that  will  be  in  the  interest  of 
growers,  warehousemen,  manufacturers,  exporters,  and  othei-s  who 
share  in  this  great  industrj'. 

Our  next  witness  is  Mr.  William  E.  Little,  commodity  director  of 
the  North  Carolina  Farm  Bureau. 
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Senator  Helms? 

Senator  Helms.  I  waul,  to  introduce  Mr.  Little.  Bill  is  a  fine 
citizen  of  my  State,  Mr.  Chairman,  and  represents  a  fine  organization. 
I  think  you  will  find  that  he  speaks  eloquently  and  on  behalf  of  the 
vast  majority  of  the  tobacco  growers  in  North  Carolina.  I  ami  pleased 
to  have  him  before  this  committee. 

STATEMENT    OF   WILIIAM    E.    LITTLE,    COMMODITY    DIRECTOR, 
NORTH  CAROLINA  FARM  BUREAU  FEDERATION,  RALEIOH,  N.C. 

Mr,  Little.  First  of  all,  we  want  to  express  our  appreciation  for 
this  op^ortuility  to  bring  our  grower  views  to  you  this  afternoon. 

Tobacco  is  the  No.  1  farm  income  producer  in  North  Carolina  with 
gross  grower  receipts  for  1974  estimated  at  about  $834  million. 
Tobacco  is  grown  in  91  of  the  100  countries  in  the  State,  and  approxi- 
mately 270,000  people  are  engaged  in  producing  the  millions  of  pounds 
of  leaf  grown  in  North  Carolina  every  year.  In  addition  to  grower 
involvement,  we  have  approximately  28,000  North  Carolinians  em- 
ployed in  the  manufacture  of  cigarettes  and  other  tobacco  products. 
Our  growers  have  demonstrated  their  strong  support  of  the  tobacco 
program  since  its  inception  in  1938.  Tobacco  growers  have  alwaj-s 
shown  good  judgment  and  a  willingness  to  make  the  necessary  pro- 
duction adjustments  required  to  meet  domestic  and  foreign  market 
demands. 

Tobacco  plaj-s  such  a  major  role  in  our  total  economy  in  North 
Carolina  that  we  are  always  apprehensive  about  proposed  changes, 
especially  after  our  program  has  been  so  successful  and  widely  ac- 
cepted by  all  segments  of  the  tobacco  industry. 

During  recent  years,  much  dissatisfaction  was  expressed  by  our 
Flue-cured  tobacco  growers  over  local  marketing  conditions  that  were 
plagued  by  delaj'ed  marketii^.  For  example,  there  were  long  lines  of 
grower  trucks  loaded  with  tobacco  ready  to  enter  warehouses  but 
having  to  wait  outside  for  days,  sales  holidaj"^  and  other  factors  leading 
to  almost  chaotic  marketing  conditions. 

Beginning  with  the  1974  marketing  season  the  Flue-Cured  Tobacco 
Advisory  Committee  with  representatives  from  growers,  markets  or 
warehouses,  and  buying  interests  developed  and  instituted  several 
marketing  bnovations  with  the  assistance  of  the  U.S.  Department  of 
Ag^riculture. 

The  new  operating  procedures  provide  for  growers  to  desi^ate  sale 
of  tobacco  to  a  warehoune  or  warehouses  of  their  choice  pnor  to  the 
marketing  season  and  also  to  redesignate  to  other  wareho\ises  during 
the  season  if  they  so  desire.  Also,  another  important  provision  provides 
for  early  marketmg  opportimities  in  each  producing  area  as  the  tobacco 
is  read;-  for  marketing. 

The  marketing  changes  introduced  in  1974  have  won  widespread 
support  from  our  growers  and  we  feel  from  all  segments  of  the  tobacco 
economy. 

Two  resolutions  passed  by  and  supported  by  all  tobacco^owing 
counties  at  our  last  annual  N'orth  Carolina  Farm  Bureau  Convention 
during  December  1974,  emphasize  grower  support: 

(I)  We  continue  to  support  the  Flue-Cured  Tobacco  Marketing  Committee  in 
their  pfforts  to  Kee  that  markets  are  open  when  tobacco  is  ready  tor  sale  in  any 
flue-cured  tobacco  producing  area. 
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I  and  support  the  flue-cured 
lies  of  sHles. 

The  Tobacco  Marketing  Committee  has  been  very  active  since  the- 
1974  season  in  dervelopiog  vftiious  modifications  or  marketing  improve- 
ments for  the  1975  season. 

Tobacco  growers  or  producers  of  other  farm  commodities  are  con- 
eemed  over  -nsktg  prodiKtion  costs.  We  realize  tbat  a  mairgHi  of  profit 
must  be  maintained  to  keep  a  healthy  and  growing  industry  to  meet 
domestic  ftnd  export  requirements. 

Although  we  are  fully  aware  of  the  impact  of  inflation  upon  tobacco 
production,  we  view  with  some  concern  any  proposed  tobacco  legisla- 
tion during  1975.  We  feel  that  any  new  tobacco  proposals  hy  the  to- 
bacco industry  in  Congress  at  this  time  would  place  in  legislative 
jeopardy  a  program  that  has  meant  so  much  to  growers  for  these 
m^^  years. 

We  would  reconunCnd  that  a  very  detailed  study  be  made  of  the 
current  pricing  fcHinula  durii^  1975  before  the  introduction  of  any  new 
tobacco  legislation.  We  need  to  he  able  to  muster  the  united  forces  of 
all  tobacco  segments  before  we  proceed  with  any  tobacco  legislation. 

It  is  apparent  no«r  under  our  current  pricing  formula  with  the  S-year 
moving  average  that  projected  grower  prices  for  1976  will  be  beyond 
the  tSf-percent  increase  received  for  the  1975  crop. 

A  real  concern  of  tobacco  growers  at  the  present  time  is  the  threat 
of  imports.  We  are  aware  of  the  increasing  buildup  of  foreign-produced 
tobacco  in  the  inventories  of  manufacturers  and  dealers  in  our  countrv. 
Tobacco  growers  will  require  the  host  research  and  technology  avail- 
able to  them  in  order  to  maintain  and  expand  our  exjjort  position  in 
world  tobacco  trade. 

Tobacco  has  been  a  part  of  our  great  American  heritage  since 
colonial  days  and  growers  are  anxious  to  keep  a  tobacco  program  that 
has  served  them  so  well  tor  so  long  on  soumi  operating  procedures. 

Again,  your  interest  and  concern  for  tobacco  is  greatly  appreciated. 

Thank  you. 

Mr.  Chairman,  and  members  of  the  committee,  thank  you  very 
kindly  for  this  opportunity  to  express  our  views. 

Senator  Huddleston.  Any  questions? 

Senator  Helms? 

Senator  Helms.  As  I  understand  it,  you  are  not  saying  that  the  cost 
of  production  is  not  going  up  in  North  Carolina  as  elsewhere,  but  you 
think  the  pricing  mechanism  probably  is  preferable  to  govermnentul 
action  in  view  of  what  may  be  termed  the  political  situation,  is  that  so? 

Mr.  Little.  This  is  exactly  right,  Senator  Helms.  We  are  very  ap- 
prehensive at  this  time.  Certainly,  we  feel  that  the  growers  are  entitled 
to  increased  prices  in  the  marketplace.  We  are  very  much  concerned 
about  any  buildup  of  stocks  and  we  don't  want  to  leave  the  impression 
that  growers  do  not  deserve  more.  We  are  aware  that  prices  will  ua- 
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crease,  \mt  again  we  are  somewhat  concerned  and  maybe  alarmed  at 
the  point  you  }U3t  made. 

Senator  Helms.  If  you  will  state  for  tiie  record  the  average  price 
for  Flue-citred  tobacco,  that  would  ba  appreciated  and,  Mr.  Chairman, 
I  would  emphasize  we  are  talking  about  Flue-cured  ae  opposed  te~  - 
Burley.  We  do  have  production  of  it  in  our  State,  but  we  are  talking 
about  Fhie-cured  now. 

Take  the  last  3  or  4  years  and  give  us  the  average. 

\4r.  Little.  The  recent  average  of  Flue-cured  tobacco  is  over 
$1.05  a  pound.  I  am  referring  to  the  year  1974  as  having  an  average 
of  $1,05  per  pound.  In  1973,  it  was  88  cents  per  pound. 

Senator  Hblms.  Do  you  recall  the  figure  for  1972? 

Mr.  Little.  It  was  86.3  cents  per  pound. 

Senator  Helms.  WeU  let  ine  ask  maybe  the  chairman  or  somd 
staff  member  who  would  be  better  qualified  to  answer  this,  but  is 
there  the  competition  from  foreign  markets  in  the  Flue-cured  area 
that  exists  in  the 

No;  I  mean,  is  there  the  oompetiti<m  in  the  Burley  tobacco  from  the 
foreiim  markets  of  the  Burley  type  as  there  is  in  the  Flue-cured? 

Senator  Dole.  The  article  I  just  mentioned  indicat«a  there  is. 

Senator  Helms.  Do  you  know  the  answer  to  that? 

Mr.  Little.  Senator,  our  opinion  Would  be  there  are  area?  ot 
competition.  One  of  the  areas  we  find  competition  is  of  course  Flue- 
cured.  Agricultural  scientists  from  North  Carolina  State  UniveFaiby 
who  visited  Brazil  recently  have  related  to  ua  the  potential  Blue* 
cured  competition  as  well  as  Burley  competition. 

Senator  Helms.  Yes;  but  are  they  going  to  Burley  as  eiXteBfli<vely 
as  they  are  into  Flue-cured? 

Mr.  Little.  This  I  cannot  answer. 

Senator  Helms.  I  just  wondered  if  the  staff  maybe"tea*8. "~" 

Mr.  Casso,  We  will  get  it  for  the  record.  Senator. 

[The  following  information  was  subsequently  sapplled; "  by  ^6~ ' 
■Committee  staff,  for  the  record:] 

LEAF  TOBACCO:  WORLD  FROOUCTION  BY  KINDS,  AVERAfiE  )96»~7I,  ANNUAL  1373  AND  I9?4  > 
[InirtKionol  pouni)^ 

Kinds  \<kS^  ■  1973  >  im  ' 

fli»<ur<4 3,»M.fl  ♦,«3.9  *,B19.I 

Bwiw.- — - aiis         atu- \.mz .. 

OtniM , — --,,..- — 1,632,1  1,729,7  f,W-t 

Onct  1i|IR  Alr-cutwl  fmclu<(K  KlinrtwiUi TSt.6  K4, 1  TB.S 

0»rli»ii-cur«HndSun._ __ _ 2,312,3  2,374.9              

Saik  Ait-cutBd  (cijau) _ __ 333  I  31S.  1 


'i! 


Tour _ 9.974.6  10,669.7-  11,397.4 

I  PrnductMrn  on  tarm-silM.wtlibt  bufs,  which  Is  ibout  10  pamnl  ibom  dry  waif  ht  normill)  MpoiMdl*  tni*iUIMlK 
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FLUE-CUREO  TOBACCO:  WORLD  PRODUCTION.  BY  MAJOR  COUNTRY.  AVERAGE  I96(t-«4  AND  IKB-72,  ANNUAL  1»73 
AND  19J4  1 
(In  fnilliOHiil  paundi) 

Country  1960-61  lKB-72  '1973  ■  19T« 

UniMStatss 1,3JS.?  I.  OSS.  5  1. 1M.7  1,260.2 

CKiM. PwpM'i  RtpiAlic of __ S3B.8  1,010.1  1,366.9  1,445.0 

India 1*3.9  232.8  256.8  310.0 

CMMtt 183.7  212.9  2S1.2  258.2 

Biiai 119.2  169.6  156.1  238.1 

Japnn _.  203.9  226.1  204.0  191.8 

Kwu.  MpBktic  iX S6.1  118.S  171.6  165.9 

Rhodisu Z24.5  133.9  130.0  16S.0 

PUHlflHiitt _._ 72.1  78.2  S6.4  65.7 

Tluittld _  ..  22.9  47.2  46.0  64.B 

CkiM,  RWiblic  al  adwan) 38.4  41.4  34.6  35.0 

T»i«ifl(i _ 3.5  17.9  27.6  26.0 

MiliiKi 2.6  11.1  22.0  2X2 

2*nibit 16.6  12.1  13.7  13.7 

Otbar 333.3  S23.6  510.3  556.5 

ToW 3, 334. 7  3, 898. 9  4,403,9  4,819.1 

Tom,  ududini  Chini^  Pwiik'i  RtpuUlc  d......~  2,785.9  M88. 8  3. 037.0  J.  374. 1 


■  Sub|«t  to  revision. 

Note  Totals  compuud  on 
Ssuru:  Fnialin  Aiiricultui 


VB  dry  WBi(ht  nojrrally  re 


id  Foieign  Service  Otficeis,  re 


lesUtiiti 


>  Produdjon  on  lirm-ules-weijl 
tfci. 

■  EubjKtts  revision. 

■  Prefinilnafy. 

Note:  Totals  com  puled  on  unroun 
Source  FoFSijin  AiricuUural  Sei 


:  baiii,  whicli  is  about  10  percent  above  dry  neiiht  no 


ollicid  slatlslics  Dl  lDreiiii|overnm*nl), 
Service  Oflicefs,  resulli  oi  olncc  leioarEh. 
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Senator  Hoddleston.  I  remember  at  the  earlier  part  of  the  season, 
tiiere  was  a  good  deal  of  dissatisfaction  with  prices. 
Mr.  Little.  Yes;  there  was. 

Senator  Huddleston.  What  happened  as  the  season  progressed? 
Mr.  Little.  As  the  Flue-cured  season  progressed,  the  prices  did  im- 
prove. There  were  probably  many  factors,  Senator. 

One,  of  course,  reason  stated  for  that  in  the  beginnii^  is  the  type  of 
tobacco  on  the  stalk  that  was  being  offered.  Now  the  demand  ap- 
parently was  not  ^eat  for  this,  but  later  on  in  the  season  as  it  pro- 
gressed, we  found  it  steadily  increased  until  it  was  very  satisfactoiy. 

Senator  Huddleston.  Now,  if  the  poUtical  climate  seemed  good — if 
there  were  not  dangers  that  the  entire  tobacco  program  might  be 
destroyed — do  you  think  it  would  be  reasonable  to  increase  the  sup- 
port price  for  flue-cured? 

Mr.  Little.  Certainly  we  feel,  Mr.  Chairman,  that  it  would  be 
somewhat  feasible.  We  should  not  ignore  the  political  situation,  but 
we  do  feel  at  the  present  time  that  we  should  make  a  thorough  study 
of  the  formula,  the  3-year  movii^  average,  the  formula  we  now  have. 
We  realize  of  course  the  point  that  is  being  made,  you  know,  that  the 
cost  really  has  begim  to  rise.  Of  course,  agricultural  costs  in  1973  and 
1974  more  so  than  in  1972  did  begin  to  rise,  but  we  are  aware  that 
when  the  year  1972  is  dropped  from  the  formula  and  1975  is  added, 
we  are  gomg  to  see  a  greater  increase  reflected  in  the  formula  and 
could  come  near  approaching  the  75  percent  of  parity  or  above  that 
is  being  presented  here  this  afternoon. 

But  maybe  the  economists  might  be  able  to  point  that  out  more 
clearly. 

Senator  Huddleston.  You  are  saying  the  difference  is  worth 
taking  the  risk,  in  other  words? 

Mr,  Little.  This  is  one  of  the  main  reasons,  yes,  that  we  are  very 
much — that  we  are  very  much  concerned,  based  on  the  past  history  of 
the  legislation  and  particularly  the  antitobacco  forces  that  are  apparent 

in  this  country,  and  we  are  just  aort  of ■ 

Well,  we  do  have  the  attitude,  I  think,  that  is  most  of  our  fanners, 
that  we'd  better  let  good  enough  alone  in  1975. 
Senator  Huddleston.  Any  other  questions? 

Senator  Helms.  I  would  just  raise  a  question  for  the  record  here. 
Your  membership  covers  how  many  counties  now? 
Mr,  Little.  We  have  membership  in  all   100  counties  of  North 
Carolina,  There  are  100  organized  counties,  and  we  have  membership. 
We  have  approximately  100,000  members. 

Senator  Helms.  Do  you  think  it  is  a  fair  asseasment  that  what  j'ou 
are  testifying  to  here  today  is  acknowledged  amongst  most  of  the 
tobacco  farmers  in  North  Carolina? 

Mr.  Little.  I  would  say  amongst  most  of  them,  Senator  Helms; 
yes.  Cerlainly  there  would  oe  others  that  would  not  have  this  opinion 
and  would  not  share  this  opinion,  and  I  think  this  is  expected  and 
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anfipT^ated,  but  based  on  the  recormnetidations  that  have  come  in 
from  our  counties  thftt  hate  been  tabulated,  I  would  say  we  feel 
that  we  are  expressing  generally  the  majority  opinion. 

Senator  Helms.  Veiy  well. 

Senator  Huddlebton.  Well,  thank  you  very  much. 

Our  next  witne.ss  is  Mr.  John  Berry,  president,  Burley  Tobacco 
Growers  Cooperative  Asso(;iation,  Lexington,  Ky. 

Mr.  BeiTV,  we  are  clad  to  have  you  before  this  committee.  You 
have  appeared  here  before  and  we  are  glad  to  see  you  every  time. 

STATEMENT  OF  JOHN  U.  BEBBT,  PRESIDEBT,  BUELET  TOBACCO 
GKOWERS  COOPEKATIVE  ASSOCIATION,  LEXINGTON,  KY. 

Mr.  Berby.  Thank  you,  Mr.  Chairman.  I  am  glad  to  be  here. 

Senator  HuDOLEaxoN.  You  may  proceed. 

Mr.  Bebrt.  Mr.  Chairman,  and  gentlemen  of  the  committee,  I  am 
John  M.  Berry  from  New  Castle,  Ky.,  and  I  am  president  of  the 
Tobiicco  Growers  Cooperative  Association  of  Lexington,  Ky. 

I  appeared  here  on  December  12,  1974,  in  regard  to  this  same 
subject.  Mj'  testimony  then  was  prepared  in  written  form  and  I  do 
not  have  a  prepared  statement  today  for  two  reasons,  one  of  which 
I  will  recite,  and  that  is  that  inasmuch  as  our  position  has  not  changed 
since  December  12  with  respect  to  modification  or  amendment  of  the 
price  support  program  for  burley  tobacco,  I  ask  then  the  cwnmittee  to 
permit  me  to  file  a  copy  of  the  hearings  which  contain  my  testimony, 
beginning  on  page  67.  This  is  the  record  of  hearings  on  that  date.' 

And  I  will  call  the  reporter's  attention  to  two  corrections  that  I  have 
taken  care  of.  One  is  one  brief  paragraph  on  page  60,  which  wa.s  an 
exchange  between  you  and  me  and  which  was  badly  garbled.  I  have 
stniightened  that  out. 

[Note. — On  p.  60  of  the  tobacco  price  support  hearings,  Dee.  10  and 
12,  1974,  the  fifth  paragraph  should  have  read  as  follows:] 

Mr.  Bkrhy.  To  the  program.  And  I  don't  think  the  taxpayers  or  the  Conwt^ss 
are  gning  to  mdiilge  us  in  losses.  Att^r  alt,  we  are  not  producing  a  food,  or  a  fiber; 
and  you  gentlemen  up  here  know  better  the  situation  thtin  I  do.  But  1  know  that 
we  have  been  hearing  over  the  years  proposals  to  dLseontinue  all  appropriations. 
We  even  be&r  proposals  to  discontinue  quotas  and  discontinue  price  supports,  and 
we  are  apprehensive  about  it. 

Mr.  Berby.  Then  on  page  61,  I  indicated  in  longhand  or  by  pencil 
rather,  an  error  of  $52  million,  whereas  it  is  actaally  52  million  pounds. 

I  would  amplify  the  portion  of  my  testimony  that  I  gave  on  Decem- 
ber 12  with  reference  to  the  imports  of  foreign^jrown  burley  tobacco. 
In  that  testimony,  I  expressed  great  concern  on  behalf  uf  the  associa- 
tion that  I  represent  and  speak  for  over  the  increasing  imports  of 
foreign-grown  Burley  tobacco. 

In  1961,  the  figures  for  the  imports  of  both  Flue-cured  and  Burley 
tobacco  began  to  appear.  Previous  to  that  time,  the  importa  had  not 
been  of  sufficient  quantity  to  warrant  the  publication  of  the  figures, 
bill  in  1961,  it  showed  up  as— and  this  is  the  import  of  Flue-cured  and 
Burley — it  showed  up  as  100,000  pounds.  Then  tney  increased  annually 
by  about  100,000  pounds  until  they  reached  600,000  pounds  in  1967. 

I  See  Tnbacfo  Price  Supports,  hearliurs  l}<'[QK  tli«  Subcommlttwon  Aetlcultural  Production.  Marketlnf, 
and  9tiil>lliEBtlon  Dl  Prices o[  [he  Committee ou  Aerlcullore  and  Forestry,  U.S.  Saaate,  Dec.  lOaod  12, 1874, 
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Then  Z  called  the  committee's  att«ntioti  to  the  fact  that  for  the 
first  6  monthti  of  1974  the  figures  showed  the  importation  of  34  million 
pounds  of  Flue-cured  and  Burley  tobacco.  And  at  that  annualized  rate, 
tJie  increase  had  been  1,000  percent  in  7  years. 

\ow,  I  had  available  to  me  at  that  time  the  Btock^  reports  that  is 
the  stocks  tobacco  on  hand  in  the  inventories  of  dealers  and  manu- 
facturers, and  on  October  1,  1973,  the  stocks  on  hand  of  foreign-RrouTj 
Burley  tobacco  was  35,925,000  pounds.  One  year  later  on  October  1, 
1974,  the  stocks  on  hand  in  dealers'  and  manufacturers'  inventories 
bad  increased  to  88,353,000  pounds.  I  jui^t  received  a  few  days  ago 
the  same  report  for  January  1,  1975,  of  the  stocks  on  hand  of  foreign- 
grown  Burley  tobacco,  and  on  that  date  it  was  118  million  pound,-,. 

From  October  1,  1974,  to  January  1,  1975,  the  increase  in  the  stocks 
of  foreign^rown  Burley  on  hand  was  52  million  pounds.  Moreover, 
from  October  1,  1973,  to  January  1,  1975,  the  importation  of  foreign- 
grown  Burley  tobaccos  increased  304  percent.  It  is  increasing  progres- 
sively. 

Since  October  1,  1974,  until  January  1,  1975,  the  increase  U  30 
millioti  pounds. 

Now  it  haa  been  said  by  at  least  one  representative  of  the  buying 
interests  that  they  have  been  forced  to  import  foreign-grown  Burley 
because  of  the  shortage  here.  I  want  you  to  take  a  look  at  thir;.  Look 
at  the  figures.  The  Department  preliminary  to  setting  the  quota  for 
Surley  tobacco  for  1975  used  the  estimated  production  figuie  of  571 
million  pounds.  It  looks  like  one  can  safely  estimate  the  production 
for  the  1975  Burley  cron  at  610  million  ijounds.  The  carryover  for 
Burley  tobacco  October  last  was  1,000  and — no,  it  was  1,070  million 
pounds  or  the  total  supply,  as  the  figures  turned  out  tor  the  1975 
crop,  in  1 ,684  million  pounds  of  Burley  tobacco. 

Now  if  the  disappearance  estimated  by  the  Department  for  the 
coining  year  be  630  million  pounds,  then  there  is  on  hand  2.67  years 
supply  as  again.st  Uie  statutory  formula  of  2.75  years.  Or  in  other 
words,  there  is  a  shortage. 

If  the  anticipated  disappearance  would  be  630  million  pounds,  there 
is  a  shortage  of  eight-hundredths  of  a  year. 

Now  the  disappearance  last  /ear  was  619  million  pounds.  It  is  as 
equally  safe  to  anticipate  a  disappearance  of  620  million  pounds, 
even  though  the  number  of  pieces  have  increased  in  manutactiire. 
Senator,  because  of  the  condition  of  the  economy. 

And  so,  if  we  say  620  million  pomids  will  be  tlie  disappeaiance,  then 
that  means  that  there  is  a  total  supply  on  hand  oi  2.71  years,  or 
four-hundredths  of  a  year  shortage,  or  25  million  pounds. 

Now,  as  1  said  a  moment  ago,  the  gentlemen  in  tlie  buying  industry, 
the  manufacturing  industrj',  say  that  they  have  been  forced  to  import 
foreign-grown  Burley  because  of  the  shortage.  Well,  the  shortage  here 
piewntly,  if  there  is  one,  is  negligible,  but  let  me  cite  you  one  instance 
of  where  they  liave  imported  foreign  tobaccos  for  manufacture  in  this 
country.  Senator. 

In  about  the  early  fifties,  they  were  unporting  and  using  in  this 
country  about  68  million  pounds  of  orientalleof  and  the  figures  began 
to  move  and  they  began  to  increase.  I  wrote  e.\-Senator  Earl  Clements 
of  the  Tobacco  Instilute  a  letter  in  1967,  calling  his  attention  to  the 
fact  that  we  had  always  joined  forces  with  his  people  in  repieseuling 
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tobacco,  ftnd  I  told  hira  that  from  my  examination  of  the  figures  at 
that  time,  the  use  of  foreign-grown  oriental  tobaccos  had  increased 
100  percent. 

In  the  prewar  period,  they  used  in  the  blend  about  8  or  10  percent, 
you  see.  And,  at  that  time,  this  is  when  I  wrote  that  letter,  it  was  in 
excess  of  16  percent,  as  I  calculated  it.  And  I  said  to  him  in  the  letter 
that  iSiere  is  not  much  reciprocity  when  that  type  of  thing  is  happening. 

And  I  have  a  letter  back  from  him,  in  which  he  reported  that  Mr. 
Frank  Dryden,  who  was  one  of  his  assistants,  made  a  study  at  the 
Department  of  Agriculture  and  said  that  my  position,  or  the  claim  I 
made,  was  not  so.  Well,  gentlemen,  I  had  already  been  to  the  Depart- 
ment of  Agriculture  and  got  the  figures  and  reached  the  conclusion 
that  I  reached,  so  I  didn't  supply  any  further  figures.  I  just  left  it 
there. 

But,  why  were  they  importing  oriental  tobaccos?  Because  they 
were  cheaper,  of  course. 

liook  at  the  stock  reports  today  and  look  at  October  1  of  1974. 
Orient^  tobaccos  in  the  mventories  of  dealers  and  manufacturers  were 
at  .350  million  pounds.  On  January  1,  1975,  they  were  at  375 
million  pounds.  They  are  tapering  ofJ,  I  understand,  the  imports  of 
orientals,  because  the  price  is  rising. 

Now,  I  have  heard  a  lot  of  talk  over  the  years  about  selectivity  and 
that  we  have  to  do  this  and  we  have  to  do  that.  My  opinion  has  been, 
for  about  35  years,  that  selectivity  is  a  matter  of  attractive  price.  Now, 
what  is  the  situation  that  we  are  in  on  this  proposal,  or  rather  the 
proposals  that  have  been  made,  and  that  are  pending  before  this 
committee  for  consideration? 

I  have  received  projections,  four  of  them.  I  received  three  from  one 
source  and  the  fourth  I  received  by  a  telephone  call  from  your  office, 
Mr.  Chairman,  just  last  week.  These  projections  start  out  with  the 
cost  of  1974  at  the  then  existent  loan  rate  of  85.8,  and  under  the  3-year 
marketing  moving  average,  the  figures  show  93.2,  and  under  the  75 
percent  of  parity,  it  is  110.6,  and  under  Robert  Miller's  projection  it 
IS  95.  They  go  right  on  down  to  1980,  when,  under  the  present  law, 
the  loan  rate  would  be  $1.40  per  pound,  and  under  the  3-year  moving 
average,  it  would  be  $L44^^o  and  under  the  75  percent  of  parity,  it 
would  be  $1.55Jio,  and  under  Robert  Miller's  projection,  it  would  be 
$1.46J(o. 

Now,  if  you  present  it  to  any  average  tobacco  grower,  those  pro- 
jections, he  would  be  delighted  that  he  was  going  to  get  by  1980  the 
maximum  under  75  percent  of  parity,  $155.4  percent,  for  his  crop  of 
tobacco. 

■  Now,  those  projections,  I  am  sure,  are  accurately  calculated  or 
mathematically  accurate  but,  even  so,  they  are  of  utterly  no  worth 
because  they  are  projected  on  the  assumption  that  the  cost  of  doing 
business  and  the  coat  of  producing  are  goii^  to  continue  to  spiral, 
and  yet  thev  make  those  projections  and  it  is  used  by  the  proponents 
of  this  legisfation  to  convey  the  impression  that  this  is  what  wil!  occur 
under  one  of  those  four  plans.  They  do  it,  notwithstanding  the  fact 
that  the  topic  of  principal  national  interest  today  is  retarding  inflation. 
And,  I  feel  we'd  better  try  to  retard  it. 

They  are  going  on  the  assumption  that  the  costs  in  1980  will  be 
greater  than  in  1974  and  the  cost  in  1976  will  be  greater  than  in  1975. 
Now,  what  reason  is  there  for  assuming  that?  Are  wo  going  to  be  in- 
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timidBted  here  in  the  Coi^ess— that  is,  are  you  ^ing  to  be  intimi^ 
dated  in  the  Congress  bv  the  force  of  inflation  and  say  that  there  is 
just  nothing  we  can  do  Etbout  it? 

Well,  of  course,  if  you  don't  do  something  about  it,  then  the  costs 
will  spiral. 

Now,  foreign-grown  burley  is  coming  into  this  country  at  57  cents  a 
pound,  plus  the  import  duty  of  1\^,  cents  per  pound.  Now,  yon  all 
know  they  have  gone  to  Greece  and  Turkey  in  the  past  for  cheaper 
oriental  tobaccos.  They  will  go  to  Costa  Rica,  to  Brazil,  to  Mexico,  to 
South  Korea,  perhaps  even  to  Canada,  for  cheaper  burley  tobaccos  and 
with  what  results? 

The  etoeks-on-hand  report*  will  reflect  increasing  and  alarmingly 
increasing  quantities  of  foreign-grown  burley  tobacco.  In  a  short  time, 
maybe  just  3  or  4  years,  our  national  marketing  quota  for  burley 
tobacco  can  be  cut  in  halt,  and  then  there  will  be  crying  and  com- 
plaining about  dollar  receipts  and  the  dollar  outlays. 

Senator,  I  would  file  this  one  copy  of  those  projections  here,  if  I 
could. 

Senator    Hudolestov.    Without    objection,    so    ordered. 

[The   projected   burley    tobacco    price   support   levels   follow:] 

PRaiECTED  BURLEY  TOBACCO  PRICE  SUPPORT  LEVELS  UNDER  VARIOUS  METHODS 


3-inackatin(- 

olp 

aiil* 

Mr.  Berry.  Now,  it  was  testified  here  that  the  price  of  tobacco 
next  vear  will  be  even  better  than  it  was  this  year,  and  yet  it  is  on 
evei^-body's  lips  that  the  price  last  year  was  excellent.  Mind  vou,  Mr. 
Chairman,  if  you  will  ^  to  the  country  areas  of  Kentucky  and  into  the 
country  banks,  you  will  find  that  the  pay-off  this  past  year,  as  a  residt 
of  the  1974  crop  of  tobacco,  was  the  best  in  the  history  of  those 
country  banks. 

Now,  we  have  great  difficulty  down  at  the  Burley  Association,  and, 
in  fact,  we  simply  cannot  understand  why  there  is  the  persistent 
pressure  here  at  this  level  to  change  or  modify  the  price  support 
formula  for  tobacco.  No  one  would  complain  about  a  farmer  having 
S2  a  pound  for  his  product,  his  toil  and  his  investment  and  his  outlay, 
but  tne  consensus  is— and  we  see  it  and  hear  of  it  all  of  the  time — the 
consensus  is  that  there  are  hazards,  there  are  legislative  hazards  here. 

Indeed,  pending  before  the  Congress  now,  and  presented  by  the 
gentleman  from  Michigan,  is  a  bill  to  terminate  ail  price  supports. 
Sir.  Peyser  of  New  York,  as  I  am  sure  you  all  know,  is  strongly  against 
anything  for  tobacco  at  all. 

The  gentleman  from   Utah  likewise  opposes  tobacco,  and  is  op- 

fiosed  to  benefits.  After  I  was  here  on  December  12,  I  addressed  a 
etter  to  all  of  the  members  of  the  Kentucky  delegation  who  are 
Members  of  the  present  Congress,  and  I  said  to  them  that  we  were 
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Very  apprehensJTe  alwut  the  risks  of  opening  up  tobacco  le^station.  X 
h&d  the  courtesy  of  a  reply  from  everyone,  but  one  of  the  members  of 
tiie  delegatioo,  aad  the  repUes  were  as  foDows: 

I  share  your  concern  over  the  potentia]  dangers,  both  economic  and  pohtical, 

associ&Md  with  legislation  to  revise  the  tobacco  price  support  program. 
Another  one: 

With  the  jncreaBing  opposition  to  any  kind  of  support  programs,  it  would  be 
foolhardy  to  go  to  the  Senate  floor  with  a  program  that  is  not  generally  aceeptable- 
to  all  concerned. 

And  another,  to  whom  I  had  cautioned  in  the  letter  that  everyone- 
up  here  frton  the  tobacco  States  be  right  still  and  hope  that  the  word 
"tobacco"  is  nevw  mentioned  in  the  Confess  except  of  necessity  in 
the  consideration  of  B^cultural  appropnatjons,  and  the  reply  was 
4^at: 


And  another  says: 

I  ftppreciate  your  taking  the  time  to  carefully  set  down  your  thoughtful  and 
sane  views  regarding  the  tobacco  program.  I  am  In  complete  agreement  witli 
your  letter. 

And  another,  dated  December  30,  states: 

For  tlie  moat  part,  these  are  small  growers,  small  family  type  operations,  who- 
cannot  boast  of  a  60  cent  a  pound  production  cost  that  the  large  corporate- type 
operations  in  some  sections  of  the  state  and  the  nation  can. 

Continuing  on,  be  said: 

I  honestly  do  not  know  what  the  situation  will  be  in  the  94th  Congress,  but  if 
what  I  hear  is  true  the  House  Agriculture  Committee,  at  least,  wiD  be  strongly 
.  influenced  by  consumer  interests.  I  would  doubt  any  compelling  interest  in  or 
friendship  for  tobacco  and  the  people  who  grow  it. 

Now  then,  Kiplinger  says  that  of  the  40-member  Committee  on 
Agriculture  in  the  House  of  Representatives,  19  of  them  are  brand 
new. 

Then  I  had  this  letter,  which  was  in  response  to  a  letter  that  I  wrote 
November  26,  and  this  comment  with  reference  to  the  dangers  was 
made: 

John,  I  cannot  urge  tliiei  point  too  strongly— that  is,  the  urgency  of  getting 
legislative  action  in  the  93rd  Congress  in  preference  to  attempting  action  in  the 
94th  -Congress — for  I  am  not  at  aU  sure  that  price  support  legislation  for  tobaccO' 
will  be  favorably  looked  upon  in  the  94th  and  subsequent  Congresses.  We  shall 
aimply  have  to  take  our  chances.  The  House  Committee  on  Agriculture  is  almost 
sure  to  be  a  much  changed  institution  in  the  days  ahead.  If  we  cannot  persuade 
the  Senate  to  act  promptly  to  pas  the  House  bill  before  adjournment,  the  alterna- 
tive is  a  fiill-RCBle  debate  on  the  tobacco  price  support  program  by  a  new  House 
Agriculture  Ccmmittee. 

Now,  it  is  not  the  concern  and  fear  only  of  those  of  us  from  the 
country  board  of  directm^  down  in  Lexington,  but  there  is  concern  by 
people  up  here  in  the  Congress,  who  know  about  the  situation  and  who 
know  that  the  chances  are  serious  and  grave,  and  yet  we  persist  in  the 
effort  to  do  something  about  this. 

We  came  into  a  market  price  last  year  of  unprecedented  height  and 
next  year,  tf  we  can  produce  a  750,  770,  or  780  million  pound  crop,  I 
don't  think  we  can  anticipate,  as  was  testified  here,  prices  equal  to 
toia  year's  prices  or  greater,  and  inind  you 
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Senator  Huddlbston.  Mr.  Berry,  I  think  we  are  ninning  out  of 
time. 

Mr.  Bgbrt.  Oh,  let  me  insert  one  thing  in  that  connection.  I  didn't 
knon-  you  had  a  time  limit. 

Senator  Huddle&ton.  We  are  trying  to  hold  the  time  liniit  down  to- 
10  Diiautes. 

Mr,  BiBRY.  Oh,  I  wish  I  had  known. 

Senator  Huddleston.  It  is  all  right.  Your  testimony  has  been  very 
helpful. 

Mr.  Bekrt,  If  I  had  known,  I  would  have  been  glad  to  have- 
observed  any  limit  you  might  have  imposed, 

Xot  only  is  the  economy  declining  generally,  but  also  in  tobacco. 
Brown  &  Williamson  Tobacco  Co.  last  week  turned  out  395  ot  its- 
production  workers.  Why,  you  a^?  Because  of  saving  sales  of  their- 
products. 

Gentlemen,  we  have  a  program  and  it  is  the  best  <me  of  all  the  Bve 
that  were  pa.ssed  by  the  Congress  almost  40  years  ago.  It  is  the  only 
one  that  has  functioned  eminently.  It  has  been  a  great  success.  W'e- 
hope  you  won't  disturb  it. 

Senator  Huddleston.  Thank  you  very  much,  Mr.  Berry. 

You  are  very  persuasive,  and  the  fears  that  you  express,  I  can 
assure  you,  are  well  taken.  Those  of  us  on  the  committee  are  aware  of 
tliem.  A.S  a  matter  of  fact,  that  is  part  of  the  reason  for  this  hearing, 
namely  to  try  to  assess  our  position  both  politically  and  economically 
as  far  as  the  tobacco  program  is  concerned. 

So,  we  appreciate  your  testimony  and  your  vast  experience  in  this- 
6eld. 

Mr.  Berhy.  Thank  you,  sir. 

Senator  Hddolbston.  Out  next  witness  is  Dr.  Milton  D,  Shuffett^ 

Dr.  Shuffett,  good  to  see  you  again.  I  think  you  can  just  go  right 
ahead. 

6TAT£M£HT  OF  DE.  MILTON  D.  SHUTFETT,  FKOFEGSOX  OF  AORI- 
CCXTTIEAL  ECONOHICS,  UITIVEBSITT  OF  SEHTUCET,  LBZISOTeH,. 
KY. 

Dr.  Shuffett.  My  name  is  Miiton  Shuffett.  I  am  a  professor  of 
agricultural  economics  at  the   University   of  Kentucky. 

My  interest  in  the  matter  under  consideration  by  this  committee 
and  the  interest  of  the  institution  I  represent  stems  from  the  economic 
importance  of  hurley  tobacco  to  the  producers  and  agribusiness  in 
Kentucky.  Over  135,000  fanners  have  burley  tobacoo  quotas  in 
Kentucky. 

In  the  burley  belt  there  are  about  288,000  individual  farm  quetns. 
My  comments  will  relate  totally  to  burley  and  primarily  to  th& 
problems  of  Kentucky  burley  producers. 

For  decades  hurley  tobacco  has  been  the  most  important  cash  crop 
in  Kentucky.  In  1974  burley  producers  in  Kentuckj*  received  ap- 
proximately $460  million  from  the  sale  of  this  crop. 

The  economic  well  being  of  much  of  rural  Kentucky  is  heavily 
dependent  on  income  from  the  production  and  sale  of  burley  tobacco. 
The  averf^e  size,  topi^aphy,  and  soils  of  most  Kentucky  farins  and 
the  small  amount  of  cropland  utilized  in  burley  tobacco'  production 
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means  that  there  is  no  viable  alternative  or  replacement  for  tobacco  ■ 
as  a  source  of  farm  income  on  most  of  Kentucky's  smaller  farms.  f 

The  market  structure  for  tobacco  is  such  that  the  Congress  has,  -j 
since  1940,  recognized  the  need  for  providing  price  protection  to  _' 
growers  in  the  form  of  price  supports.  Growers  have  been  highly  in  ;' 
favor  of  the  production  control-price  support  pro-ams  in  toba(x:oas  ■^ 
indicated  by  heavy  participation  in  and  overwhelming  approval  of  the  ;' 
program  in  referendums  held  everv  3  years. 

Observations  from  working  with  grower  organizations  and  tobacco  ■''' 
farmers  in  educational  meetings  over  the  past  year  indicate  growers  "' 
have  become  increasingly  concerned  over  the  possible  price  and  income  ■- 
effects  that  likely  will  be  associated  with  a  hurley  crop  that  is  in  ^ 
excess  of  utilization.  Burley  production  requires  heavy  inputs  of  ^ 
fertilizer  and  labor,  both  of  \vhich  have  advanced  sharply  in  price  ' 
during  the  past  2  years.  '!" 

In  data  presented  to  this  committee  in  the  past  se-ssion  of  Coi^ress,  '^ 
I  estimated  a  per  pound  cost  of  jsroduction  for  burley  tobacco  in  1974  ^- 
at  93.6  cents.  Further  work  at  Kentucky  based  on  detailed  records  for  ^- 
farms  in  central  Kentucky  during  1974  showed  a  cost  per  pound  of  ?• 
$1.02  when  allotment  was  valued  at  25  cents  per  pound.  A  recent  report  i^ 
from  the  Ohio  State  Extension  Service  indicated  costs  in  1974  were  '" 
S1.02  per  pound  for  Ohio  for  burley  yielding  2,500  pounds  per  acre.        't 

The  rapidly  rising  costs  of  production  for  burley  tobacco  have  not  ■"* 
had  a  serious  impact  on  producer  incomes  at  this  time.  Diie  to  under-  '^ 
production  of  effective  quotas  by  20  percent  and  17.5  i>ercent  for^^ 
1973  and  1974  respectively,  burley  tobacco  market  average  prices  ""■- 
were  14  cents  per  pound  above  supports  in  1973  and  29.2  cents  per-i^ 
pound  over  supports  in  1974.  Had  hurley  prices  in  1973  and  1974'ai 
been  near  actual  supports,  as  experienced  i>y  burley  producers  in  most  "^ 
years  when  the  crop  is  at  or  above  utilization  levels,  the  profits  from  ^ 
burley  tobacco  production  would  have  been  drastically  reduced.  ; 

Growers  and  trade  interests  have  expressed  concern  over  the  possible --ic; 
impact  of  underproduction  over  time.  The  need  for  producing  adequate  a 
supplies  of  burley  for  domestic  and  export  markets  is  recognized  aac; 
essential.  Underjiroduction  of  quotas  by  a  total  of  about  236  millions 
pounds  for  1973  and  1974  was  related  to  unfavorable  weather  in  both'- 
years  and  to  rising  costs  of  producing  the  crop.  ^_ 

The  present  formula  for  computing  price  supports  was  initiated  for>;;- 
the  1961  crop.  The  change  to  the  present  formula  wliich  uses  the»^ 
average  of  the  3  preceding  years  of  the  index  of  prices  paid  by  farmers;  , 
was  intended  to  reliite  future  changes  in  tobacco  supports  (from  196I)e= 
to  changes  in  the  farmers  cost  of  production.  t^- 

The  formula  appears  to  have  worked  well  during  the  1960's  andti^ 
early  1970's.  From  1961  to  1968,  the  index  of  prices  paid  by  farmera=— 
increased  by  17.5  percent  and  burley  price  supports  increased  by  III*^. 

Eercent.  During  1969-72,  prices  paid  mcreased  by  15.8  percent  andn- 
urley  supports  by  13.8  percent. 

The  prob'em  of  wide  discrepancy  in  cost  and  price  support  relation-  — 
ships  began  in  1973  and  became  much  greater  in  1974.  During  the 
1972-74  period,  the  prices  paid  by  farmer  index  increased  by  32.f 
percent  while  burley  price  supports  increased  by  only  14.5  (wrcent  — 
The  impact  of  this  discrepancy  has  not  been  felt  by  farmei-s  due  tc^ 
high  market  prices  in  both  1973  and  1974  which  resulted  from  shor^B 
crops  and  increasing  utilization  of  burley. 
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However,  even  with  the  sharp  increases  in  hurley  prices  m  1973:  and' 
■again  in  1974,  tobacco  prices  nave  not  advanced  as  moch  as  prices 
for  other  major  cash  crops  produced  in  Kentucky  and  iriiirfi  compete- 
with  tobacco  for  land  and  other  resources.  This  too  has  been  a  factor 
in  underproduction. 

Increases  in  prices  of  major  cash  crops  in  Kentucky  since  1961  have 
been:  corn,  204  percent;  wheat,  118  percent;  soybeans,  246  percent; 
autl  buriey  tobacco,  73  percent.  Had  hurley  prices  increased  by  the 
fitnount  of  the  average  increase  in  corn,  Wheat,  and  soybean  prices 
from  1961  to  1974,  the  jtrice  would  have  been  $1,92  per  pound  in  1974. 

Some  concern  has  been  expres-sed  over  the  possible  impact  of 
increasing;  price  supports  on  the  possible  buildup  of  stocks  of  tobacco 
imder  price  support  loans.  The  danger  of  this  is  much  less  than  in 
previouri;  years. 

Both  barley  and  Flue-cured  tobaccos  are  now  under  proditction 
control  programs  that  are  on  a  poundage  basis.  One  of  the  important 
aspects  of  today's  tobacco  programs  is  that  they  are  in  fact  control 
programs. 

If  annual  quotas  are  related  to  supplies  on  band  and  market  needs, 
the  possibility  of  pool  stocks  build-up  to  levels  experienced  earKer 
urider  acreage  control  programs  is  remote  indeed,  particularly  if  any 
increase  in  supports  for  1975  is  such  that  support  price  is  lower  than 
the  market  average  prices  received  for  the  1974  crop,   ' 

Another  possible  area  of  risks  to  increasing  support  is  the  risk  of 
decreased  exports  of  U.S.  tobacco  and  increased  imports  of  foreign 
produced  tobacco  for  use  in  manufacturing  domestic  products. 
Certainly  price  is  a  factor  in  foreign  trade  for  tobacco. 

However,  experience  with  the  export  subsidy  program  for  tobacco 
in  earlier  years  and  devaluation  of  U.S.  ciirrency  in  recent  years 
which  tended  to  reduce  price  to  foreign  customers  indicates  that 
trade  in  tobacco  does  not  respond  appreciably  to  modest  price  changes. 
In  the  case  of  hurley  tobacco  under  the  present  situation,  the  lack 
of  supplies  from  domestic  production  appears  to  be  a  greater  threat 
to  reduced  exports  and  increased  imports  than  any  increases  in 
price  supports  that  are  less  than  prevailing  market  prices. 

It  appears  desirable  to  modify  the  level  of  price  supports  to  more 
nearly  reflect  current  costs  of  production.  Several  alternatives  could 
be  assessed  for  the  method  of  modification. 

In  1961,  it  became  the  poHcy  to  relate  price  support  cbanees  to 
changes  in  prices  paid  by  farmers  in  the  immediately  preceding  3 
years.  The  rapid  inflation  of  1973  and  1974  has  created  a  disparity 
betvreen  price  supports  and  current  costs  due  to  thfe  lag  effect  asso- 
ciated with  the  3-year  average  used. 

One  alternative  and  the  alternative  that  would  more  nearly  relate 
supports  to  prices  paid  would  be  to  replace  in  the  present  formula, 
the  3-year  average  of  index  prices  paid  with  the  index  for  the  most 
recent  year.  Such  a  change  would  result  in  price  supports  for  the 
1975  hurley  crop  at  about  $1.10  per  pound  compared  to  96  cents. 

Another  alternative  and  one  which  would  gradually  adjust  to  a 
formula  reflecting  the  most  recent  year's  experience  in  prices  paid 
would  be  to  m.ike  the  adjustment  in  two  steps  as  follows:  (I)  For 
1975,  adjust  the  present  formula  to  include  an  average  of  the  most 
recent  2  years  for  prices  paid  by  fanners.  This  would  result  in  a  support 
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rate  for  the  1975  crop  of  burley  at  $1.03;  (2)  for  the  1973  and  siic- 
ceeding'crops,  use  only  the  most  recent  yeBr's  index  of  prices  paid. 

A  sAGOOd  &lt«niativo  for  modifying  supports  would  be  to  use  thi> 
indeic  of  prices  paid  in  previous  years  witV  varying  weights  applied 
to  years  based  on  recency.  However,  moving  to  a  formula  which 
uses  mdy  the  preceding  year's  index  of  prices  paid  would  relate 
'Sup[>or4  prices  more  nearly  to  a  current  cost  of  production  basis  and 
moving  by  stages  to  this  procedure  would  reduce  the  risks  associated 
with  a -sudden  and  substantial  increase  in  supports. 

Wh«<ther  1-,  2-,  or  3-year  averages  of  the  mdex  of  prices  paid  by 
farmers  are  used  in  computing  supports,  only  small  dinerences  would 
result  in  period  when  prices  tare  relatively  9ta5>le.  The  present  problem 
of  dispanty  between  suppOTt  levels  and  coats  is  almost  entirely  related 
to  the  rapid  rate  of  inflation  in  1973,  1974,  and  likely  for  1975. 

An  adjustment  in  the  formula  to  more  nearly  reflect  grower  oostg  i:*, 
in  my  personal  judgm^t,  needed  to  insure  the  production  of  burley 
tobacco  needed  for  damestic  and  export  mariieta,  and  would  not, 
t^ain  in  my  judgment,  subject  the  program  to  risk  of  pool  stock 
buitdii^  or  the  disruption  of  foreign  mari£ets,  if  the  adjustment  is 
such  >that  prioe  supports  are  below  current  market  prices.  In  no  year 
smce  the  current  formula  was  initiated  would  the  use  of  the  index 
of  prices  paid  by  f«riaers  in  the  preceding  year  as  opposed  to  the 
average  for  the  most  recent  3  years  have  resulted  in  support  prices  that 
were  ».b  high  as  market  average  prices. 

I  appreciate  the  opportunity  to  ajipear  before  this  committee  and 
preaent  thisstatemeut. 

Thank  you. 

The  Cbajrman.  Thank  you.  I  came  in  a  little  too  late  and  didn't 
get  io  heEur  all  of  it,  but  I  did  read  the  statement  in  its  entirety.  Any 
questions? 

Seofktor  Helmb.  No,  sir. 

The  Chairman.  Weil,  then,  we  will  take  the  next  witness  out  of 
order,  inasmuch  as  he  hae  to  drive  back  to  North  Carolina. 

Our  next  witness  is  W.  K.  Corbett,  president,,  North  Carolina  NFO, 
Middlesex,  N.C. 

You  may  insert  your  full  statement  in  the  record  if  you  desire  and 
summarize  it,  Mr.  (I^orbett. 

SIAffEUEST  OF  W.  K.  COKBEIT,  FBESIQEnT,  HOBTH  CABOLIHA 
3TAII0HAL  "FAXXESS  OEOAKIZATION,  UISSLESEX,  NX. 

Mr.  OoHBBTT.  Thank  yon,  Mr.  Chairman,  and  Senators.  I  appre- 
ciate this  opportunity  to  testify. 

With  your  appro\tal,  I  will  dispense  with  part  of  my  testimony  and 
submit  it  for  the  record.  I  think  that  we  need  to  assess  this  thing  as  it 
relates  more  spe<afically  to  Flue-cured  tobacco  and  costs,  and  exactly 
what  a  support  program  is  and  what  it  means  lo  the  farmer.  So,  I 
would  hke  to  go  mto  that  portion  of  my  statement;  namely,  the  last 
poB-tioEL. 

The  original  tobacco  support  program  called  for  90  percent  of  paritj- 
support  on  tobacco.  This  was  changed  to  a  3-year  history  foimula 
that  in  no  way  reflects  the  needs  of  the  tobacco  fanner  in  1975.  The 
.problems  that  brought  on  the  change  in  the  Act  were  related  to  open 
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pounds  of  production  on  controlled  acreft^e,  new  heaTy  production 
types  of  tooacco,  and  an  overfow  in  statnlization  inventory. 

Todaj',  we  have  changed  our  production  control  to  absolut«  pounds 
and  the  stabilization  inventories  are  lower  than  they  should  be.  "Hiere 
are  many  good,  desirable  varieties  of  tobacco  being  grown.  So,  W6 
now  need  to  return  to  90  percent  of  parity  for  support,  because  this 
will  be  the  closest  related  figures  for  each  rear's  crop  Mid  would  bo 
more  realistic  for  that  year's  cost  of  production.  For  example,  90 
percent  of  parity  in  1975* is  estimated  to  be  $1.35  for  Flue-cured. 

This  would  assure  the  f annw  of  some  better  financial  situation  and 
make  tobacco  production  vital  a^ain,  because  the  farmer  would  not 
be  rimning  such  a  high  financial  nsk  on  his  annual  production, 

A  support  price  of  90  percent  of  parity  would  assure  a  full  planting 
for  the  1975  crop  and  return  stabihty  to  the  Mitire  tobacco  industry. 
Domestic  and  export  needs  would  be  met.  I  would  like  to  pmnt  OBt 
here  that  wc  are  talking  about  a  self-support  program,  because  the 
money  for  support  is  borrowed  from  local  bants  and  the  tobacco  is 
collat<>ral.  The  only  Government  involvement  is  tlirough  the  CCC,  as 
a  ffiiarantee  on  an  annual  basis. 

The  actual  cost  to  the  Government  in  25  years  has  only  bewi  about 
$42  million  and  most  of  that  occurred  in  one  3-year  period.  So,  what 
we  are  really  talking  about  is  allowing  the  tobacco  fwiner  to  set  his 
-own  support  program  at  a  more  realistic  level,  or  a  more  responsive 
formula.  Balance  of  trade  credits  through  «cports  Mid  domestic  taxes 
far  outstrip  any  program  cost  related  to  maintaining  a  wholesome 
tobacco  economy. 

The  other  itefos  I  would  like  to  read  out  of  the  testimony  are  the 
five  items  listed  at  the  end.  They  are: 

1.  The  support  price  should  retiuTi  to  90  percent  of  parity. 

2-  Any  increase  in  tobacco  allotment  recommended  by  t^eSecretaiy 
mu^t  be  approved  by  a  two-thirds  majority  <rf  thecrowers. 

3.  All  importations  of  tobacco  products  should  be  taxed  at  100 
percent  of  parity— except  the  aromatic  types. 

4.  The  1974  designation  sale  plan  be  entered  into  the  Td3acco  Act, 
Also,  no  marketing  card  be  issued  until  the  public  ducticm  market  of 
the  producer's  choice  has  been  designated  and  the  tobacco  must  be 
sold  at  the  designated  or  redesignated  market. 

5.  Remove  from  the  law  that  the  Secretarj'  of  AgricultAjre  can 
suspend  tobacco  quotas,  or  if  quotas  are  suspended  then  suppffl^ 
prices  automatically  go  to  100  percent  of  parity. 

Gentlemen,  these  are  things  that  we  feel  are  of  essential  importance 
for  tobacco  at  this  time. 

There  are  things,  in  the  testimony  that  I  did  not  read  that  would  be 
of  int^fTest  to  you.  I  have  at  the  back  possibly  the  thing  that  we  need 
to  utilize  the  most.  It  is  a  computation  of  Mr.  Joe  Chapell  of  North 
Carolina  State  University.  Mr.  ChapeU  is  a  prominent  statistician 
there — whenever  you  see  tobacco  figures  rdeased  from  there,  that  is 
where  we  get  them. 

I  have  seen  his  figures  used  by  the  North  Carolina  Department  of 
Agriculture  and  the  USDA.  In  other  wcrds,  he  is  one  of  the  real 
aruthorities  on  the  cost  of  production  in  this  type  of  stHdy.  This  par- 
ticular sheet  you  have  before  you  is  from  him.  These  are  alwolutely 
the  latest  figures  that  came  out — in  fact  he  hasn't  even  released  theee 
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I  got  '&em.  from  him  Friday,  There  are  many  notes  on  it  thut  we 
lave  made,  at  any  rate,  they  do  represent  the  latest  cost  deter- 
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Wheiiyoai  look  into  it,  you  find  m  the  final  figure  there  for  1974,  a 
eost  of  production  of  $1,646  anacre.  This  relates  to  a  2,100-pound  yield 
peracre- 

N«w,  if  a  county  or  a  farmer  produces  less  than  this,  then  his  costs, 
immediately  go  up.  My  own  county's  average  is  about  2,000  pounds, 
which  adds  basically  about  3  cents  to  the  cost  of  production. 

The  Chaisuan.  Would  you  yield  at  this  point?  Are  those  figures 
bajchidifl^  anything  for  rent  of  the  tobacco  area? 

Mr.  (SiRBETT.  No,  sir. 

The  Chairman).  Merely  an  allotment  running  with  the  land? 

Mr.  CoKBETT.  Yes,  sir,  this  is  the  raw  production  costs.  He  has  each 
item  itemized  and  he  has  substantiation  and  then  the  final  price. 

At  tlus  point,  I  would  rather  take  the  rest  of  my  testimony  in  the 
form  of  questions  and  relate  to  your  questions  more  specifically.  There 
is  a  sheet  jn  the  back  which  shows  the  North  Carolina  Department  oC 
Agriculture  is  projecting  a  tl.lO  a  pound  as  the  1975  price. 

The  Chairman.  Is  that  Flue-cured  or  burley? 

Mr.  CoHBETT.  Flue-cured. 

The  Chairman..  Does  North  Carolina  also  produce  substantial 
buriey  crops? 

Mr.  CoRBBTT.  Sir,  you  are  out  of  my  area. 

Senator  Helms.  That  is  a  relative  term,  but  we  produce  right  much 
in  the  western  part  of  the  State;  yes. 

Th«  Chairman.  Let  me  ask  you  this.  As  you  know,  tobacco  is 
important  in  my  State  also.  It  is  the  second  or  third  largest  grow  crop 
income  in  Georgia.  All  of  ours,  like  yours,  is  in  Flue-cured  tobacco.  I've 
heard  some  express  concern  that  if  we  get  the  support  prices  too  high, 
that  we  may  not  be  able  to  get  into  the  export  market. 

As  I  recall  it,  about  1  acre  out  of  every  3  of  Flue-cured  tobacco  is 
«xport;  is  that  about  right? 

Mr.  Ca680.  Yes. 

Mr.  Corbett.  Almost  half. 

The  Chairman.  Do  you  have  any  apprehension  on  that  score? 

Mr.  CoHBETT,  No,  sir. 

The  Chairman,  That  is,  do  vou  fear  that  we  couldn't  export  it?' 
And  if  we  are  exporting  half  of  U,  why  that  would  mean  the  tobacco 
acreage  would  have  to  he  reduced  about  50  percent. 

Mr.  CoHBETT.  I  am  a  firm  believer  that  if  tlie  foreign  market  did  not 
have  to  have  our  tobacco  for  blends  and  quality,  that  they  would  have 
Acquired  it  elsewhere. 

The  Chaihman.  I  see  here  it  is  about  half,  .so  you  were  correct. 

Mr.  Corbett.  Yes,  sir,  here  is  the  exact  figure, 

TTie  Chairman.  Well,  thank  you. 

Any  questions?  Senator  Helms? 

Senator  Helms.  1  think  not,  I  share  the  concern  that  was  implicit 
in  the  Chairman's  questioning  about  foreign  markets.  We  will  i-eaiiy 
go  down  the  tube  if  you  are  wrong  about  this,  though. 

Mr.  Corbett.  Sir,  if  we  have  to  grow  it  at  a  loss,  I  would  prefer 
that  tbey  bvy  it  somewhere  else;  we  were  talking  in  1974  cost  terms; 
if  y9U  will  examine  this,  in  terms  of  cost  in  excess  of  $2,000  an  acre 
of  pure  production  costs,  that  relates  basically  to  $1  a  pound  costs. 
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If  I  may  be  personal  here,  which  I  did  not  go  into  in  testimony, 
but  this  will  bring  me  to  a  financial  exposure  of  $60,000  this  year  on 
my  personal  crop. 

The  Ch-ubman.  Your  allotment  is  about  30  acres? 

Mr.  CoRBETT.  Yes,  sir,  this  year,  and  this  type  of  annual  financial 
exposure  related  to  just  one  crop,  with  only  a  small  potential  for 
profit — well,  gentlemen,  1  have  no  intention  to  plant  it  again.  The 
name  of  the  game  this  year  will  lie  to  get  it  planted. 

I  talked  to  the  county  chairman  last  night,  and  my  county  has 
completely  ceased  leasing;  this  is  the  fifth  largest  county  in  the  State. 
The  lea.se  price  is  one-half  what  it  was  last  year,  basicafly. 

The  Chairman.  What  is  the  going  rate  on  leases? 

Mr.  CoRBETT.  It  was  around  15  and  has  dropped  off  to  13. 

The  Chairman.  Dropped  off? 

Mr.  CoBBETT.  Yes,  sir,  and  everj'body  now  is  thinking  that  it  is 
going  to  be  around  10  cents. 

The  Chairman.  And  the  vield;  what  do  you  get?  Do  you  get  about 
2,000? 

Mr,  CoRBBTT.  Yes. 

The  Chairman.  So  that  is  about  $200? 

Mr.  CoRBETT.  Yes,  sir. 

The  Chairman.  What  did  it  cost  you  to  produce  your  tobacco  last 
year,  in  1974,  perpound? 

Mr.  CoRBETT.  Well,  according  to  my  figures,  Senator,  I  didn't  make 
any  money  last  year. 

The  Chairman.  Do  you  have  accurate  figures?  If  you  do,  you  are 
an  exceptional  farmer. 

Mr.  CoRBETT.  Well,  accurate  figures  on  production  costs  are  kind 
of  hard  to  determine  annually  because  of  the  escalation  of  costs. 

The  Chairman.  You  have  a  vague  idea  of  what  it  cost  you  a  pound, 
sir,  though? 

Mr.  CoHBETT,  Yes,  sir,  at  least  $1  a  pound. 

The  Chairman.  What  did  your  average  sale  price  amount  to? 

Mr,  CoRBETT.  I  was  very  close  to  the  market  average,  or  actually 
slightly  under  it.  I  would  say  it  was  around  $1 .02. 

We  are  not  mechanized  and 

The  Chairman.  Any  questions? 

Senator  Helms.  I  think  not. 

The  Chairman.  Thank  you  very  much.  We  appreciate  your  con- 
tribution to  this  committee. 

JThe  prepared  statement  of  Mr.  Corbett  follows:] 

Statement  of  W.  K.  Corbett,  President,  Nohth  Carolina  National 
Faruers  Organization,  Middlesex,  N.C. 

I  will  direct  my  testimony  to  the  most  immediate  needs  of  tobacco  production 
with  the  fewest  figures  possible.  A^  testimony  comes  to  you  as  a  lifetime  floe- 
cured  tobacco  farmer  from  Nash  County,  the  fourth  largest  tobacco  county  in 
North  Carohna.  (30  million  pounds). 

Tobacco  is  a  high  input  cost,  high  risk  commodity  and  at  today's  prices  the 
financial  exposure  of  a  tobacco  famier  is  unbelievable  and  at  1974  sales  level  of 
SI. 05  and  support  level  of  $.83,  it  ia  simply  not  good  business  for  the  famier  to 
plant  for  maximum  production,  because  in  1974  his  cost  increased  approximately 
40%  and  the  1976  cost  increase  will  be  up  at  least  25%  which  will  bring  the  cost 
of  production  to  an  estimated  $2,000  per  acre,  plus  lease  ($400).  (Cost  table  N.C. 
Stat*  University). 

If  you  will  permit  me  to  use  my  own  farm  as  an  example.  I  will  attempt  to 
Hbow  very  clearly  why  the  famier  must  be  overly  cautious  in  planhing'a  tobacco 
crop.  For  1^75  my  aUotment  will  be  60,0001bs.  (or  30  acres).  In  order  forme  tb 
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plaot  this  produetion  mj  finaocinl  exposure  (using  N.C.S.U.  flgures)  will  be 
860,000  tor  cost  of  production,  plus  Jesse  worth  of  $12,000  (20(i  per  lb.)  (4.8%  oi 
gross  worth  of  farm)  for  a  total  exposure  of  $72,000  (28%  of  my  gross  worth). 
For  this  Itind  of  risk  in  1975  the  support  price  will  be  $56,000  (gS.Sfiperlb.)  and 
the  NC  Department  of  Agriculttire  expects  the  I97G  niftrkeC  average  to  be  only 
$1.10  which  would  return  $6S,000.  Gentlemen,  aa  you  can  see  on  this  basis  I 
would  be  takiug  a  $60,000  annual  operatinR  expense  exposure  with  the  hopes  of 
making  only  $6,000  or  one  half  the  normal  lease  value  of  my  crop.  If  someone 
■should  lease  this  crop  for  a  normal  lease  of  $12,000,  then  he  could  expect  to  lose 
$6,000.  I  hope  thpse  figures  point  out  very  graphically  why  that  with  today's 
cost  of  production  and  anticipated  1975  support  price  of  ((3ti  the  tobacco  farmei 
cannot  and  will  not  make  the  vital  effort  accessary  to  piudtice  the  total  poundage 
needed  in  1975. 

I  would  at  this  point  like  to  address  myself  directly  to  the  lease  price  of  a 
tobacco  allotment.  The  lease  price  is  the  best  indicator  of  how  vital  the  fanner 
feel!:  about  planting  and  bow  much  money  he  ia  making.  The  tobacco  allotment 
quota  that  belongs  to  each  farm  and  is  protected  by  the  county  line  syBte©  W 
totally  interlocked  with  today's  tobacco  economy — the  ability  to  borrow  money, 
right  of  support  price,  tobacco  curing  bams,  machinery-,  land  suitable  for  tobacco 
production,  etc.  All  of  these  things  relate  to  the  tobacci>  quota  and  must  be 
maintained  as  a  tobacco  production  unit.  Therefore,  there  is  a  rental  figure  tikat 
relates  to  the  tobacco  quota  which  gives  the  person  renting  it  rights  to  all  or  any 
agreed  parts  of  this  tobacco  production  unit.  Quotas  whether  leased  or  owned 
represent  acceptable  collateral  in  any  lending  institution  in  the  tobacco  areas, 
and  100%  loan  ability  is  an  absolute  munt  to  finance  annual  production  cost*  of 
a  tobacco  crop,  A  tobacco  quota  without  a  lease  value  would  be  like  a  house 
without  a  rental  value.  No  financial  institution  would  finance  it  and  almcet  no 
tobacco  farmer  can  finance  himself  in  today's  inflated  economy.  So  when  the 
V.S.D.A,  and  others  criticize  the  lease  price  of  a  tobacco  quota  and  the  protec- 
tion of  county  lines  they  are  in  fact  advertising  the  destruction  of  the  tobacco 
economy  and  at  an  annual  production  cost  of  $2,000  per  aere  this  would  bring 
instant  decrease  in  tobacco  production. 

The  original  tobacco  support  program  called  for  90%  of  parity  support  on 
tobacco  and  this  has  now  been  changed  to  a  three  year  historj-  formula  that  in  no 
way  reflects  the  needs  of  the  tobacco  farmer  in  1975.  1>ie  problems  that  bmught 
-on  the  change  of  the  Act  were  related  to  open  pounds  of  production  on  cmtrolled 
Jicreage,  new  heavy  production  types  of  tobacco,  and  an  overflow  in  btiibiliiatlon 
inventory.  Today,  we  have  changed  our  production  control  to  absolute  pounds 
«nd  the  StabQization  inventories  are  lower  than  they  should  be  (100  million  lbs.) 
*nd  there  are  many  good  desirable  varieties  of  tobacco  being  grown.  So  we  now 
need  to  return  to  90%  of  parity  for  support  because  this  will  be  the  closet  related 
figures  for  each  year's  crop  and  would  be  a  more  reaUstic  for  that  year's  cost  of 
production  (90%  1975  est.  $1.34  per  lb.).  This  would  assure  the  farmer  of  some 
better  financial  situation,  and  make  tobacco  production  again  be  vital  because 
the  farmer  would  not  be  running  such  a  high  financial  risk  for  annual  production. 
A  support  price  of  90%  of  parity  would  thereby  assure  a  full  planting  for  the  1976 
•crop  and  return  stability  to  the  entire  tobiicco  industry  and  domestic  and  export 
needs  would  be  met.  I  would  like  to  point  out  here  that  we  are  talking  about  a  s^ 
■support  program  because  the  money  for  support  is  borrowed  from  local  hanks  and 
the  tobacco  is  collateral.  The  only  government  involvement  is  through  the  C.C.C. 
«s  to  guarantee  on  an  annual  basis.  T^e  actual  cost  to  the  government  in  36  years 
has  only  been  about  42  million  dollars  and  most  of  that  occurred  in  one  three-year 

feriod.  8o  what  we  are  really  talking  about  is  allowing  the  tobacco  farmer  to  set 
la  own  support  program  at  a  more  realist  level  on  a  more  responsive  formula. 
Balance  of  trade  credits  through  exports  and  domestic  taxes  far  outstrip  any 
«ost  related  to  maintaining  a  wholesome  tobacco  economy. 

Gentlemen,  we  are  vitally  concerned  with  economy  of  the  tobacco  areati  and 
mimy  of  the  small  oUotmenta  now  will  ha\'e  to  be  used  to  help  relieve  tmemploy- 
ment.  We  must  therefore  be  concerned  with  a  wholesome  tobacco  economy  and 
in  this  interest  wo  make  five  recommendations  that  need  to  be  entered  into  the 
Tobacco  Act  immediately  because  the  1975  crop  is  already  started: 

(1)  The  support  price  should  return  to  90%  of  parity. 

(2)  Any  increase  m  tobacco  allotment  recommended  by  the  Secretary  must  be 
approved  by  a  two-thirds  majority  of  the  growers. 

(3)  All  importations  of  tobacco  products  should  be  taxed  at  100%  of  parity 
(except  the  aromatic  types). 

(4)  The  1974  designation  sale  plan  be  entered  into  the  Tobacco  Act.  Also,  no 
marketlnf  caid  be  issued  tm^  the  public  auction  market  of  the  producei'a  clu>ioe 
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has  been  designated  and  the  tobacco  must  be  sold  at  the  designated  or  re-designated 
marfcet. 

-(5^  Removtf  from  the  law  that  the  Secretary  of  Aglacuiture  can  su^end  tobacco 
quotas,  or  if  quotas  are  suspended  then  support  prices  automatically  go  to  100% 
of  parity. 

1974  COST  PER  ACRE  {1975— PLUS  !S  rcRMNT) 


QuanUtKMcis 


:  1»  y*V.' 


FMIIlur  4-a-tI. 

h,15-0.M_. 


nt  niulpniant  spontlon  and  it- 
OMflMad  on  HiuipiMn)  Hid  bimi. 


im4  S  e«te«nt  of  ii»lu«    _ 

■■lUiiniBnt— to  p«rcnl  ot  valua  (bmlis  ft 

Total 

>bWmI  ta  aDgtiMnti 


1:!!sii;^';::;::::::. 

—  2« - 

.lOOpd 

!974  COST  OF  MODUCIHS  TOBACCO  ftlOD  LS/ACKO 

ItBin 

Cost, 
pound  por 

pe 

S,f 

"*^cS 

303 

14. « 

IS.  41 

SK 

M.19 

*».TZ 

'■Jg 

52,K  .... 
11. 4g 

ii.w 

'■^ 

1,^ 

S:g.. 

13.43 

tm 

10^.00 

in.  96 

I)  SbrtM  1974  (riHi  m  <lli».cire4  tun 
naiHMil  lt»  nrlth  »4tli(ftot  Hm^ 
ii  BtM  quoCa  iitt(MS«d  U  pareant.  on 


ralD  I  thus  tout  *!' 


Pi>  pound.] 

BBoquott 

Unuwd  (tuou 

EMM  wow 

U«i1.dSlal0J 

-  - '-^SSS-Sg 

90,0W,m 
nlOMBN 

\:^J&Z 

<A)  WS  iMTiM  prM  lup^rt  91,  J  Cinta. 

(B)  1974  avaraga  pric*  wMwrt  I3J  oaats, 

ici  I97S  grid*  prkt  UppO'ts  wfn  bi  d)  i  to  R  etnts. 

(D)  I97J  maitiat  BYiriia  ii  upectad  to  ba  up,  ponibly  ansad  tl-WpaCpovad. 


„Google 


714 

The  Chairman.  The  next  witness  is  Mr.  E.  W.  Kessler,  le^slative 
■director,  Kentucky  Farm  Bureau  Federation,  LouisViile,  Ky.,  ac- 
companied by  Jack  Griffith,  vice  president  of  the  Kentucky  Farm 
Bureau  Federation. 

Mr.  Griffith. 

STATEMEHT  OF  JACK  GEITFITH,  VICE  PEESIDENT,  KENTUCKY 
TARTS.  BUSEAU  FEDERATION,  HATSVILLE,  KT. 

Mr.  Griffith.  Thank  you,  Mr.  Chairman. 

I  am  Jack  Griffith.  I  am  a  farmer  and  my  business  is  prod»icing 
hurley  tobacco  and  also  I  am  vice  president  of  the  Kentucky  Farm 
Bureau.  I  have  a  ver>-  short  statement  here  that  I  would  like  to  read. 

The  Kentucky  Farm  Bureau  is  a  general  farm  organization  repre- 
senting 157,733  family  members — a  large  majority  of  whom  are 
tobacco  producers. 

The  current  method  for  computing  hurley  price  supports  is  re- 
sulting in  an  unrealistic  price  support  level  in  relation  to  production 
costs,  and  should  be  revised  this  year  to  insure  adequate  tobacco 
production  for  domestic  and  export  markets. 

The  need  for  such  a  change  was  communicated  by  Kentucky  Farm 
Bureau  convention  delegates  in  December  when  they  adopted  the 
following  resolution; 

With  the  price  support  of  hurley  tobacco  having  dropped  to  less  thanftOpercent 
of  parity  under  the  pTewcnt  3-year  moving  average  method  of  computing,  we 
recommend  that  the  formula  for  wtting  price  supports  for  tobacco  be  changed 
in  such  a  way  thai  it  would  more  adequately  reflect  the  growers'  current  cost  of 
production. 

Without  attempting  to  state  here  the  exact  percentage  of  parityi 
or  the  exact  dollar-and-cents  support  price  we  believe  to  be  proper, 
we  instead  would  stipulate  that  (1)  the  ciurent  support  level,  which  is 
below  60  percent  of  parity,  is  not  high  enough,  and  (2)  a  price  sup- 
port in  the  neighborhood  of  $1.15  to  $1.18  per  pound  for  burlev, 
which  we  understand  would  be  about  75  percent  of  parity,  would 
surely  not  be  too  high. 

Last  year's  improved  tobacco  prices  will  undoubtedly  add  incentive 
for  fanners  to  produce  their  quotas  in  1975.  However,  a  more  realistic 
price  support  level  is  needed  to  assure  growers  that  they  will  be  ade- 
quately compensated  for  the  additional  effort  and  expense  necessary 
for  increased  production  and  to  provide  additional  security  for 
growers.  Such  mcentive  is  essential  if  tobacco  is  to  be  produced  in 
amounts  sufficient  to  satisfy  the  increasing  demand  for  U.S.  produced 
tobacco  in  this  country  and  abroad. 

With  production  costs  estimated  to  continue  to  rise  in  1975,  farmers 
will  increase  their  hurley  production  only  if  they  have  coufidem^e  in 
the  profitability  of  the  crop.  They  realize  that  all-out  production  of 
quotas,  which  lias  been  called  for  by  Government  officials  and  industry 
,  representatives,  could  bring  downward  pressures  on  prices  in  coming 
vears,  and  without  realistic  support  prices,  tobacco  growers  would  not 
■have  sufficient  protection  against  loss. 

Therefore,  it  is  the  recommendation  of  the  Kenhiokv  Farm  Bureati 
Federation  that  legislation  be  enacted  to  provide  for  a  realistic  price 
support  of  $1.15  to  $1.18  for  the  1975  hurley  crop. 

Thank  you,  Mr.  Chain 
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The  Chairman.  Well,  I  congratulate  j^ou  on  the  lucidity  and 
brevity  of  your  statement. 

Mr,  Griffith.  Thank  you,  sir. 

The  Chairman.  I  thint  you  have  made  a  fine  contribution  to  the 
<7onimittee. 

STATEMENT  OF  E.  W.  KESSLER,  LEGISLATIVE  DIRECTOR,  KEH- 
TUCEY  FARM  BUREAU  FEDERATION,  LOUISVILLE,  EY. 

Mr.  Kessler.  May  I  add  a  couple  of  points,  Mr,  Chairman?  Two 
areas  have  been  referred  to  todav  and  I  think  it  should  be  noted  that 
in  o»ir  opinion  the  danger  of  piling  up  higher  surpluses  or  huge  sur- 
pluses h  not  nearly  so  great  as  has  been  stressed,  since  we  are  now 
under  a  poundage  program,  so  it  is  not  near  as  great  as  it  was  back 
when  the  fornnna  was  changed  back  in  1959  or  1960  and  we  were 
operating  under  an  acreage  control  program,  where  the  actual  control 
■of  pounds  was  much  more  difficult. 

Therefore,  we  feel  that  a  higher  price  support  level  at  this  time 
■wotild  not  give  the  dai^er  it  did  at  that  time. 

Secondly,  it  has  been  said  about  the  import  and  export  situation, 
Mr,  Chairman,  that  there  will  be  greater  imports  and  we,  too,  are 
concerned  about  the  increase  in  imports,  but  I  think  we  must  recog- 
nize that  w^e  need  to  be  equally  concerned  that  if  we  continue  to  pro- 
duce less  tobacco  than  needed,  that  the  imports  will  likely  contmue 
to  be  high  and  may  be  on  the  increase. 

As  to  exports,  well  certainly  if  we  don't  produce  sufficient  tobacco  to 
meet  the  needs  of  the  industry,  the  need  for  our  tobacco  will  dwindle. 
iVnother  thing,  Mr.  Chairman,  we  are  C|uite  frankly  more  fearful  of 
is  that  over  the  long  range  the  blends  might  be  permanently  changed 
to  use  less  hurley  and,  indeed,  less  U.S.  tobacco. 

The  Chair.man.  Well,  thank  3'ou  very  much,  gentlemen,  for  j^our 
■contribution. 

Onr  next  witness  is  Mr.  Charles  C.  Combs,  Burley  Farmers  Advi- 
sory Council,  of  Richmond,  Ky. 

>Ir.  Combs,  we  are  delighted  to  have  you  with  us. 

^ATEHENT  OF  CHARLES  C.  COMBS,  PRESIDENT,  BURLEY  FARMERS 
ADVISORY  COUNCIL,  RICHMOND,  KY. 

Mr.  Combs.  Thank  you,  Senator. 

I  am  Charles  Combs,  president  of  the  Burley  Farmers  Advisory 
Council. 

Ari  burley  growers  we  are  fully  aware  that  in  order  to  have  a  sound 
tobacco  industry  there  must  be  adequate  supplies  of  the  kinds  of 
tobacco  needed  by  our  manufacturers  and  dealers  to  satisfy  their 
needs.  But,  on  the  other  hand,  we  know  that  we  must  constantly 
guard  against  overproduction  and  burdensome  oversupplies  which 
drive  the  prices  received  by  growers  below  the  cost  of  production  and 
creates  stress  on  our  support  program. 

The  quota  for  1975  has  been  increased  by  10  percent,  making  the 
ba.sic  quota  of  660  million  pounds.  Wlien  the  undermarke tings  of  100 
million  pounds  is  added  to  the  basic  quota  the  effective  quota  oecomea 
760  million  pounds. 
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Growers  face  some\vh&t  of  a  dilemnia.  We  must  accept  our  re- 
sponsibility to  produce  enougli  burley  toljacco  t«  satisfy  demattd,  yet 
we  feel  that  the  present  price  sxipport  formula  does  not  adequately 
reflect  our  skyrocketing  production  cost  and  if  we  should  over  produce, 
the  resulting  decrease  in  prices  would  be  disastrous. 

An  adequate  support  price  at  $1.15  to  $1,20  level  would  contribute 
to  a  more  stable  price  throughout  the  markoCing  season  and  would' 
encourage  famaera  to  produce  the  needed  buriey  tobacco  to  meet  our 
demand.  This  support  level  is  in  line  with  the  prices  paid  during  1974- 
75  marketing  season  and  we  do  not  anticipate  any  buyer  resistance. 

On  behalf  of  the  Buriey  Farmers  Advisory  Council,  I  would  like  tO' 
thank  the  committee  tor  the  opportunity  of  presenting  this  stat«ment. 

The  Chairman.  Well,  thati  you  very  much,  Mr.  Combs,  for  your- 
statement. 

What  is  your  acreage  allotment? 

Mr.  Combs-  My  acreage  allotment?  I  have  about  28,000  pounds,  sir. 

The  Chairman.  What  do  you  produce  per  acre? 

Mr.  Combs.  CMi,  since  we  are  on  poundage,  I  guess  probably  aroundi 
3,000  pounds  per  acre.  We  don't  figure  as  closely  now. 

The  Chairman.  Do  vou  irrigate? 

Mr.  Combs.  No,  sir.  I  own  a  small  farm  and  rent  a  lai^e  farmi 
and 

The  Chairman.  What  does  it  cost  you  a  pound? 

Mr.  Combs.  87  cents  or  88  cents. 

The  Chairman.  What  is  your  average  price? 

Mr.  Combs.  Taking  out  marketing  price,  we  averaged  about  $1.19' 
and  it  cost  me  5  cent«  to  sell  it.  We  are  talking  about  $1.14,  Senator. 

The  Chairman.  What  do  you  estimate  this  year,  over  last  year,, 
you  will  receive? 

Mr.  Combs.  Well,  first  let  me  say  in  order  to  be  assured  of  fertilizer,. 
I  went  and  paid  for  some  and  went  to  the  bank  and  borrowed  money  at 
8J^  percent,  so  t  could  have  my  assurance  of  fertilizers,  and  that  is 
just  one  item,  sir. 

The  Chairman.  Oh,  I  see.  Well,  thank  you  very  much  for  your 
contribution  today.  We  appreciate  it,  sir. 

Our  next  witness  is  Reynolds  Bell,  vice  chairman,  Buriey  Auction, 
Warehouse  Association,  Paris,  Ky. 

STATEMENT  OP  BEYITOLDS  T.  BELI,  VICE  CHAIEMAH  OF  THE: 
BOAED,  BVELEY  AUCTION  WABEHOVSE  ASSOCIATION,  MOONX 
STEBLINO,  ET. 

Mr.  Bell.  Thank  you,  sir. 

Mr.  Chairman,  and  members  of  the  committee,  I  am  Reraolds  Bell,. 
Paris,  K^.,  vice  chairman  of  the  board,  Buriey  Auction  Warehouse 
Asaodation,  and  a  long-time  grower  of  buriey  tobacco. 

The  Buriey  Auction  Warehouse  Association  is  an  organization  of 
the  owners  and  operators  of  warehouses  selling  buriey  tobacco  in  alt 
the  ei^ht  States  of  the  Buriey  Beit:  Kentucky,  Tcnnes=iee,  Missouri, 
Vireima,  West  Vii^nia,  Ohio,  Indiana,  and  North  Carolina. 

Our  members  include  nearly  90  percent  of  all  the  buriey  warehouses 
in  the  United  States. 
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BAWA 16  Bfiarly  30  yeturs  old.  Practically  all  our  wapehousemen  are 
"tobacco  growers  and  have  raised  many  burley  crops  over  a  long  period 
of  tinie. 

We  represent  thousands  of  people  whose  income  is  created  by  our 
particular  part  of  the  tobacco  industry. 

The  burley  tobneco  price  support  program  is  a  tobacco  grower  pro- 
gram, and  the  sole  purpose  of  Ims  program  is  to  guarantee  the  grower 
a  fair  price  for  his  tobacco,  based  on  his  cost  of  production. 

If  the  erower  is  not  assured  he  will  receive  a  fair  price  for  his  crop, 
thou  the  lull  crop  will  not  be  raised  and  the  part  that  U  raised  will  not 
be  enough  to  meet  the  needs  of  the  tobacco-buj'ing  companies  and  the 
tobacco-bu>-ing  consumer  here  and  abroad. 

Btksed  on  a  lifetime  of  growing  and  marketing  burley  tobacco,  I  am 
positive  of  one  thing — and  it  wili  not  be  contradicted  here  today  or  any 
other  day — and  that  is  the  plain  and  simple  idea  that  the  only  way 
to  assure  the  farmer  a  fair  price  is  to  provide  the  farmer  a  fair  price 
support, 

1  he  present  average  price  support  is  approximately  86  cents  a  pound. 
Most  of  the  1974  burley  tobacco  crop  sold  in  my  warehouse  brought 
around  $1.21  a  pound,  and  this  was  generally  true  throughout  the 
Burley  Belt. 

This  fact,  ail  by  itself,  proves  that  the  present  price  support  is  not 
now  related  to  the  facts  of  life. 

Granted  our  price-support  program  has  been  realistic  in  past  years, 
but  today,  because  of  tne  rapid  increases  in  production  costs,  it  is  no 
longer  realistic. 

We  have  already  seen  the  basic  truth  that  the  farmer  simply  will 
not  grow  tliis  tobacco  unless  he  gets  a  fair  return  for  his  hard  work  and 
investment. 

During  its  entire  history,  the  price-support  program  has  not  lost  SI 
■on  the  resale  of  any  tobacco  taken  under  loan^  Durley  cooperatives. 

For  all  these  reasons,  the  Burley  Auction  Warehouse  Association 
strongly  recommends  tliat  the  Congress  prepare  legislation  to  establish 
an  average  support  price  for  the  1975  crop  of  buriey  tobacco  in  the 
range  ofll.lo  per  pound. 

Sir,  that  concludes  my  prepared  statement.  With  your  permission, 
I  would  like  to  make  a  couple  of  remarks,  and  also,  with  your  per- 
mission, I  would  like  to  read  one  paragraph  from  the  Lexington 
Herald,  Lexington,  Ky,,  that  I  clipped  out  of  the  paper  this  morning. 

The  Chair.man.  Vou  may  proceed,  sir. 

Mr.  Bell.  It  reads: 

Price  support  in  viewed  as  the  strongest  factor  that  could  hold  production  in 
1D75  below  the  1974  figure.  It  has  been  a  major  factor  in  growing  demands  ia 
Kentucky  and  an  increase  in  quota  has  always  been  far  down  the  list  and  the 
centrnl  Kentuckj'  growers  at  times  havp  been  heoted  in  their  arguments  for 
increased  price  sujtpnrt  and  have  threatened  to  bold  back  production,  if  it  means 
gi-tting  out  of  the  business. 

And,  if  I  may  continue  for  no  more  than  2  minutes,  let  me  say  I 
am  quite  concerned  about  our  inability  to  produce  the  needs  for  the 
trade.  Now,  I  am  confining  my  remarks  to  burley  here. 

When  it  comes  to  Flue-cured,  Senator,  my  knowledge  is  a  bit  hazy, 
but  in  the  year  of  1972  we  produced  less  than  500  million  and  in  1974 
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it  is  going  to  be  about  608  million  net,  when  the  final  figures  are  in. 
The  trade  needs  more  than  that. 

T  e  Chairman.  What  do  you  base  the  idea  that  the  trade  needs 
more  than  that  on? 

Mr.  Bell.  From  everything  I  read  and  what  they  tell  me  and  what 
I  get  from  Bob  Miller. 

The  Chairman,  You  are  talking  about  domestic  and  export  demand* 

Mr.  Bell,  Yes. 

The  Chairman.  If  your  price  gets  high,  will  your  export  demand 
deoiine? 

Mr.  Bell.  It  is  not  my  feeling  that  it  will.  Now,  I  don't  want  to  see- 
the .price  get  entirely  out  of  line;  no.  It  is  not  my  feeling  that  the 
export  demand  will  decline,  though. 

Now,  we  are  exporting  what  now?  We  are  exporting  about  60 
million  pounds  of  Burley.  Joe,  is  that  right? 

STATEMENT  OF  DB.  BOBEST  H.  UILLEB,  COMUOSITT  ECONOMICS 
DIVISION,  ECONOMICS  RESEARCH  DIVISION,  ir.S.  DEPARTMENT 
OF  AQEICULTURE 

Mr.  Miller.  About  83—1973-74,  I  think  for  Bitrley. 
The  Chairman.  With  what  production? 
Mr.  Miller.  Production  was  584  m  1'974. 

The   Chairman,   In  other  words,   about  20  percent  of  domestic 
production  is  exported  on  Burley? 
Mr.  Miller.  This  is  on  Burley. 
The  Chairman.  And  about  50  percent  on  Flue-cured? 
Mr.  Miller.  Yes. 
The  Chairman.  You  may  proceed. 
Mr.  Bell.  Our  Burley  export  has  been  increasing,  even  with  the 

Srice  rise,  in  the  last  couple  of  years,  so  I  don't  think  the  price  will 
eter  our  export. 

It  has  been  said  that  we  are  importing  too  much  burley.  Of  course, 
we  are  importing  burlej'.  If  we  can't  supply  the  needs  of  our  processors 
and  manufacturers,  tiien^ 

The  Chair-man.  How  much  burley  are  we  importing? 

Mr.  Bell.  I  wish  I  could  give  you  that  figure. 

The  Chair.mak.  Is  there  any  arithmetic  on  that? 

Mr.  Casso,  We  will  supply  it  for  the  record,  Mr.  Chairman, 

[The  following  information  was  subsequently  supplied  for  tlie 
record :] 

BURLEY  AND  FLUE-CURED  TOBACCO,  QUANTITY  AND  VALUE 

Quintitv 
Fiscal  yaaii—  (pounds)  Valu< 


Burlmr  and  FlutKiurBd: 

2S8,IMn 
i.  m.  000 
12, 471,  OOO 


Hirlay  and  FlM.cured: 
1*65.. _ __ 


1965 47,agl,0t«  37,132,000 

19?J H.U3,000  6Z.*S1,0(I0 

1974 _ 67,743,000  90,723,000 

Flue-cu«d : 

1965 ___ _ 37!,  743, 000  312,  MS,  000 

1973 _ _ 392,24S,000  490,721.000 

1974. ._ 44B,9M,000  618,468,000 
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The  Chairman.  Do  yovi  know  wliere  it  is  comii^  from? 

^Ir.  Bell.  Various  places. 

The  Chairman.  Which  nations,  specifically? 

Mr.  Bell.  1  wouldn't  attempt  to  tell  you  where,  but  various  coun- 
tries I  know,  and  I  am  concerned  about  that.  And  if  we  don't  supply 
the  trade,  our  good  processing  companies  are  going  to  find  that  tobacco 
somewhere  else,  because  the  demand  for  cigarettes  is  increasing  and 
it  is  going  to  increase  again  in  1975  by  4  to  5  percent. 

Il  has  Deen  said  that  we  can  produce  a  crop  of  750  million  pounds 
plus,  but  we  can't  do  that.  Wc  don't  have  the  facihties.  We  don't 
think  we  can  do  that  again.  We  may  have  done  that  in  the  past,  but 
not  this  time. 

But,  we  can  produce  a  crop  of  650  million  pounds  and  that  will 
satisfj'  the  trade  pretty  well,  if  we  are  given  the  encouragement. 

I  realize  that  there  is  some  danger  m  attempting  to  get  tobacco 
legislation,  but  I  am  willing  to  take  that  chance  and  I  am,  of  course, 
sure  that  you  folks  here  can  weigh  that  danger  and  act  accordingly. 

The  Chairman.  Well,  we  appreciate  very  much  your  testimony 
and  your  conclusions  and  your  confidence  in  the  Committee. 

Our  next  witness  is  S.  T.  Moore,  vice  president,  Virginia  Farm 
Bureau  Federation,  Richmond,  Va. 

STATEMEKT  OF  S.  T.  MOORE,  JB.,  VICE  PHESmENT,  VIEGINIA  FAEM 
BUREATT  FEDEBATIOH,  RICHUOHB,  VA. 

Mr.  Moore.  Thank  you,  Mr.  Chairman.  I  appreciate  this  oppor- 
tunity of  appearing  here. 

My  name  is  S.  T.  Moore,  Jr.,  of  Mocklcnbui^  County  in  Viiginia. 
I  own  and  operate  a  1,200-acre  tobacco  and  livestock  farm. 

I  have  been  actively  engaged  in  tobacco  farming  since  1945.  I  am 
presently  vice  president  of  the  Vii:ginia  ^arm  Bureau  Federation  «nd 
chairman  of  the  Viiginia  Farm  Bureau  lluc  Cured  Tobacco  Advisory 
Committee. 

I  appreciate  this  opportunity  to  appear  before  you  today  to  express 
the  viewpoint  of  the  Virginia  "Farm  Bureau  and  the  vast  majority  of 
tobacco  growers  in  Virginia  on  National  tobacco  legislation. 

In  summary,  I  would  like  to  first  state  that  I  honestly  believe— I 
mean,  our  Flue-cured  tobacco  committee  believes  that  the  average 
producer  in  our  State  wants  as  high  a  net  income  as  possible  from  his 
crop  of  tobacco.  And  in  arriving  at  that  highest  net  possible  income,  I 
think  he  is  considering  some  of  the  following  facts,  along  with  the 
following  recommendations. 

I  believe  the  lai^e  majority  is  of  the  opinion  that  we  should  con- 
tinue with  our  present  production  control  and  price  support  program. 
He  also  feels  that  tobacco  should  be  treated  in  separate  legislation, 
apart  from  the  general  farm  program. 

The  Chairman.  Why? 

Mr.  Moore.  Well,  because  he  feels  that  it  shouldn't  be  subjected — 
that  is,  he  feels  it  should  not  be  opened  up  as  often,  probably,  as  it 
is  and 

The  Chairman.  You  know,  -with  only  4  percent  of  the  American 
people  fanning  now,  and  if  you  isolate  your  agricultural  commodities 
one  group  at  a  time,  you  might  get  knocked  ofT  entirely.  If  we  could 
pool  our  forces,  wc  might  have  more  strength  at  the  bridge. 
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Mr.  Moore.  You  mav  have  something  there,  Senator,  We  feel 
tobacco  contributes  very  heavily  to  America's  favorable  exports  and 
especially  to  the  balance  of  payments,  and  we  think  that  is  important 
to  consider. 

One  thing  that  we  are  concerned  about  is  the  possible  fact  that — 
well,  we  want  tobacco  to  be  permitted  to  participate  in  any  export 
program  on  the  basis  of  any  other  agricultural  commodity.  In  other 
words,  if  Government  funds  are  used  to  aid  in  the  export  market 
development  of  other  conmiodities,  we  would  like  the  same  for 
tobacco. 

The  Chaibman.  I  think  that  is  authorized  by  the  law  now,  if  my 
memory  serves  me  correctly. 

Mr.  Moore.  Yea,  sir,  and  since  we  do  export  apj)roximately  50 
percent  of  our  production,  Senator,  we  are  concerned  with  what  effect 
price  support  levels — well,  in  other  words,  a  guaranteed  price  would 
have  on  the  purchasing  plaos  of  our  foreign  customers. 

Again,  I  would  say  that  in  making  the  final  decisions,  we  would  like 
to  take  into  consideration  what  effect  it  might  have  on  the  long-raoge 
effect  on  the  net  income  to  our  tobacco  growers  and— — - 

The  Chaihman.  Let  me  ask  you  this.  What  is  your  allotment,  Mr. 
Moore? 

Mr.  MooRB.  My  allotment  for  this  year  is  approximately  23  acres. 
I  expeet  to  grow,  -by  way  of  lease,  a  total  of  35  to  40  acres. 

The  Chairman.  What  was  your  cost  of  production  per  pound  last 
year? 

Mr.  Moore.  Senator,  my  records  are  jiot  good  enough  to  tell  you 
exactly.  I  would  say  my  cost  is  under  90  cents. 

The  Chairman.  What  was  your  average  price  received  per  pound? 

Mr.  Moore,  The  average  price  was  about  $1.05. 

The  Chairman.  You  are  an  efficient  producer.  Do  you  irrigate? 

Mr.  Moore.  Yes,  air. 

The  Chairman-.  Every  acre? 

Mr.  Moore.  Yes,  sir. 

The  Chairman.  What  is  your  yield  per  acre? 

Mr.  Moore.  Oh,  about  2,300  to  2,400  pounds. 

The  Chairman.  Well,  thank  you  very  much.  We  appreciate  your 
eontribution. 

Mr.  Moore.  I  appreciate  the  opportunity  to  ^peak  here. 

[The  prepared  statement  of  Mr.  Moore  follows:] 

Statement  of  S.  T.  Moobe,  Je.,  Vice  Fbegident,  Vibqista  Fahm  Bukeau 
Federation,  BiCBMONn,  Va. 

My  name  is  S.  T.  Moore,  Jr.  of  Mecklenburg  County  in  Virginia.  I  own  and 
openite  a  1,200  ucre  tubacco  und  livestock  form.  I  have  been  actively  engaged  in 
tobacco  farming  since  194-5.  1  am  presently  Vice  President  of  the  Virginia  Farm 
Bureau  Federntion  and  Chairman  of  the  Virginia  Farm  Burenu  Wue  Cured 
Tobacco  Advisory  Committee. 

I  appreciate  this  opportunity  to  appear  before  you  today  1^  express  the  view- 
DoinlD  of  the  Virginia  FarcQ  Bureau  and  the  vast  majority  of  tobacco  growers  in 
Virxinia  on  national  tobacco  leginlation. 

Tobiicco  is  the  largest  cash  crop  in  Virginia  amounting  to  $122  million  in  1073. 
It  is  of  vital  economic  significance  to  growers  and  indu^'t^y  in  Virginia. 

We  recommend  that  the  present  price  support  and  production  contnil  programs 
be  continued.  PnKiucers  through  the  year.''  have  made  adjustments  to  keep  supply 
and  demand  in  balance.  Flue  cured  toitacco  growers  supported  the  change  to  a 
poundage  basis  in  1072.  Since  the  cost  of  supporting  the  price  of  tobacco  is  reported 
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tf^  be  l^sa  than  1%  of  the  total  cost  of  M  goveranieiit  commodity  price  sufiports, 
the  prevent  program  has  proven  to  he  very  succeestul.  When  you  consider  that 
local,  stttt«  and  federal  governments  "takfe  in"  about  five  times  as  much  tal  on 
tobacco  aa  the  grower  receives  ffom  producing  hia  lirop,  the  best  of  the  pric*  sup- 
port program  is  Insignificant.  Tobacco  is  a  unique  erop  since  it  baa  no  subfltitute 
and  doea  not  compete  witii  another  commodity;  we,  therefore,  believe  the  present 
separate  legislation  is  necessary  to  continue  a  viable  tobacco  industry. 

^!uch  discussion  has  been  surfaced  regarding  the  formula  by  which  the  price 
i^iipport  level  for  tobacco  is  detelmined.  We  believe  the  present  formula  should 
1>e  retained  until  a  thi:)rough  study  can  be  made  to  determide  whether  changes 
»boukl  be  made  to  provide  a  level  more  in  keeping  with  current  economic  con- 
dilioos.  The  present  three  year  average  formula  does  reflect  increase  costs  to 
the  producer  having  the  effect  of  stahiliiing  price  and  allowirg  American  tobacco 
to  be  competitive  with  foreign  tobacco.  The  parity  basis  was  abandoned  in 
1939  in  favor  of  the  present  three  year  formula  due  to  the  fear  that  American 
tobacco  would  be  priced  out  of  the  world  market. 

At  this  time,  I  would  like  to  commend  the  U.S.  Department  of  Agriculture 
for  the  innovative  and  orderly  grower  designation  plan  during  the  past  marketitig 
«^3on  on  flue-cured  tobacco  markets.  The  grower  designnfion  plan  Is  almost 
itnsnimouslr  accepted  by  the  total  Flue-oured  Tobacco  Industry.  We  hope  the 
Tobacco  Advisory  Committee  that  makes  recommendations  for  the  grower 
designation  plan  will  continue  at  the  present  ratios  of  growers,  warehousemen, 
and  company  representatives  and  that  recommendations  for  appointment  be 
made  by  the  same  organizations. 

Turning  to  world  trade,  agricultural  commodities  are  the  major  contribution  to 
a  more  favorable  balance  of  payments  for  the  United  States.  Tobacco  ranks  third 
to  fourth  largest  of  all  agricultural  exports  each  year  and  in  1974  contributed 
f  jvorably  approximately  one  billion  dollars  to  the  balance  of  payments.  Tobacco 
growers  collectively  are  engaged  in  e^tport  promotion  to  expand  markets  and 
increase  sales  of  American  tohncco  abroad  which  should  improve  the  U.S.  balance 
of  pa>inents.  We,  aa  tobacco  growers,  request  that  government  programs  geared 
to  expansion  of  markets  treat  tobacco  equally  with  other  commodities  in  the 
participation  and  development  of  these  overseas  markets.  In  the  past  evidence 
exists  tnat  U.S.  aid  has  been  used  by  underdeveloped  coutitrjes  to  develop  tobacco 
that  competes  with  U.S.  tobacco.  Tobacco  growers  oppose  the  use  of  U.S.  money 
to  encourage  production  of  tobacco  in  these  foreign  countries. 

In  conclusion,  the  majority  of  tobacco  growers  are  satisfied  with  the  present 
national  tobacco  prosraras  and  hope  that  you  wiU  utihze  your  wisdom  to  continue 
these  programs  untilthe  tobacco  industry  is  convinced  that  more  workable  pro- 
grams are  feasible. 

The  Chaibm.\n.  Our  next  witneas  is  Mr.  S.  J.  Stokes,  Jr.,  of  FHvette 
County,  Ky. 

STATEMENT  OF  S.  J.  STOKES,  JK.,  DIRECTOR,  COUHCIL  FOR  BUELET 
TOBACCO,  lEZnrOTOH,  ET. 

Mr.  Stokes.  Yes,  sir.  I  am  S.  J.  Stokes,  Jr.,  of  Fayette  County, 
Ky.,  and  am  a  tobacco  fanner  and  a  director  of  the  Council  for  Burley 
Tobacco,  and  on  behalf  of  tbe  council,  I  woidd  like  to  thank  the  com- 
mittee for  the  opportunity  of  presenting  this  statement.  I  would  like 
to  read  the  statement. 

The  Chairman.  Proceed. 

Mr.  Stokes.  The  membership  of  the  council  is  composed  of  rep- 
resentatives from  the  followifig  burlev  tobacco  organizations:  Trie 
Kentucky  Farm  Bureau  Federation ;  I^ational  Farmers  Organization 
of  Kentucky;  the  BuHey  Farmers  Advisory  Council;  the  Burley 
Tobacco  Leaf  Dealers  Association;  Burley  Auction  Warehouse 
Association;  three  Kentucky  tobacco  farmers  elected  at  lai^e;  and 
members  at  large  from  Ohio  and  Indiana. 

The  purpose  of  the  council  is  to  represent  the  mutual  interests  of 
i\\  segments  of  the  burley  tobacco  industry  in  the  development  of 
47-10»— 75— pt  2 11 
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effective  programs,  adminigtrative  policies  and  legislation  designed 
to  meet  the  changing  needs  of  this  industry.  I  have  been  instructed 
by  John  Logan,  president  of  the  Council  for  Burley  Tobacco  to  appear 
here  to  present  the  views  of  the  council,  adopted  by  a  majority  vote, 
on  the  issue  of  price  supports  for  burley  tobacco.  The  council  supports 
legislation  that  would  produce  a  price  support  le\'el  of  between 
SI. 15  and  $1.20  a  pound  for  the  1975  crop. 

As  early  as  last  taU,  the  council  could  foresee  the  need  for  an  adjust- 
ment in  the  price  support  formula  to  more  adequately  reflect  pro- 
duction cost  in  order  to  get  the  needed  tobacco  grown.  We  at  that 
tune  began  to  take  necessary  action. 

Throughout  the  1960's  tfte  formula  for  computing  price  supports, 
which  is  based  on  the  average  of  the  3  preceding  years  cost,  served 
fairiy  well  in  keeping  price  supports  in  line  with  production  cost.  But 
begiiming  with  1970,  the  price  support  level  failed  to  keep  pace  with 
production  costs.  For  example,  from  1973  to  1974  production  cost 
increa.sed  by  32.6  percent,  while  the  support  level  increased  by  only 
14.5  percent. 

There  has  been  much  concern  about  getting  enough  tobacco  pro- 
duced to  meet  the  demands  of  the  market,  and  at  one  time,  there  was 
even  talk  of  terminating  quotas  if  so-called  adequate  production  could 
not  be  accomplished  otherwise. 

In  all  of  the  discussions  in  which  we  liave  engaged,  one  fact  was 
made  clear:  that  unless  the  price  was  more  favorable  growers  of  burley 
tobacco  were  not  likely  to  increase  production. 

In  summarj',  the  Council  for  Burley  Tobacco  feels  very  stronglj'  that 
if  we  are  to  get  the  tobacco  grown  to  meet  the  needs  of  our  domestic 
companies  and  to  have  tobacco  available  for  export,  it  is  imperative 
that  the  support  level  be  increased  to  a  level  of  betwe-en  $1.15  to  $1.20 
per  pound. 

On  behalf  of  the  Council  for  Burley  Tobacco,  I  would  like  to  thank 
the  committee  for  the  opportunity  of  presenling  this  statement. 

I  would  like  to  add  one  more  point.  Some  witnesses  have  mentioned 
the  export  market,  and  I  would  like  to  make  this  observation. 

During  the  last  2  veors,  I  might  say  that  the  export  trade  was  a 
determining  factor  of  how  high  our  price  went.  For  example,  in  the 
year  before  last,  the  market  went  to  $1,05  mainly  because  of  the 
export  market,  and  when  they  quit  purchasing  on  our  market,  the 
price  went  down. 

The  same  thing  happened  this  past  year,  when  the  price  went  to 
81.21.  When  the  foreign  buyers  left,  the  price  went  down. 

The  CH.4IBMAN.  I  think  that  was  true  of  Flue-cured  also.  How  much 
tobacco  do  you  produce? 

Mr.  Stoker.  About  40,000  pounds. 

The  CH.41RMAK.  How  many  acres? 

Mr.  Stokes.  1  would  sav  roughly  about  15. 

The  Chairman.  Then  close  to  almost  .3,000  pounds  per  acre? 

Mr.  Stokes.  Yes,  sir. 

The  Chairman.  Do  you  irrigate? 

y'r.  Stok£s.  Yes,  sir;  but  1  didn't  last  year. 

The  Chairman,  What  «as  your  cost  of  production  per  pountl? 

Mr.  Stokes.  J  would  say  roughly  about  90  rerts. 

The  Chaikma.n.  What  was  your  average  price  received? 

Mr.  Stokes.  Anywhere  from  $1.15  to  $1.21. 
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The  Chairman.  What  is  your  best  estimate  as  to  how  much  the 
increased  cost  of  production  will  be  in  1975  over  1974? 

Mr.  Stokes,  Truthfully,  I  am  scared   to  say  because  I  haven't 

Eurchased  my  fertihzer,  I  haven't  been  lucky  like  some  people.  We 
ave  mentioned  fertilizer,  but  our  labor  cost  is  what  is  really  eoing  up. 
We  don't  have  the  labor  available,  and  I  am  thinking  our  labor  costs 
are  a  whole  lot  higher  than  Flue-cured  labor. 

The  Chairman.  How  do  you  get  your  labor?  Do  you  farm  on  shares 
or  under  wages  or  what? 

Mr.  Stokes.  Farmers  steal  from  their  neighbors  and  we  are  getting 
more  women  involved  in  our  labor. 

TW  Chairman.  The  cost  for  that  is  high? 

Mr.  Stokes.  Yes. 

The  Chairman.  Getting  labor  of  any  kind  its  difficult. 

Mr.  Stokes.  It  is  very  difficult. 

The  Chairman.  That  is  also  tme  in  Georgia. 

Well,  thank  you  verj'  much,  and  we  appreciate  vour  contribution, 
Mr.  Stokes. 

The  ne.\t  witness,  and  final  witness,  is  Mr.  James  Gilles,  a  farmer 
from  Owensboro,  Ky. 

STATEMENT  OF  lAHES  GULES,  OWEHSBOBO,  ET. 

Mr.  GiLLEs.  Mr.  Chairman,  I  am  James  Gilles  and  am  a  farmer 
from  Owensboro,  Ky,  I  produce  both  Burley  and  Dark  air-cured 
tobacco  on  my  farm. 

The  Chairman,  What  is  the  difference  between  the  two? 

Mr.  Gilles.  One  you  smoke  and  the  other  you  chew. 

The  CHAijtjtAN.  I  know,  I  have  some  here. 

Mr.  Gilles.  Well,  being  last  on  the  list  here  for  the  committee  to 
hear  today,  1  giless  1  have  a  very  short  statement,  and  so  I'll  read  it. 

As  a  lobaccQ  grower,  I  am  convinced  that  the  support  price  foi  both 
Burley  and  Dark  tobacco  must  be  increa-sed  for  farmers  to  afford  Jp 
continue  to  raise  the  tobacco  needed  by  the  industry. 

With  support  prices  at  theii'  present  level,  one  large  crop  (»uld 
drive  the  price  of  toba<xo  below  tne  cost  of  production. 

Therefore,  I  urge  jou  to  amend  the  present  law  in  such  a  way  that 
the  support  price  for  Burley  tobacco  will  average  in  the  neighborhood 
of  $1.12  to  SI. 20  per  pound  for  the  1975  crop.  I  also  rrconimend  th&t 
the  Dark  tobacco  support  price  be  increased  in  the  same  proportion 
as  Burley. 

The  Chairman.  You  are  certainly  not  a  verbose  man,  Mr.  Gilles. 
I  compliment  you  for  that.  I  have  always  thought  you  should  not  use 
two  words  when  one  will  do  the  job. 

Wliat  size  allotment  do  you  have? 

Mr,  Gilles.  About  22  acres. 

The  Chair.\ian.  What  is  your  average  yield  per  acre?  \Miat  was  it 
last  3-ear? 

Mr.  Gilles.  Around  2,400  pounds. 

The  Chairman.  Do  you  irrigate? 

Mr.  Gilles.  Mostly,  yes;  but  not  all. 

The  CiiAiRMAX,  What  was  your  cost  of  production  per  acre  last 
year,  per  pound  last  year? 

Mr.  Gilles.  Between  85  and  90  cents. 
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The  Chairman.  What  did  you  receive  as  aTerage  price? 

Mr.  GiLLGS.  Take  home  was  about  $1.14. 

The  Chairman.  What  is  the  average  allotment  on  Buriey  in  the 
State  of  Kentucky? 

Mr.  GlLLES.  In  the  Stat«  of  Kentucky? 

The  Chairman.  I  looked  at  it  several  years  ago,  and  it  was  about 
sis-tenths  of  an  acre. 

Mr.  Casso.  It  in  on  a  pound  basis,  sir. 

Mr.  GiLLEs.  Yes;  on  pound^e,  yes. 

The  Chairman.  Is  that  on  both? 

Mr.  Casso.  On  Flue-cured  it  is  acre-poundage,  but  Buriey  is 
poundage. 

The  Chairman.  What  is  the  average  poundage  allotment  in  Ken- 
tucky. Do  you  have  the  arithmetic  on  that? 

Mr.  Cas.so.  No. 

Mr.  GiLLES.  I  would  say  800  pounds. 
,  The  Chairman.  So,  it  is  about  one-third  of  an  acre? 

Mr.  GiLLEs.  That  is  about  right. 
■  The  Chairman.  NoU-,  do  raost  of  those  very  small  producers  how 
leaf  it,  or  do  they  still  raise  that  one-third  of  an  acre? 

Mr.  GiLLES.  If  a  farmer  was  raising  the  one-third  of  an  arre,  his 
family  would  raise  it.  I  would  say  the  majority  are  still  doing  it. 

The  Chairman,  Still  doing  it? 

Mr.  GiLLBS.  Yes,  sir. 

The  Chairman.  In  Georgia  there  was  a  definite  trend.  We  once  had 
an  allotment  and  we  produce  only  Flue-cured  in  my  State  and  there 
ia  a  little  twist  tobacco  produced  in  the  mountain  areas  of  Geoi^ia. 
I  think  most  of  them  raise  it  for  their  own  consumption,  or  maybe 
the  consumption  of  their  friends  or  neighbors,  but  at  one  tim*  the 
average  allotment  oh  Flue-cured  in  my  Stat«  was  something  in  the 
neighborhood  of  an  acre,  but  most  of  them  now  leaf  that. 

Thoy  have  gotten  to  the  point  where  it  is  uneconomic  to  produce 
such  a  small  allotment,  You  have  no  trend  like  that  in  Kentucky? 

Mr.  GiLLES.  Some,  yes;  but  the  majority  still  raise  it. 

The  Chairman.  Most  of  them  are  very  small  allotments,  I  guess, 
and  they  raise  a  combination  of  crops  and  have  some  com,  some  cows, 
sonie  chickens,  some  hogs,  various  things,  and  hurley  is  just  en  sdded 
increment  to  the  gross  farm  income;  is  that  right? 

Mt.  Gilles.  That  would  be  in  my  area  in  western  Kentucky;  yes. 
'The  Chairman.  And  your's  ia  the  hill  country? 

Mr,  Gilles.  No,  sir. 

The  Chairman.  It  is  flat  country? 

Mr.  Gilles.  Yes,  sir,  Owensboro  is  a  very  diversified  area,  that  is 
where  Senator  Ford  is  from. 

The  Chairman.  Well,  thank  you  very  much,  Mr.  Gilles. 

I  have  statements  of  Representative  Peter  A.  Peyser  from  the  23d 
Distrfct  of  New  York;  Fred  W.  Vbigt,  chairman  of  the  Georeia 
Agricultural  Commodity  Commission  for  Tobacco ;  Wendell  P.  Butler, 
commissioner  of  agriculture,  Frankfort,  Kv. ;  Herman  A.  Propst, 
chairman,    Texas   Association   of    Cotton    Producer   Organizations; 
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Golden  R,  Canady,  Ohio  Farm  Bureau  Federation,  Inc.,  and  J.  Wayne 
Gri^s,  president,  Tennessee  Agricultural  Council,  which  I  wouhj 
like  placed  in  the  record  at  this  point. 
[The  statements  follow:] 


Mr.  Chairman  aod  members  of  the  Agriculture  Committee,  I  camiot  over-em- 
phasiie  the  importance  of  these  hearings  to  review  all  esJating  agricultural  prot 
grains  and  hopefully  update  and  revitahze  maay  of  them. 

It  is  particularly  appto]»natc  that  these  hearings  are  being  held  at  a  time  of  a 
world  food  shortage  when  nations  are  haally  gaining  an  awareness  that  they  must 
work  together,  for  the  mutual  benefib  of  all,  if  we  as  a  civilizatioQ,  are  to  survive. 
No  nation,  rich  or  poor,  has  the  right  to  remain  "agriculturally  exclusive". 

Poor  nations,  of  course,  must  import  essential  agricultural  products  from  abroftd 
and  at  the  same  time  make  an  effort  to  develop  their  own  laiod  for  harvesting,  liiey 
must  channel  their  manpower  and  technology  toward  advancing  domestic  t^i- 
cidture  and,  through  education  and  r«-o¥4ered  priorities,  curb  their  population 
growth. 

Tbe  wealthy  nations  also  have  an  obhgation  to  take  stocl;  of  their  resources  and 
reevaluate  national  goals.  They  must  rekindle  the  emphasis  toward  agricultural 
ETOwth  and  incieased  productivity  i^hich  has  been  doriqaiit  for  years.  We  in 
America  should  take  a  particularly  long,  hard  look  at  the  a^^cultural  sector  of 
our  economy.  How  far  have  we  come?  Where  are  we  headed?  What  are  our  obliga- 
tions domei^tically  and  internationally? 

We  must  begin  by  re-appraising  all  of  our  existing  agricultural  programs  which 
protect  and  encourage  the  growing  of  non-food  items  and  programs  which  restrict 
production  throuf;h  an  intricate  system  of  allotments  and  quotas. 

With  thU  in  mind,  I  find  it  astounding  that  even  in  recent  years  \ye  have  con- 
tinued to  expand  our  tobacco  acreage.  Since  1972  the  acreage  util^ied  for  tpbacco 
production  in  America  has  increased  by  more  than  100,000  acres;  from  842,000  to 
962,000  in  1974.  I  have  been  a4vised  that  in  1975,  the  allotment  wiU  probably 
eiceed  one  million  acres — enough  land  to  produce  28,000,000  bushels  of  soybeann. 
As  unreasonable  as  it  seems  to  continue  to  utilize  one  million  acres  for  tobacco 
production,  it  seems  even  more  absurd  to  have  a  government  price  support  pro- 
gram to  enhance  the  price  to  producers.  I  have  been  advised  that  in  1975  the  price 
support  level  will  be  increased  by  12%  over  the  1971  support  level.  This,  at  a. 
time  when  buripy  and  flue  cured  tobapco  are  selling  at  record  prices.  By  maintain- 
ing these  high  minimum  price  levels,  the  government  is  in  fact  encouraging  the 
production  of  tobacco  over  food  products.  Why  would  anyone  ^w  an  acre  of 
soybeans  which  yields  about  28  bushels  at  $6.00  per  bushel  (market  price)  for  a 
total  of  $148  per  acre  when  tobacco  at  81.00  per  pound  (market  price)  and  2OO0 
pounds  per  acre  will  return  about  $2000  for  the  same  one  acre? 

The  government  support  level  for  tobacco  will  be  96)i  per  pound  for  byrley 
anrf  93f(  per  pound  for  flue  cured  in  1975.  This  assures  that  an  acre  at  full  production 
win  not  yield  less  than  $2000.  For  soybeans,  however,  the  support  level  is  S2.25 
per  bushel.  This  guarantees  the  soybean  farmer  a  minimum  of  only  $63  per  acre 
ebould  prices  drop.  Obviously,  it  is  much  more  risky  to  be  growing  soybeans,  an 
essential  nutritional  product,  than  to  grow  tobacco.  Tobacco  is  essentially  a 
liskless  crop  as  a  USDA  study  reveals  that  the  cost  of  production  tor  flue  cured 
tobacco  averages  only  58fi  per  pound  (includes  taxes,  machinery,  labor,  fertiliser, 
pesticides,  fuel  and  depreciation  on  equipment — d<iea  not  include  charge  tor  land, 
management  or  allotments).  Thus,  the  price  support  maintains  almost  double  the 
cost  of  production,  and  in  doing  so,  minimizes  the  risk  of  bad  market. 

While  it  may  be  true  that  tobacco  taxes  bring  in  revenue  of  almost  $3  billion 
per  year,  it  is  similarly  valid  that  the  gasoline  and  automobile  industries  yield 
comparable  tax  revenues.  Yet  neither  of  these  are  supported  or  assisted  by  the 
Federal  government.  I  would  argue,  therefore,  that  tobacco  like  other  industries, 
should  be  guided  toward  a  free  market  system. 

I  believe  that  tobacco,  in  addition  to  all  other  protected  commodities,  should 
be  free  of  restrictions  and  should  at  least  initially  be  placed  on  a  target  system. 
Thus,  farmers  would  grow  that  crop  which  is  economically  advantageous  in  the 
free  market  system.  Without  high  price  supporte,  tobacco  would  lose  its  favored 
position  and  tobacco  land  could  be  converted  to  other  food  crops,  thereby  pro- 
ihicing  more  edible  food.  Ttie  target  price  would  insure  those  who  continued  to 
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grow  tobacco  that  if  the  price  plimged,  they  would  not  \o^e  their  entire  invest- 
ment. The  loan  prugrain  could  stUl  be  continued  but  the  price  would  be  supported 
at  B,  reaeonalily  lower  level. 

I  feel  strongly  that  the  rice,  wheat,  cotton,  peanut  and  feed  grain  programs 
should  similsriy  be  revised.  Aliotmenta  and  quotas  must  be  opened  up  so  that  any 
fanner,  anywhere  in  the  country  can  grow  any  crop  if  the  prevailing  geographical 
conditions  permit  it.  New  farmers  coutd  i^tart  to  grow  crops  which  previou^lly 
were  closed  to  new  erowera  and  new  land  could  be  brought  into  production.  The 
target  concept  would  insure  that  if  prices  should  plummet,  farmers  would  be 
insured  of  recouping  some  of  the  cost  they  have  incurred  and  would  thus  be  able 
to  continue  planting. 

f  believe  that  the  time  has  come  to  Ret  the  !)tage  for  full  agricultural  production. 
We  must  make  hai^te  to  encourage  the  production  of  food  crops  and  I  feel  that  if 
restrictions  are  lifted  and  supporti  lowered  for  all  crops,  the  production  of  food 
crops  will  increase.  We  must  work  together  for  our  common  good.  The  farmer  and 
the  consumer  should  not  be  on  opposite  sides  in  this  struggle  to  survive.  With 
increased  production  within  the  framework  of  the  target  system  all  Hegments  of 
!io<»ety  will  benefit  and  in  fact  the  world  food  situation  will  simultaneously 
improve. 


My  name  is  Fred  W.  Voigt,  chairman  of  the  Georgia  Agricultural  Commodity 
Commission  tor  Tobacco  and  a  tobacco  grower  of  fifty-five  coasecutive  crop.s. 

I  am  grateful  for  the  privilege  of  testifying  before  you  on  behalf  of  nearly 
twenty-five  thousand  CVeorgia  tobacco  farmers. 

We  have  seen  many  changes  since  tobacco  wa-s  first  produced  in  Georgia. 
During  the  early  1920s  and  19^0s  wc  saw  market  prices  fluctuate  up  and  down  to 
the  lowest  level.-i  in  our  history  of  tobacco  growing.  While  the  major  manufacturing 
industries  of  our  country  were  enjoying  the  benefits  of  high  protective  tariffs  after 
World  War  I  the  farmers  of  America  were  at  the  mercy  of  the  tobacco  buying 
companies. 

It  was  during  the  beginning  of  the  Franklin  Delano  Roosevelt  administration 
that  the  marketing  problems  of  flue  cured  tobacco  growers  really  became  acute.  A 
survey  and  study  was  initiated  out  of  which  came  the  1933  Agricultural  Adjust- 
ment Act.  This  farm  law  was  vigorously  opposed  by  the  buying  companies  and 
other  interests  and  after  a  long  court  fight  was  ruled  uucoDstitutJonul  by  the 
United  States  Supreme  Court. 

After  this  ruling  tobacco  farmers  again  found  themselves  in  almo.st  bankrupt 
circumstances  due  to  ever  worsening  conditions  at  the  market  place.  In  3938,  the 
Agricultural  Adjustment  Act  was  properly  amended  and  became  an  effective  farm 
pTG^am,  but  many  changes  in  the  Act  were  still  needed.  For  this  reason  numerous 
amendments  were  added  from  year  to  year  to  improve  the  operation  of  the  Act 
and  to  change  the  terminology  that  might  be  challenged  by  the  courts. 

Today  we  have  the  finest  and  most  efficient  tobacco  farm  program  ever.  It  is 
also  the  least  expensive  of  all  t>ur  commodity  programs  to  our  taxpayers.  With  our 
present  program  we  have  yearly  checks  and  balances  that  allow  us  to  adjust  our 
tobacco  production  at  the  place  of  origin  so  that  we  can  keep  supplies  in  reasonable 
balance  with  domestic  and  foreign  consumption. 

A  formula,  based  on  production  coat''  is  used  to  arrive  at  support  prices  for 
tobacco.  Support  prices  offer  a  flooring  at  a  level  sufficient  to  assure  flue  cured 
tobacco  growers  a  high  degree  of  stability  in  prices  at  the  market  place.  This  we 
tobacco  growers  never  had  until  the  present  program  was  developed  to  tho  effi- 
cient operation  of  today. 

Tobacco  quotas  with  support  prices  have  always  been  considered  the  finest 
collateral  for  cash  loans  and  supplies  for  crop  production.  Wo  need  no  changes  in 
our  present  tobacco  program.  The  law  allows  automatic  yearly  increases  in  sup- 
port prices  based  on  changes  in  production  costs.  Support  prices  in  1974  were 
ample.  We  believe  support  prices  in  1975  will  be  ample  and  serve  the  purpose  for 
which  they  were  intended,  therefore,  wc  urge  that  no  changes  be  made  in  the 
present  support  price  formula.  We  arc  already  faced  with  tremendous  foreign  price 
competitiim  as  well  as  unfair  imjiorl  duties  and  ta.\es  on  American  tobacco,  espo- 
cially  in  the  European  Economic  Community  and  their  n.%4ociate  countries.  Any 
upward  revision  of  our  present  support  price  formula  would  work  an  extreme 
hardship  upon  the  exporting  segment  of  our  tobacco  industry,  and  wc  must  exjMjrt 
at  lentit  half  of  our  tobacco  production.  It  is  our  firm  conviction  that  as  long  as 
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market  prices  find  a  reasonflble'level  above  support  pricw  we  should  allow  Euppljr 
and  demand  to  rule.  ^ 

I  th&nk  you  gentlemen  tor  allowing  me  to  present  what  I  truly  believe  ia  the 
feeling  of  Georgia  tobacco  growers  regarding  uur  present  tobacco  farm  program. 


PLLR,  C0UUlSSI0Mt:R  OF  AOftlCUl-TURE,  Kentitcky 

r  AoBicuLTURE,  Frankfokt,  Ky. 

Mr.  Chairman  and  membere'of  the  committee.  I  am  Wendell  P.  Butkr  of 
Frankfort,  Kentuckv-.  I  am  Comhiissioner  of  Agriculture  for  the  Commonwealth 
iif  Kentucky.  As  Commissioner,  I  recognize  the  serious  problems  facing  the 
Burley  Tobacco  Industry, 

Of  all  the  problems,  I  believe  the  most  pressing  one  has  to  do  with  production; 
that  is,  the  problem  of  getting  farmers  to  produce  their  quotas.  Burley  tobacco 
growers  are  reluctant  to  produce  at  a  lass.  A  shortage  of  labor  has  further  aggra- 
vated this  situation.  The  depletion  of  loan  stocks  has  added  to  the  urgency  of 
producing  an  adequate  crop. 

The  Burley  tobacco  grower  has  been  caught  in  the  cost -price  squeeze  situation. 
The  costs  of  production,  maintenance,  and  operation  lia\'e  sk.v-rocketed  wlile 
Burley  producer's  net  farm  income  has  gone  down.  Since  the  farmer  is  unable  to 
ptt.13  this  increased  cost  on  to  the  purchaser  of  his  product,  inflation  hits  the 
farmer  harder  than  any  other  segment  of  the  economy. 

The  year  of  1975  will  be  a  crucial  one  for  the  Burley  industry.  If  the  Burley  Belt 
fails  to  produce  a  large  crop,  manufacturers  could  be  forced  to  go  to  substitutes 
or  a  foreign  source  for  Burley  tobacco.  Exports  might  also  be  hampered.  It  this 
happens,  the  Burley  industry  in  the  states  may  never  fully  recover.  The  implica- 
tions for  our  Nation  are  far-reaching. 

As  I  see  the  Burley  picture,  the  present  formula  for  determining  price  support 
for  Burley  is  outmoded  and  antiquated.  The  only  thing  that  will  encourage  Burley 
production  this  year  is  an  adequate  price  support  which  wilt  give  the  Burley 
producer  some  assurance  that  he  will  at  least  operate  on  a  break-even  or  a  little 
profit  basis.  In  light  of  this,  I  recommend  a  price  support  tor  Burley  tobacco 
based  on  75%  of  parity.  Since  Burley  tobacco  this  past  marketing  season  averaged 
approximately  $1.14  per  pound,  I  sec  no  reason  how  a  price  support  of  $1.15- 
SI.17  a  pound  for  1975  could  be  eoniiidered  out-ot-line. 


Statement  of  Hebm.\n  A.  Phopbt,  Ch 
Phoducer  Oboaniz 

My  name  Is  Herman  A.  Prop^t.  I  am  a  cotton  farmer  from  Anson,  Texas.  I 
!>erve  as  Ch^rman  of  the  Texas  Association  of  Cotton  Producer  Organizations 
and  appear  before  you  on  behalf  of  that  organization. 

TACPO  is  a  Federation  of  cotton  producer  associations  in  Texas  working  to 
serve  the  common  interest  of  our  separate  membemhips.  Members  include  Black- 
liind  Cotton  and  Grain  Producers,  Rolling  Plains  Cotton  Growers,  Inc.,  Plains 
Cotton  Growers,  Inc.,  South  Texas  Cotton  and  Grain  Association,  Inc.,  Trans- 
Pecos  Cotton  Association,  El  Paso  Valley  Cotton  Association  and  The  Cotton 
and  Grain  Producers  of  the  Lower  Rio  Grande  Valley.  Our  membership  includes 
the  majority  of  cotton  producers  in  all  the  major  cotton  producing  regions  in  the 
Stale.  A  member  association,  Plains  Cotton  Growers,  Inc.,  presents  its  sepa- 
mte  statement  here  today  and  I  strongly  commend  to  you  the  testimony  by  the 
Executive  Vice  President,  Donald  Johnson. 

Most  of  our  members  arc  supporters  of  the  National  Cotton  Council  and  take 
active  part  in  the  Producer  Steering  Committee  of  that  organisation.  We  also 
recommend  the  testimony  of  Mr.  Denton,  NCC  President,  and  that  presented  by 
C.  Hoke  Leggett,  Chairman  of  thelproducer  Steering  Committee.  Most  of  our  rec- 
oriimendations  very  closely  parallel  those  of  the  three  organizations  mentioned. 

Most  Texas  farmers,  I  believe,  were  reiisonably  well  sntisfied  with  the  Food  and 
Agriculture  Act  of  1973.  At  that  time,  the  average  cost  of  producing  a  pound  of 
cotton  in  the  U.S.  was  about.  32H  cents.  The  bill  called  for  a  38  cent  target,  a 
loan  to  be  based  on  90  percent  of  the  3-year  average  world  price  and  an  escahitor 
clause  to  go  into  effect  in  1976.  Too,  we  expected  to  market  cotton  at  a  price  well 
above  38  cents  and,  of  course,  could  not  foresee  the  tremendous  increases  in  costs 
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of  pruductiou  or  the  world-wide  economic  recession  which  has  driven  prices  down 

to  the  present  disostntus  levels. 

Mr.  ChairniBii,  price  support  proviiiions  of  the  1673  Act  are  now  obsolete.  A 
target  price  of  38  cents,  when  fanners  an;  faced  with  uroductiou  costs  above 
50  ceati  per  pound,  renders  the  payment  proiiHions  of  tne  law  worthless.  If  the 
\'ast  majority  ot  the  cotton  produci-nt  of  this  country  are  to  stay  in  business,  we 
must  have  u  higher  loan  level  and  we  niuat  have  a  higher  target  price. 

At  the  very  least,  increa.'^cii  in  the  index  of  (.-rices  paid  by  farmers  for  production 
items  during  the  calendar  year  1974  should  be  included  in  target  price  calcula- 
tions for  1975.  The  "escalator  clause"  should  be  activated  now  Instead  of  in  1976. 

We  believe  the  CCC  cotton  loan  level  is  too  low,  the  term  of  the  loan  is  too  short 
and  interest  on  tha-ie  loans  is  currently  too  high. 

We  believe  the  loan  level  and  the  target  price  should  not  be  set  too  far  apart,  not 
only  to  reduce  exposure  of  the  Federal  Treasury  to  prospects  of  huge  subsidy  pay- 
ments, but  also  to  minimize  ineauities  between  our  large  and  small  growers,  caused 
by  the  present  $20,000.00  limitation  on  payments.  We  suggest  the  loiui  level 
should  not  be  lower  than  00  percent  of  the  target  price  whic^  this  committee,  in 
its  judgment,  wilt  finally  recommend. 

Wc  recommend  that  producers  having  cotton  under  CCC  loan  should  be  given 
the  option  to  extend  those  loans  for  eu  additional  IS  months  beyond  the  present 
statutory  10  month  loan  period. 

We  recommend  that  CCC  be  prohibited  by  law  fro  i  setting  interest  rat«3  in 

tt  6  percent  per  annun)  on  commodity  loa^^~ 

tropgly  urge  that  the  Secretary  of  Agriculti 
...a  loan  level  by  November  1  of  the  year  prec< „ ,.  j 

We  recommend  that  CCC-owned  stocks  not  be  sold  in  competition  with  tlie 

Eroducer-owned  cotton,  and  to  secure  that  protection,  that  the  CCC  resale  price 
e  set  at  a  minimum  of  130  percent  of  the  current  loan  price  plus  the  carrying 
charges. 

Our  producers  are  adamantly  opposed,  Mr.  Chairman,  to  any  legislation  which 
would  deny  us  free  access  to  world  maritets.  This  industry  cannot  survive  export 
contriilij. 

We  hope  thii  Congress  can  develop  legislation  under  which  farmers,  buyers  and 
exporters  of  our  products  can  be  insured  or  protected  against  default  by  parties  to 
crop  or  sales  contracts.  Senator  Bellmon  offered  such  e,  bill  last  year  which  we 
sunpnrted  and  we  hope  this  Committee  will  see  fit  to  move  on  it  again. 

We  recommend  that  new  lesislatlon  recognize  that  payments  to  producers  under 
the  disaster  provisions  of  the  1973  Act  should  not  be  .■subjected  to  payment  limita- 
tions. Disaster  |>a>'nients  under  the  Act  have  been  denied  or  greatly  reduced  in 
m^ny  cases  this  past  year  by  Ut*PA  regulations  seemingly  designed  to  minimize 
payments  to  the  extent  legally  possible.  We  rcoommena  tliat  this  poriion  of  the 
law  be  revised  to  clearly  and  concisely  require  the  intent  of  Congress  be  carried 
out  in  future  years. 

And,  iinally,  Mr.  Chairman,  we  hope  this  Committee  will  recognize  that  re- 
search and  promotion  funds  for  cotton  are  essential  to  lowering  production  costs 
and  maintaining  the  m&rket  for  cotton,  and  that  you  will  support  the  efforts  to  fee 
that  those  programs  re  fully  funded  as  provided  by  law. 

I  appreciate  this  opportunity  to  present  our  recommendations.  Thank  you. 


Sr.tTBMBNT  OF  Golden  R.  C^NAnAT,  Chairkah,  Ohio  FiHM  Bubeau  Tobacco 
AsviBOBT  Committer,  Columbus,  Ohio 

I  am  writing  you  relative  to  the  Burlcy  tobacco  price  support  for  1975.  ily 
name  is  Golden  R,  Canaday,  Chairman,  Ohio's  Farm  Bureau  Tobacco  Advisory 
Committee  and  1  represent  Ohio's  01,631  farm  families  in  legislation  relative  to 
tobacco.  Included  in  this  group  are  found  the  majority  of  Ohio's  Burley  producers 
which  elect  representatives  to  serve  on  the  Advisory  Committee,  this  group  meets 
from  time  to  time  and  formtdate  the  policy  for  Burley  tobacco  in  Ohio.  In  our 
recent  meeting  we  discussed  the  burley  support  for  1975  and  concluded  that  it 
was  not  sufficient  to  cover  costs  of  produation  and  leave  a  fair  profit  for  production. 

In  a  meeting  in  Maysville,  Ky.  held  on  January  18  the  ktowith  from  F.astern 
Ky.  and  Southern  Ohio  made  it  known  to  I:Si»A  olRcials,  and  Congressman 
Carl  Perkins  that  an  increase  in  support  price  was  needed  to  cover  the  cost^  of 
inputs  for  (he  1975  crop.  The  consensus  of  opinion  in  thii  group  ot  abotit  fi\e 
hundred  growers  was  that  no  less  than  75%  of  parity  or  approximately  u  support 
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of  S1.17  cents  pe    pound  would  rover  ooats  of  production  and  a  fnir  ii 
pr.iduce  the  crop  the  industry  needs. 

So  in  view  of  facts  presented.  Senator  I  wonld  urge  you  to  do  all  you  can  i 
support  of  Congressman  Perkins'  Bill  which  1  understand  ia  being  presented,  c 
an  amended  bill  which  would  achieve  the  same  results  for  the  burley  grower. 

Thanking  you  very  much. 

Statement  of  J.  Wai 

In  reply  to  your  letter  requesting  comments  and  suggestions  on  proposed 
(eolation  covering  cotton,  wheat,  and  feed  grains,  I  appreciate  the  opportunity 
to  present,  on  behalf  of  the  Tennessee  Agricultural  Council,  the  following  recom- 
mendations on  cotton  legislation. 

We  specifically  recommend : 

1 .  A  CCC  loan  level  that  is  related  to  the  cost  of  production,  but  not  so  high 
as  to  stimulate  production  for  the  loan  itself.  We  therefore  recommend  that  this 
level  be  set  at  90%  of  current  production  costs  as  determined  by  the  final  cost  of 
production  for  the  preceding  crop  year. 

2.  The  CCC  regulations  be  revised  to  extend  the  loan  for  cotton  for  18  months 
beyond  the  present  statutory  minimum  loan  period. 

3.  Establish  CCC  interest  rates  which  are  not  higher  than  CCC  interest  rates 
prevailing  in  January  1974  of  5K  percent. 

4.  A  target  price  for  cotton  that  reflects  inflation  and  the  sharp  increases  in 
production  costs  with  escalator  provisions  that  include  increases  in  costs  incurred 
in  1974. 

5.  Changes  in  the  Farmers  Home  Administration  disaster  assistance  programs 
to  make  these  programs  more  responsive  to  the  needs  of  farmers  who  suffer  crop 
dixasters.  (Senate  Bill  555) 

Since  cotton  is  of  great  economic  importance  to  our  State  and,  indeed,  our 
Country  we  again  reiterate  our  appreciation  for  the  opportunity  to  present  our 
views  to  you. 

The  Chairman.  The  committee  will  now  stand  in  recess  until  9:45 
tomorrow  morning. 

[Whereupon,  at  5  p.m.,  the  committee  recessed,  to  reconvene  at 
9:45  a.m.,  Tuesday,  February  18, 1975.] 
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AGRICULTURE  AND  ANTI-DEPRESSION  ACT  OP  1975 


TtTESDAT  PEBBXTABY  18,  1975  ,    , 

U.S.  Senate, 
Committee  on  Agriculture  and  Forbsthy, 

Waakington,  D.C. 
The  committee  met,  pursuant  to  notice,  at  10  a.m.,  in  room  234, 
KusEell  Senate  Office  Building,  Hon.  Herman  E.  Talmadge  (chainnan) 
presiding. 

Present:  Senators  Talmadge,  Humphrey,  Huddleston,  Clark, 
Leahy,  Dole,  and  Young. 

STATEHENT  OP  HON.  HERUAN  E.  TAIHASGE,  A  V.S.  SENATOB 
FROM  THE  STATE  OF  GEOROIA— Sesnmed 

The  Chairman.  The  committee  will  be  in  order. 

I  have  a  brief  statement  I  would  like  to  read  at  this  time. 

America's  most  valuable  resource  is  food.  No  commodity  is  so  basic 
to  mankind  as  food  and  the  resources  with  which  to  produce  it.  And 
no  other  nation  enjoys  the  abundant  agricultural  inputs,  advanced 
technology  and  favorable  farmland  which  make  our  farmers  the  mosb 
productive  in  the  world. 

The  implication  of  America's  predominant  role  in  world  food  pro- 
duction should  be  clear.  The  health  and  viability  of  the  Amencut 
agricultural  sj^stem  is  crucial  to  the  adequate  and  stable  food  supplies 
to  consumers  around  the  world. 

Particularly  significant  is  the  growing  dependence  of  the  developing 
countries  on  the  major  food  producing  nations.  Presently,  the  United 
States  and  Canada  provide  almost  half  of  the  grain  import  require- 
ments of  these  countries.  And  present  expectations  are  that  the  devel- 
oping countries  mav  face  combined  food  grain  deficits  of  85  to  100 
million  metric  tons  by  1985. 

While  I  believe  the  United  States  will  continue  to  share  what  we 
can,  it  is  clearly  beyond  our  capacity  to  meet  food  deficits  of  this 
scale.  It  is  time  we  sit  down  and  decide  just  what  we  can  and  cannot 
realistically  afford. 

We  must  keep  in  mind  that  we  cannot  export  or  give  away  what 
we  do  not  have. 

I  think  that  it  is  essential,  then,  that  our  current  review  of  U.S. 
farm  policy  include  the  role  of  Public  Law  480,  in  terms  of  world 
food  needs  and  our  own  resources. 

We  have  not  conducted  an  extensive  review  of  Public  Law  480 
since  1965.  In  view  of  the  importance  of  this  program  to  American 
farmers  and  to  consumers  in  the  developing  world,  we  must  continue 
to  review  and  strengthen  it. 

(T31) 
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America  is  the  most  altruistic  nation  in  the  world,  particularly 
Vhen  it  comes  to  food  assistance.  We  have  provided  over  $25  billion 
in  donations  and  concessional  sales  since  the  beginning  of  Public  Law 
480  in  1954.  Over  the  past  20  years  we  have  shipped  about  150  million 
tons  of  grain  to  needy  nations.  Since  1954,  Public  Law  480  counter- 
^ti^  fuhds  hbv«  pro'Tided  l.fiOO  te^efaKh  grabK  in  32.  ciHtliitrias.  Ak4 
in  the  20  years,  $11  billion  has  been  generated  by  the  tood-for-peace 
program  for  developmental  use  by  lordgn  countries. 

Public  Law  480  is  a  proven  program,  but  no  .prt^am,  however 
successful,  should  be  closed  to  itintjyallon  or  strengthening.  I  am  con- 
vinced that  there  is  room  for  imagination  and  foresight  as  we  begin  to 
shape  our  food  a':^isl;ance  policies  to  tit  the  needs  of  the  coming 
decade. 

We  tnust  te^ape  our  food  assistance  programs  to  reduce  waste  and 
iik^oidtwV. 

W«  tnuHt  strengthen  the  self-hetp  ptovisSbhs  ef  VMt  fo6d  ssBlst^ioe 
programs  to  insure  that  our  resources  are  being  used  as  effectively  alnd 
^CfeAtly  a.i  (MsNible  to  help  tlt»se  n«.tio4is  help  th«mse4Ves. 

Finally,  we  must  insist  that  other  nations  witli  the  fflsOftp^**  to 
help,  particularly  the  oil  exporting  countries,  shoulder  a  more  equi- 
table wiare  6t  the^wrdMi  for  food  aid  and  ifcfe  finaniyng  of  food  ftWi'wtti 
for  assisting  in  the  deVelftpme&l  of  agrifttthflfal  jiT&dHfltioti. 

The  solution  to  the  world  food  problem,  I  am  convinced,  lies  in 
more  effective  application  of  these  re^wrces  already  avaflable,  and 
in  the  continutd  strength  of  the  Aittarioan  farm  system. 

Our  taisk  i*  to  determine  how  these  Tesowoes-oa'a  be  mote  effectively 
utilized. 

1  kildw  Senator  HumiArey  htis  *  etatffiA^t.  Do  you  have  one, 
Satwtor  Dole? 

Senator  Dole.  I  will  wait. 

Senator  HuMpaitET.  I  will  abbreviate  my  statettiemt  and  «sk  imftni- 
fMvs  consent  from  the  committee  that  the  text  of  the  statemettl;  «ad 
the  table  be  printed  in  total. 

The  Chair.vian.  Without  objection. 

dTATfeUEUT  OF  HOK.  HUBERT  H.  HVltPARET,  A  tr.S.  SKUTes 
HCdU  tSE  StATE  OF  HimTESOTA^Sesnnied 

Senator  IIu^rPHREY.  First  of  all,  1  wonld  like  to  thank  vou  for 
calling  this  hearing  on  the  matter  of  Public  Law  480.  My  coUeaffaes 
will  remember  that  we  passed  a  resolution  here  in  the  Senate  last 
l)ecember  to  amend  Public  Law  480  to  give  it  more  flexibility.  Un- 
fortunately, the  House  of  Representatives  did  not  have  the  time  to 
consider  this  resolution. 

I  believe.  Senator  Dole,  you  may  recall  that  you  were  one  of  the 
initiators  of  this  concept  of  incUiding  in  Public  Law  480  the  uw  of 
our  food  supplies  wherever  possible  for  broader  objectives  than  just 
the  disposal  of  surpluses. 

I  believe  that  we  should  take  that  up  again  and  in  due  time  we  will 
present  it  here  as  a  part  of  our  overall  agriculture  legislation  and  it 
IS  my  intention  to  offer  it  for  that  purpose  today. 

We  are  today  looking  at  the  food  for  peace  program  and  considering 
its  future  direclion. 
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As  the  Chaiimen  hft.'i  indicatet],  this  program  Has  proAided  over  S2S 
hiltion  in  food  aid  throughout  the  world.  It  is  my  judgment  that  this 
has  been  one  of  the  finest  programs  this,  countiy  has  had.  It  bus  not 
only  saved  thousands— in  fatt,  millioins — of  Uvea,   but  it  has  also 

Erovided  a  tremepdous  resource  for  economic  development.  The  aid 
a&  not  be«n  used  merely  to  feed  starving,  hungry  people.  It  has  also 
been  Uiied  for  ecoaomie  development  in  many  coimtrics  of  the  world. 
For  example,  I  recall  viijjttng  Tunisia,  where  food  aid  wats  used  t*i 
^ay  wages  to  workers  w4io  were  doing  vital  work  in  the  development 
of  the  agricuitqral  economy  of  Tunisia,  I  recall,  Mr.  Chairman,  w4wq 
1  was  ^  ice  Fresidenb  visiting  Indonesia  and  in  that  program  the  food 
aid  did  more  good  for  the  United  States  in  terms  of  its  foreign  policy 
and  its  objectiyes  than  anyone  program  we  have  had.  They  wei<e  ueing 
(ood-^in  that  instance  commeal — to  pay  the  wages  of  workers  who 
were  cleaning  up  and  remodeling  the  irrigation  system  in  Indonesia. 
We  have  bean  able,  in  such  cases,  to  take  Vrbeat  and  com  and  dairy 
product£  and  cotton  and  tobacco  and  odiep  products  of  our  Camis  and 
Uterally  to  conYert  them  into  roade,  schools,  hospitals,  iriigation 
i^'st«ni8,  4Qd  eccaiomic  development. 

Ax  the  iiaine  time,  we  have  come  to  the  rescue  of  suffering  humanity 
time  after  time.  I,  for  one,  am  proud  of  this  as  a  matter  of  our  nationu 
history-  and  of  our  record  a,s  a  nation.  Our  food  aid  programs,  however, 
todfty  are  at  a  critical  point.  It  was  easy  to  be  genwous  in  the  pasl- 
vhen  there  was  food  apundaoee  and  low  prices.  One  of  the  key  issues 
today  is  how  generous  can  we  be  and  wili  we  be  in  the  'ace  of  soanA^. 
How  much  aid  can  we  give  countries  in  need  and  how  much  caa  m 
use  for  economic  purposes? 
It  is  clear  to  me  that  where  this  adminiatration  ha.s  placed  its 

KWrities  in  our  food  aid  program  in  the  past  year  has  hem  w^ght«d 
avily  toward  Southeast  Awa  and  other  political  security  claims. 
And  that  is  exactly  why  in  the  foreign  assistance  bill  this  past  year 
vt  decided  that  70  percent  of  the  food  aid  should  go  to  the  most 
seiiously  affected  oountHes  and  only  30  percent  of  the  total  sboulct 
go  tot  what  we  call  political  purposes. 

Now  that  m#y  have  beei  too  strict  a  measure  and  therelore  I 
thtnk  it  is  subject  tg  very  oareful  conaderaticai  again.  It  will  be 
reviewed  over  in  the  Foreign  Relations  Committee.  1  happen  to  be 
chairnian  of  the  suV^omfnittee  which  will  do  that.  But  I  would  surest 
we  ought  to  review  it  at  the  time  the  authorization  for  Public  Law  4M 
iK  considered. 

We  need  to  develop  a  clear  understanding  of  what  our  prioritiea 
should  be  «-ith  r^gtbru  to  our  food  aid  program,  and  1  suggetit  thr  t 
the  humaiutarian  food  eonsiderations,  particularly  in  this  period  of 
^arcitv,  should  he  g^ven  first  claim  on  our  resources. 

While  it  ifi  unfortunatfi  that  we  have  only  one  day  now  to  examine 
food  aid  in  the  world,  it  ih  entirely  appropriate  that  we  examine  this 
within  the  total  a^cultural  spectrum.  Ajtd  I  understand,  Mr.  Chair* 
man,  that  it  is  a^oeahlo  with  you  that  we  follow  up  on  the  subcom- 
Biittec  level  on  the  bat^s  of  this  hearing  later  on. 

The  CHAiKMAiJ.  Surely. 

Senator  HuMPHitEr.  It  is  clear  to  me  that  we  need  to  relate  a  whole 
series  of  pieces  in  order  to  form  a  national  food  and  agricultural 
poHcy.  Our  food  aid  must  be  set  within  the  context  of  a  sensible 
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national  food  policy.  Wo  must  a3sure  our  farmers  a  reasonable  return, 
for  example,  if  weather  is  good  and  we  have  bumper  crops. 

As  of  yet,  we  have  not  deseed  a  program  for  strategic  reserves 
in  this  country,  nor  have  we  even  come  to  grips  at  the  international 
level  with  what  an  international  reserve  ought  to  be  like. 

From  the  experience  of  our  beef,  dairy,  poultry,  and  hog  producers 
ot  the  last  2  years,  it  should  be  evident  that  increased  stability  of 
prices  and  supplies  would  be  beneficial  to  everyone.  And  now  our 
grain  producers  are  beginning  to  understand  the  folly  of  roller  coaster 
prices,  and  I  am  hoping  that  this  hearing,  with  its  expert  witnesses, 
will  also  focus  on  ways  of  improving  the  food  aid  program. 

Can  we  draw  any  conclusions  of  the  benefits  derived  from  title  II 
as  opposed  to  title  I?  Title  II  is  that  part  of  Public  I>aw  480  where 
our  charitable  oi^anizations  do  the  work,  and  I  do  want  to  emphasis 
that  this  is  an  important  part  of  our  food  aid  program.  The  great 
Qhurch  and  voluntary  organizations  of  this  country  which  have  used 
the  food  supplies  under  title  II  have  done  an  immense  job  for  America. 
I  I  am  concerned  over  the  rate  of  shipment  of  food  under  the  recently 
announced  $1.6  billion  level  for  food  this  year.  This  level  will  provide 
about  5.5  million  tons  of  food  aid,  but  there  is  serious  question  as  to 
whether  this  quantity  can  be  shipped  during  the  balance  of  the  fiscal 
year. 

I  recall  that  the  administration  refused  to  raise  the  food  aid  level 
from  .3.3  million  to  4.3  million  tons  at  the  World  Food  Conference  on  the 
grounds  that  this  would  have  been  inflationary.  Now,  the  adminis- 
tration has  belatedly  announced  a  5.5.  million-ton-food  aid  level, 
butitwillbediiBcult  toship  this  volume. 

And  since  Mr.  Enders  and  others  are  here,  let  me  say  what  I  am 
most  concerned  about  is  whether  or  not  this  level  was  put  at  this 
figure  so  that  they  can  have  priority  shipments  of  food  aid  to  certain 
countries,  such  as  Cambodia,  Vietnam,  Korea,  Chile  and  others 
which  are  not  among  the  most  seriously  affected. 
I  And  I  will  want  a  complete  report  as  one  member  of  this  committee 
of  just  what  the  shipping  schedule  is  because  the  $1.6  billion  figure 
means  httic  or  nothing  unless  it  can  be  shipped.  It  has  to  leave  port 
in  the  United  States  by  June  30  or  the  $1.6  billion  is  a  meaningless 
figure. 

.  We  will  be  looking  carefulh'  to  determine  how  the  shipping  targets 
ara  met.  I  can  assure  the  administration  that  I,  for  one,  will  be  most 
unhappy  if  the  most  ne«dy  countries  are  neglected  while  food  aid 
shipments  for  political  purposes  are  made  on  schedule. 

I  am  appending  several  tables  to  provide  additional  information 
on  our  food  aid  program  and  the  world  hunger  situation.  Let  me  say 
that  I  do  appreciate  the  fact  that  the  President  set  the  tni^t  at  $1.6 
billion,  which  inchides  shipping  costs.  It  is  about  $1.47  billion  for  gen- 
uine food  aid  under  titles  I  and  II  and  some  other  commodities. 

But  again,  the  question  is:  Who  is  getting  it?  How  much  is  getting 
to  the  most  seriously  affected  countries?  Can  this  food  aid  leave  our 
ports  before  June  .30,  and  can  it  be  delivered  and  properly  dis- 
tributed? And  I  want  to  say  again  that  what  we  should  look  at  ul- 
timately is  its  distribution  once  it  arrives  at  the  port  of  entry.  Is  there 
the  distribution  system  for  this  food  aid  to  be  used? 
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And  finally,  Mr.  Chairman,  under  my  role  as  chairman  of  the  new 
Subcommittee  on  Oversight  in  Foreign  Aid^and  believe  me,  we  are 
^oing  to  have  overs^ht — ive  are  going  to  find  out  whether  this  food 
aid  is  being  used  as  it  ought  to  be  used  or  whether  there  is  something 
going  on  after  it  gets  to  a  country,  which  means  that  much  of  our  pur- 
pose has  been  aborted  or  erased.  We  will  do  that  as  a  part  of  the 
general  cooperation  on  the  two  committees  of  agriculture  and  foreign 
relations. 

Thank  you. 

rl'he  prepared  statement  of  Senator  Humphrey  follows:] 

Statement  OF  Hon.  Hubert  H.  Humphrey,  a  U.S.  Senator  prom  the  State 

We  are  today  looking  at  the  Food  for  Peace  program  and  considering  its  future 
direction. 

Begmi  largely  as  a  vehicle  for  the  disposal  of  surplus  commodities  and  market 
development,  the'prograih  has  provided  over  $25  billion  in  food  aid  throughout  the 

This  nssi.stance  ha^  helped  light  disa.sters  and  famine.  Clearly,  it  has  helped 
develop  market!!  for  our  agricultwral  coininodities. 

There  ha«  lieen  a  great  deal  of  controversy  over  thia  program  in  recent  years 
a^  the  world  food  needs  have  grown  and  availabilities  declined. 

We  will  need  to  look  toward  ways  of  utilizing  our  food  aid  to  encourage  expanded 
food  develiipment.  While  there  was  some  debate  at  the  World  Food  Conterente 
over  food  aid,  there  wils  little  question  over  the  need  to  expand  agric^ltu^.•^l 
production. 

Therefore,  our  food  aid  programs  are  today  at  a  critical  point.  It  was  easy  to  be 
generous  in  the  pant  when  there  wax  a  food  abundance  and  at  low  pricei^.  ' 

f>ne  of  the  key  insues  today  is  how  gencroiLs  will  we  he  in  the  face  of  scarcity? 
What  priority  will  we  ^ve  to  aid  the  countries  must  seriously  in  need? 

It  is  clear  to  me  where  this  Adniinistmtion  has  placed  its  priorities  in  terms  of  our 
food  aid.  The  programming  has  been  heavily  weighted  toward  Southeast  Asia 
and  other  political-security  claims. 

I  would  hardly  deny  that  food  van  be  a  useful  diplomatic  tool.  And  I  hope  that 
where  it  is  so  utilized  it  is  not  abused.  Providing  food  aid  iss  a  way  of  advancing 
the  cause  of  peace  is  not,  in  my  book,  the  same  as  helping  to  maintain  a  tottering 
military  regime. 

We  need  to  develop  a  clear  understanding  of  what  our  priorities  should  be  with 
regard  to  our  food  aid  program.  And  I  suggest  that  th6  humanitarian  food  consider- 
atioas  should  be  given  first  chiim  on  our  resources. 

It  is  evident  that  the  effort  which  some  of  us  have  made  to  awaken  the  henrt 
iind  the  conscience  of  the  Administration  has  Anally  brought  an  increase  in  the 
food  aid  program- 

U nf()rtunately.  sOme  of  our  friends  in  the  media  do  not  seem  to  realize  how  diffi- 
cult it  is  to  change  our  food  aid  policies.  And  it  does  not  just  happen  because  of 
giKid  intentions. 

Beginning  well  before  the  World  Food  Conference,  a  variety  of  devices  were 
Utiltxed  to  highlight  the  world  food  problem  Mid  the  need  for  an  intelligent  and 
coordinated  response  on  the  part  of  the  donors. 

Imiist  take  my  hat  off,  as  I  have  before,  to  the  non-governmental  organizn- 
tion.s  and  Mr.  Herbert  Waters,  who  was  a  major  driving  force  in  bringing  this 
issue  to  the  attention  of  the  American  people. 

For  many  of  the.se  people,  it  was  their  first  taste  of  action  in  the  political  arena. 
-lad,  for  many,  the  results  of  the  struggle  were  not  entirely  satisfying. 

But  out  of  this  stru(Kle,  a  new  concern  has  been  forged.  This  effort  will  need  to 
be  continued  and  sii'<tained. 

While  it  is  unfortunate  that  we  have  only  one  day  to  examine  the  food  aid 
and  world  food  area,  it  is  entirely  appropriate  that  we  examine  this  area  within 
the  total  agricultural  spectrum. 

It  is  clear  to  me  that  we  need  to  relate  a  whole  series  of  pieces  in  order  to  form 
a  national  food  and  agricultural  policy.  Our  food  aid  must  be  set  within  the 
context  of  a,  sensible  national  policy. 
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Too  often,  iinfortunatcly,  our  discuBsions  have  focused  on  questions  euch  as 
target  nnd  loan  prices,  a  food  reserve,  export  controls  or  food  aid. 

These  issues  are  related  to  one  another,  and  our  consumers  and  fanners  need 
to  understand  what  are  the  national  objecUvee, 

Our  farnuTs  need  ^  sound  agricuttura]  pnterain  to  keep  them  in  business,  afld 
our  cousumcra  want  plentiful  supplies  of  food  at  rftviofkable  prices. 

Many  of  our  farnierB  are  being  driven  from  business  today  because  of  boom 
an4  buHt  farm  prices.  In  place  of  this  unrealistic  doctrine,  the  government,  should 
sbare  in  the  risks  when  oalling  on  formers  to  go  all  out  to  iuoretiee  production. 

We  must  assure  our  farmer?  a  reasonable  return  if  the  weather  is  good  and  we 
have  bumper  crops. 

Our  government  has  not  yet  had  the  courage  to  face  up  to  the  need  for  a  food 
reserve.  This  mechanism  can  very  usefully  buy  surplus  production  in  order  to 
stabilize  prices  for  our  farmers  and  assure  adequate  supplies  for  consumers. 

A  reserve  also  will  enable  us  to  meet  our  commercial  contract  obligatioDS  as 
well  aif  fntemational  food  aid  needs. 

Our  government  has  been  meeting  with  other  countries  over  settjng  up  an 
international  food  reserve.  It  seems  strange  that  we  can  talk  about  an  inter- 
national reserve  without  facing  the  same  issue  fof  our  own  country. 

We  should  be  prepared  to  Took  at  the  issue  of  stable  world  foo»J  prices  and 
their  relationship  to  an  international  reserve.  On  the  domestic  level,  we  hear  a 
great  deal  of  misleading  talk  about  how  reserves  aqd  greater  maiket  stability 
arc  undesirable. 

Frotji  the  experience  of  our  beef,  dairy,  poultry  and  hog  producers  of  the  last 
two  years,  it  should  be  evident  that  increased  stability  of  prices  and  supplies 
would  be  beneficial  to  everyone.  And  now  our  grain  producers  are  beginning  to 
understand  the  folly  of  roller  coaster  prices. 

I  am  hoping  that  thjs  hearing,  with  its  expert  witnesses,  also  will  focus  on  the 
ways  of  improving  the  food  aid  program.  Can  we  draw  any  conclusions  op  the 
benefits  derived  from  title  II  as  opposed  to  title  I? 

I  am  concerned  over  the  rate  of  snipment  of  food  under  the  recently  announced 
Sl.B  billion  level  for  this  year.  This  level  will  provide  around  5.5  million  tonn  of 
food,  but  there  is  serious  question  as  to  whether  this  quantity  can  be  shipped 
during  the  balance  of  the  fiscal  year. 

I  recall  that  the  Administration  refused  to  raise  the  food  aid  level  from  3.3 
million  tons  to  4.3  million  tons  at  the  World  Food  Conference  on  the  grounds 
that  this  would  have  been  inflationary.  Now  the  Administration  has  belHtedlv 
announced  a  5.5  million  ton  food  aid  level,  but  it  will  be  difficult  to  ship  this 

We  will  be  looking  very  carefully  to  determine  how  these  shipping  targets  are 
met.  I  can  assure  the  Administration  that  we  will  be  most  unhappy  it  the  most 
needy  countries  are  neglected  while  food  aid  shipments  for  political  purposes  are 
made  on  schedule. 

I  am  appending  several  tables  to  provide  additional  information  on  our  food 
aid  program  and  the  world  hunger  situation. 

TABLE  A.-Pliet1C  WM  WO  COMMOOITY  SHIPMENISi  AND  FREIGHT 
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Tabk  B:  Public  Law  180— AnovUion  for  Meal  year  1975 
Title  I:  Miiiion, 

A.  Most  severely -affected  rifttions  (MSA) $655 

B.  Other  countries  (30  percent  of  A  4  B)-. 280 

C.  Nonfood  commodities  (ail  to  non-MSA's) 84 

Subtotal __ _ -       364 

D.  Carryin Ali 

Totfti,  title  1 1,075 

Title  II '898 

Total,  public  law  480  (commodities  only) _ 1,471 

I  Includes  MZ.SOIt.OOO  contingency  rice  reserro  (cr  South  Vietnam. 

TABLE  C.-UNCOVERED  FOOe  REQUIREMENTS  OF  "MOST  SEVERELY  AFFECTED"  COUNTRIES.  1S74-)S 
MARKETING  VEAR,  AS  OF  JAN.  24,  IS7J 
IThMuili  ol  nal/ic  tmi] 
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The  Chairman,  Senator  Dole. 

STATEMENT  OP  HOB.  ROBERT  DOLE,  A  U.S.  SENATQK  FKOU  THS 
STATE  OF  EABSA&-Xetw»ed 

Senator  Dole.  I  share  the  views  exppebsed  by  both  tilia  Solictor  from 
Geoma  and  the  Senator  from  Minnesota,  both  of  whom  were  here 
and  plaved  a  role  in  the  early  djiys  of  the  food  for  peaoa  program. 

It  is  important  that  we  understand  the  great  objectives  of  Public 
Law  480  sat  fortb  in  the  proftmble  of  the  Aflt,  and  I  thinJs  that  I 
might,  since  it  is  only  about  a  30-second  paragraph,  just  read  it  as  we 
start  these  hearii^: 

The  Congrees  hereby  declares  it  to  be  the  policy  of  the  United  States  to  expand 
internatioasl'  trade,  t^  develop  and  expand  mafl«t«  for  tb«  United  Slates  agrioulT 
turat  commodities,  to  use  the  abundant  agrioultural  productivity  of  ths  Ufiited 
States  to  combat  hunger  and  malnutrition,  and  to  encourage  economic  develop- 
ment in  developing  countries  with  particular  anipha-is  on  assistance  to  those 
countries  determined  to  improve  their  o\yn  agricultural  production  and  to  promote 
in  other  wayu  the  foreign  policy  of  the  Unit^  States. 

By  and  targe,  that  has  boea  the  purpose  of  the  program  a^id  the 
results  of  the  program.  It  has  more  or  less  fit  the  preamble.  I  aJso  am 
concerned  with  oversight  and  I  am  pleased  to  hear  Senator  Humphrey 
indicate  that  tliere  will  he  some  stroi^g  oversight  hearings.  Tlie 
American  taxpayerB  is  entitled  to  know  where  his  tax  nnonay  gpes,  not 
just  in  foreign  aid  but  also  in  food  for  peace. 

1  want  to  iHiiko  a  part  of  the  recoiii  tlii^  news  release  from  the  USDA 
concerning  the  increase  in  the  current  fiTical  year.  I  think  it  is  a  step 
forward . 
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(The  information  referred  to  follows  :1 

[From  the  yewB,  U.S.  Dpparlment  of  Agriculture] 
Public  Law  480  Budgeted  at  SI. 6  BILLIo^^  in  Cuebent  Fiscal  Year 

Washington,  February  3. — Secretary  of  Agriculture  Ear!  L.  Butt  said  today 
that  the  increase  in  the  new  fiscal  year  1975  budget  for  food  aid  "confirm  once 
again  that  the  U.S.  intends  to  share  fully  in  supplying  needy  nations  with  food — 
even  during  a  period  of  decreased  supplies  in  the  United  States." 

"The  new  budget  level  for  P.L.  480  is  more  than  S600  million  above  earlier 
levels  and  is  a  similar  amount  above  the  actunl  expenditures  last  fiscal  year," 
the  Secretary  said.  "The  increase  in  budget  ivill  bring  projected  shipments  in  the 
current  year  at  least  2  million  tons  above  last  year's  program. 

"The  new  budget  incres.se  reflects  our  continuing  reasaes-sment  of  world  supptiea 
and  the  needs  of  deficit  nations.  There  has  been  some  easing  of  wheat  supplies, 
and  we  should  be  able  to  take  care  of  the  additional  P.L.  480  programming  with- 
out threat  to  domestic  food  supplies  or  interfering  with  normal  marketing." 

The  increase  in  P.L.  480  programs  to  SI. 6  billion  (including  ocean  transporta- 
tion) in  the  current  fiscal  year  compares  T\ith  S963  million  spent  last  year.  The 
volume  of  P.L.  480  food  shipments  in  the  current  fiscal  year  is  expected  to  reach 
more  than  5.5  million  metric  tons,  compared  with  3.3  million  tons  in  fiscal  1974. 

Senator  Dole.  One  reason,  perhaps,  that  they  have  been  able  to 
increase  food  aid  is  that  there  is  the  easine  of  the  shortage  of  supplies 
insofar  as  wheat  and  other  major  commodities  are  concerned.  So  that, 
in  part,  explains  why  it  may  come  somewhat  late,  why  it  may  not 
have  come  at  the  Food  Conference  in  Rome. 

But  it  is  my  hope,  as  it  is  the  hope  of  Senator  Humphrey,  that  this 
increase  can  be  accomplished  prior  to  the  end  of  tnis  fiscal  year, 
June  30,  and  that  it  can  be  on  its  way,  if  not  totally  distributed,  at 
that  time. 

Now,  Mr.  Chairman,  I  have  some  other  comments  and  woidd  make 
them  a  part  of  the  record  at  this  pomt. 

The  Chairman.  Without  objection,  they  will  be  inserted  in  full  in 
the  record. 

[The  prepared  statement  of  Senator  Dole  follows: 

St.'^tement  of  Hon.  Robert  Dolk,  a  U.S.  Senatob   Frou  the   State  of 
Kansas 

Jfr.  Chairman,  we  are  now  in  our  21st  vear  since  that  historic  day,  Julv  10 
1954,  that  the  great  leader— the  34th  President  of  the  United  t^tates — Dwight  D 
Ki^cnhower  signed  the  Agricultural  Trnde  and  Development  Act— known  all  over 
the  world  as  P.L.  480.  In  terms  of  lives  saved  and  improved,  this  was  ani  is  the 
mosit  constructive  letter-number  combination  in  all  history.  It  should  be  memorial- 
ized, and  those  who  were  so  effective  in  bringing  into  being  tt  is  bipartisan  legisla- 
tive giant  should  take  great  pride  in  their  accomplishments. 


.Kf  I  look  around  the  Committee  room,  I  see  some  great  supporters  and  sponsor' 
■of  this  legislation — and  one  former  Food  for  Peace  administrator.  There  are 
many  unsung  heroes  in  this  continuing  struggle,  such  as  the  bureaucrats  who 
helped  draft  this  proposal  and  who,  with  care  and  a  strong  humanitarian  sense, 
have  been  admin isterii.g  it.  There  are  the  dedicated  men  and  women  of  the  great 
voluntary  agencies  for  overseas  relief  and  rehabilitation,  such  as  CARE,  the 
Protestant  Church  World  Service  and  Lutheran  World  Relief,  Catholic  Relief 
Service  and  its  Charita.=  counterparts,  the  American  Jewish  Joint  Distribution 
Committee,  and  a  number  of  similar  privately  supported  humanitarian  organiza- 
tions helping  to  carry  out  the  U.S.  Government's  Food  for  Peace  progam. 
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DECLARATION  OP  POLICIES 

In  the  over  twenty  years  since  the  Public  Law  480  program  was  devised  out  of 
the  hearts  and  mind^  of  brilliant  men,  I  have  watched  it  with  keen  interest  and 
with  growing  awareness  of  what  it  has  accompliahed,  and  what  tasks  lie  before 

It  is  important  that  all  of  us  understand  the  great  objectives  of  Public  Law  480, 
AS  set  fortn  in  the  preamble  of  the  Act.  It  followN : 

"The  Congresshereby  declares  it  to  be  the  policy  of  the  United  States  to  expand 
Jntcrnational  trade;  to  develop  and  expand  export  markets  for  United  States 
a^cultural  commodities;  to  use  the  abtmdant  agricultural  productivity  of  the 
t-nited  States  to  combat  hunger  and  malnutrition  and  to  encourage  economic 
development  in  developing  coiintricn,  with  particular  emphasis  on  assistance  to 
those  countries  that  are  determined  to  improve  their  own  agricultural  production ; 
and  to  promote  in  other  ways  the  foreign  policy  of  the  United  States." 

EXPANDING   EXPORTS 

One  objective  of  Public  Law  4S0  is  the  development  and  espan.sion  of  export 
markets  for  U.S.  agricultural  products.  As  we  look  hack  at  the  export  figures  since 
the  inception  of  this  program  to  the  present,  one  would  have  to  conclude  that 
there  has  been  no  period  in  American  history  in  which  we  have  done  aa  well  in 
our  agricultural  exports.  In  the  1974  fiscal  year,  agricultural  exports  amounted  lo 
S21.3  billion.  Of  this,  dollar  sale<i  set  a  new  record  of  $20.3  billion,  In  the  1975 
fiscal  year,  exports  are  projected  at  a  new  record  of  S22  billion. 

One  of  the  objectives  of  Public  Law  480  ha»  to  do  with  encouraging  economic 
-development.  Is  the  program  mainly  a  crutch  for  the  less-developed  countries — 
or  is  it  providing  strength  to  help  them  stand  on  their  own  feet?  This  is  a  critically 
important   question. 

A  good  test  of  tioonoinic  development  is  a  country's  improving  ability  to  buy 
the  things  it  wants  in  the  commercial  marketplace.  Already  a  number  of  countries 
that  once  received  food  aid  have  become  Important  commercial  customers.  The 
claiisic  examples  are,  of  course,  Japan,  Italy,  and  Spain.  Under  Public  Law  480 
and  varlier  aid  programs,  they  received  conaitterable  assistance.  Today  they  are 
among  our  best  cash  customers. 

Tl  ese  countries,  at  a  critical  time  in  their  economic  developments,  were  aided 
by  Public  Law  480.  They  were  ready  to  carry  out  their  own  dclf-help  programs, 
biit  they  needed  some  help  in  getting  started.  Once  started,  they  have  moved 
-forward  of  their  o 


Other  countries  can  be  cited  that  are  dramatic  in  their  traasition  from  aid  to 
trade;  they  started  with  less  and  have  had  further  to  go. 

The  benefits  of  exports  are  shared  by  non-farm  people.  Hundreds  of  thousands 
of  workers  and  businessmen  across  the  country  owe  part  or  all  of  their  incomes 
to  the  activities  created  by  agricultural  exporting — handling,  transporting,  ware- 
housing, processing,  packaging,  freight  forwarding,  insuring,  financing,  and  regu- 
lated activities.  Exporting  has,  in  itself,  become  a  vast  industry. 

BALANCB-OF-PATMENTB    IMPACT 

Another  benefit  to  the  United  States  of  expanded  foreign  markets  for  otir  farm 
products  is  a  better  balance  of  [>ayments. 

It  is  not  generally  known—  but  it  is  a  tact  of  which  we  nhould  be  very  proud — 
that  American  agriculture  through  its  export  earnings,  is  today  doing  more  than 
any  other  segment  of  the  Nation  to  hold  back  the  critical  outflow  of  dollars. 

There  is  a  growing  indication  of  the  program's  substantial  contribution  to  the 
■development  of  commercial  markets  for  our  farm  products.  These  commercial 
exports  confitltute  Food  for  Peace  at  its  best — mutually  beneliclal,  multilateral 
trade  using  the  eflicie.icy  of  commercial  trade  channels.  The  soundest  and  the 
simplest  '  ay  to  maintain  our  balance  of  payments  would  be  to  utilize  to  the 
maximum  the  productive  efhcipncy  of  our  farmers  by  finding  was's 
our  agricultural  exports  even  more. 


„Google 


ti/fit  that  we  ftave  wed  our  world  leadership  responsibilities  with  our  breakthrough 
in  agricultural  technology. 

Foud  and  fiber  from  American  farms  have  saved  the  lives  of  millions  of  people. 

There  are  millions  of  boyi*  and  girh  today,  throughout  the  WQrld,  who  regulurly 
receive  school  lunches  through  this  program, 

KKT    TO    WORLD    DEVELOPMENT 

It  mnkcB  sf  n<>e  for  the  Unit«d  States  and  other  (exporting  eountriee  to  share 
ahund:i nee— God-given  abiutdance — with  millions  who  lack  that  ftbund^noe.  In 

our  foreign  aid  proRrams,  werecognine  more  and  more  Ihat  h  key  factor  in  economic 
development  will  be  the  future  fthillty  of  people  to  fend  themselves — the  ahility 
to  rejilly  close  the  wtirld's  food  gup.  Thus  we  seek  not  only  tQ  share  our  abundanee 
of  prodtictioii  with  developing  nations,  hut  abio  our  abui^daoce  of  know-how  and 
technology. 

INTER DKPENDENCE   OF   NATIONS 

These  are  the  lessors  of  today.  That  all  of  us  in  this  Nation,  and  in  this  worid, 
are  inlerdepen  dent— that  nope  of  us  is  isolated  froi)i  his  neighbor. 

It  is  not  easy  to  measure  the  accomplishments  of  a  program  with  such  multiple 
objectives  as  U.S.  food  aid. 

Malnutrition  take^  Ur  worst  toll  in  the  first  five  years  of  human  growth,  blunting 
the  physical  development  of  pre-achool  children,  and  \'ery  oftea  retarding  their 
mental  growth  as  well.  In  countries  where  food  shortages  are  both  ohruaic  and 
widespread,  this  irreversible  process  aSeots  up  to  fifty  percent  of  the  infant 
population. 

Million-'  of  youngsters  in  many  lands  are  alive  today  as  a  retvult  of  Ainerican 
compassion  and  American  know-how — and  as  a  result  of  a  unique  partnership 
between  the  public  and  private  seotors  of  this  country. 


VS.  commodities  have  played  a  major  poie  in  maintaining  the  precarious 
balance  between  world  food  production  and  world  food  consumption  foi  a  number 
of  years.  The  current  Act  no  longer  limits  food  aid  to  surplus  oommodinies,  but 
enconipasHes  commodities  determined  to  be  available  by  the  Secretary  of 
Arricutture. 

However,  it  should  be  noted  that  sootion  401  of  the  Act  provides  the  foUowing: 

"No  oommodity  shall  be  available  for  disposition  under  this  Act  if  such  dis- 
position would  reduce  the  domestic  supply  of  such  commodity  tiolow  that  needed 
to  meet  domestic  requirements,  adequate  carryover,  and  anticipated  exports 
for  dollars  as  determined  by  the  Secretary  of  Agriculture  at  the  time  of  exporta- 
tion of  such  commodity." 

We  should  not  overlook  the  need  to  be  reliable  suppliers  to  dollar  customers — ■ 
nor  should  we  repeat  the  soyt>ean  mistake  with  export  controls. 

We  should  not  change  the  priorities  set  up  in  section  401.  We  muft  not  sacriHoe 
the  producers  on  the  guillotine  of  export  controls  in  order  to  move  commodities 
under  P.J..  480.  Our  national  interest  in  commercial  exports  and  the  need  to  shore 
up  an  already  weakened  dollar  must  be  paramount.  Rather,  we  should  produce 
enough  to  meet  the  needs  of  our  domestic  consumers,  dollar  exports,  an  adequate 
carrj"over,  and  our  share  of  food  aid.  We  must  not  make  it  easier  to  impose  export 
c(mtrols.  The  farmer  is  already  suffering  from  the  cuncnt  system  of  expi  rt 
monitoring. 

CALL   TO   OTI- "  "     


There  should  be  an  international  call  upon  other  highly  developed  countries 
to  contribute  their  share  to  the  so;utioii  of  the  world  food  deficit.  The  ihrem-; 
which  accom]>Mny  hunger  and  star.ation  are  so  griat  and  liie  issues  !-o  compli- 
cated Uint  the  experience,  ideas,  siills,  and  rcsoureos  of  us  niuny  coimnie-  as 
po.s-ible  muat  be  brought  to  bear  upjn  tin;  problem.  Tlie  world  community  should 
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i-tiptiort  the  e^aosion  of  intemationM  food  and  agricultural  aseii^tance  programs, 
ini'ludiiiR  Ihe  United  Nations  worid  food  proSralli. 

Tile  world  community  should  call  upon  tnose  cwintries  with  oil  rioh  biUions 
to  spt  aside  at  leaat  a  modicum  of  these  richea  to  impleroetit  an  oil  doHar  for  food 
program.  This  woidd  M  a  practical  rec<^Bit<oii  that  the  ttet  eHect  of  their  pricing 
formuluc  has  been  to  reduce  foud  production.  espceialV  in  developing  countries. 
This  wovlld  be  a  gfeat  act  of  mercy  worthy  of  responsible  men. 

Some  developing  countries  are  dependent  upon  cohCessicmal  sales  and  Inter- 
national contributions  of  food,  especially  from  the  United  States  and  other 
surplus  producing  areag  of  the  Aorld,  to  alleviate  their  fOMl  deficit*,  Tbeee  food 
programs  form  the  cornerstone,  the  foundation,  of  numerous  health,  social,  and 
economic  progiams  directed  at  upgrading  the  self-sufEciency  and  productivity 
of  the?«  hmntries.  These  prop^ms  are  having  a  great  Impact.  Theee  programs 
and  the  Institutions  involved  in  them  cannot  be  permitted  to  falter  or  aurdy. 
these  nations  will  backslide  into  mass  hunger  Mid  social  disintagratian.  Food 
supply  shipments  between  the  surplus  producing  and  deficit  areas  of  the  world 
must  be  kept  viable.  It  is  in  the  national  interests  of  the  developed  countries  to 
do  so.  It  is  in  the  interest  of  humanity  to  do  so,  and  it  is  in  the  interest  of  world 
stabilitf  lf>dn  80.  Otir  real  test  aa  a  nation  dimes  at  a  time  when  our  ^arinK  ^ 
not  the  essy  one  of  relieving  us  of  a  Hun^ue.  This  NMion  uid  the  world  have 
benefited  from  our  beneficence.  Other  developed  tmtlafiB  should  be  urged  to  do 
ffioie  or  to  share  in  the  cost. 

MILESTONE   OF    MAN's   COMCKRN 

As  we  look  back  on  two  decades  of  effort,  the  accMnplishmeiits  aM  Tcmarkable 
by  any  test.  Historians  of  future  generations  may  well  look  back  on  this  expreflsion 
-of  America's  compassion  as  a  milestone  in  man's  concern  for  his  fellow  man. 

J^et  us,  then,  who  share  in  the  miracle  of  American  agriculture,  continue  to 
work  for  a  future  in  which  our  energies  and  our  productivity  will  be  dtivoted  to 
makiAg  life  happiw,  freer,  and  more  abundant  fOr  Ihe  whole  family  of  man. 

The  Nation's  founders  insisted  on  "a  decent  rtapect  td  the  opinions  of  man- 
kind". This  Food  for  Peace  piogriun  is  a  continuing  major  action  on  our  part  to 
Uplift  the  hearts  and  minds  of  men. 


Today  we  shall  hear  from  Congresaihan  Paul  Findley  (R-Ill.),  who  will  outline 
thp  provisions  oT  his  famine  prevention  bill,  H.R.  24S6-  This  legislation  gets  at 
the  pTbblem  of  self-help  for  the  needy  nations,  and  I  am  confident  w«  shall  support 
thi'j  approach  in  tlie  Senate. 

In  twenty  j  ears  the  U.S.  spent  only  $42  million  in  helping  six  land^rant  colleges 
build  nine  similar  land-grant  type  institutions  in  India. 

I  have  had  many  ocassions  to  visit  with  the  faculty  and  staff  (rf  Kansas  State 
University  whibh  worked  on  this  project  In  India  and  know  the  benefits  of  the 
program.  Authorieation  of  up  to  $150  million  annaally  is  a  reasooable  approach 
and  will  allow  sufficient  expansion  as  implementation  of  the  provisions  of  the  act 
prcwtewea. 

■rhe  objective  of  this  program  is  not  to  lRi)}t>se  the  use  of  our  farm  implements 
in  these  primitive  societies,  but  to  train  th«4r  personnel  in  agricultural  techniques 
that  their  fanners  can  use  with  their  present  tools.  The  (»jeot  is  to  share  and 
communicate  information  to  the  farmers  that  will  help  them  grow  more  and  belter 
crops.  It  will  install  a  worldwide  extension  service  operated  by  the  people  of  these 
devdoping  nations.  What  better  way  is  there   to   boost  self-hefp  agriculture? 

I  h»d  dticnlated  a  letter  to  my  coiieagues  in  the  Senate  asking  their  support 
for  this  logislatioD,  however,  another  member  bus  already  introdmoed  the  le^la- 
tion  (S.  658).  My  version,  however,  will  strongly  urge  or  niandate  funding  of  the 
farmer- to-f a rmer  program  under  section  406(i)  of  the  act  to  work  in  conjunction 
»ith  the  land-grant  type  institulion-i  this  legislation  wauld  create. 

I  am  convinced  that  in  addition  to  the  basic  education  that  would  be  provided 
under  Mr.  Findley 's  bill,  a  further  continuing  education,  if  you  will,  through 
direct  farmer-to-farmer  training  on  the  farm  in  the  less  -developed  nations 
*ouid  enhance  the  delivery  of  the  training  and  edOcation  provided  in  this 
Icp^Iatlon. 

Senator  Humphrey.  Will  the  Senator  yield  at  this  point? 

Senator  Dole.  Yes. 
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Senator  Humphrey.  I  want  to  say  that  I  failed  to  mention  the  sales 
promotion  of  exports  under  480.  Mr.  Chairman,  that  has  been  a  god- 
send to  the  people  of  my  State. 

For  example,  in  the  soybean  area,  without  the  sales  promotion 
developed  under  Public  Law  480,  I  am  sure  that  our  cash  crop  out 
there  would  be  one-half  what  it  is  today,  and  I  am  sure  that  is  true  of 
cotton  and  wheat. 

Senator  Dole.  We  would  like  to  get  into  it  now  with  livestock 
products. 

Senator  Humphrey.  That  is  another  area  where  I  think  we  should 
do  Home  promotion. 

The  Chairman.  Are  there  any  other  statements? 

Senator  Clark? 

8TATEHEHT  OF  HON.  SICE  GLARE,  A  U.S.  SENATOR  FBOU  TEE 
STATE  OF  IOWA— Resumed 

Senator  Clark.  Mr.  Chairman,  I  have  a  statement  which  I  would 
like  to  submit  for  the  record. 

The  Chairman.  WitJiout  objection,  it  will  be  inserted  in  full  in  the 
recorfl. 

Senator  Clark,  I  would  like  to  make  a  few  comments.  Above  all  I 
would  like  to  compliment  you  on  deciding  to  hold  a  full  day's  hearings 
on  Public  Law  480,  and  Senator  Humplu-ey  and  you,  on  the  decision 
to  go  ahead  with  a  fuller  healing  on  Public  Law  480. 

As  you  indicated  in  your  opening  statement,  in  the  20  years  that 
the  program  has  been  in  existence  we  have  really  not  done  that  in  a 
very  thorough  way,  and  I  would  just  Hke  to  take  a  few  minutes  tiv 
mention  the  sL\  or  seven  areas  that  it  seems  to  me  we  should  look  at 
today,  be<^ause  we  have  a  very  distinguished  group  of  witnesses  both 
from  the  administration  and  outside  the  administration.  And  these 
areas,  it  seems  to  me,  ore  the  areas  we  should  analyze  at  subcommittee- 
hearings  later. 

First,  there  is  the  whole  question  of  the  goals  of  the  program — 
have  the  goals  changed,  are  they  still  valid  in  terms  of  the  four  criteria 
which  were  set  up  in  the  original  program  20  to  21  years  ^o?  Second, 
the  levels  and  the  continuity  of  fooa  aid.  Should  those  levels  bounce 
up  and  down  from  .3,-3  million  tons  last  year  to  18  million  tons  in  1976? 
Should  they  simply  reflect  our  surpluses  or  should  we  establish  some 
kind  of  percentages  or  minimums  that  other  countries  ouglit  to  de- 
pend upon? 

This  is  particularly  true,  I  think,  in  title  II,  but  it  is  perhaps 
equally  true  in  title  I.  I  think  we  should  give  careful  considerations 
to  the  uses  of  food  aids.  Now,  Senator  Humphrey  went  into  that  in 
adequate  detail.  I  do  not  want  to  belabor  this  whole  question  today 
with  the  witnesses  as  to  whether  food  nid  should  be  used  for  political 
or  diplomatic  purimses  or  for  humanitarian  purposes.  We  have 
clearly  reached  a  point  where  that  decision  is  going  to  have  to  I>e 
made  on  something  more  than  just  the  foreign  aid  bill  as  we  did 
last  year  in  imposing  a  30  percent  limit  on  the  "political"  use  of 
title  1  assistance. 

As  important  as  I  think  that  was,  there  is  some  question  in  my 
mind  as  to  whether  the  hmit  is  enough.  In  any  case,  that  queslion 
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has  to  be  addressed  and  nith  that  the  question  of  who  makes  the 
decision.  Is  the  inter^:eQcy  staff,  the  way  we  have  now,  the  proper 
way,  or  does  that  tend  to  be  dominated  by  one  ^:ency  or  branch 
of  Government? 

Another  area  that  deserves  attention  is  the  whole  question  of  the 
purchase  of  commodities.  Is  that  being  done  in  the  most  competitive 
way?  Is  that  being  done  in  a  way  that  assures  one  or  two  or  three 
companies  do  not  get  all  of  the  business?  The  shipping  procedures, 
I  think,  are  subject  to  the  same  questions—is  it  competitive,  is  it 
done  in  the  best  possible  way?  We  get  all  kinds  of  stories  about  how 
the  food  is  being  used.  Is  it  really  getting  to  the  people?  Is  it  being 
eaten  by  rodents?  Is  it  being  sold  on  the  black  market?  Can  we 
write  something  into  the  bill  to  have  more  assurances  along  that 
Kne? 

Another  question  or  two  that  need  examination — should  we  use 
food  aid  as  leverage  for  development?  Now,  we  try  to  do  that  to 
some  degree  now.  flow  successful  is  that?  Should  it  be  used  for  lever- 
age on  development  or  population  control?  And  lastly,  I  think, 
w-hat  has  the  program  really  cost?  What  is  the  actual  dollar  cost? 

So  it  seems  to  me,  Mr.  Chairman,  that  these  are  the  items  we  ought 
to  look  at  with  the  witnesses"  today  and  in  more  detail  as  the  sub- 
committee meets. 

The  Chairman.  Thank  you  verj"-  much. 

[The  prepared  statement  of  Senator  Clark  follows;] 

Statement  or  Hon.  Dick  Clakk,  a  U.S.  Senator  From  tub  State  op  Iowa 

Mr.  Chairman,  I  want  to  begin  by  thanking  you  for  including  the  Food  for 
Peace  Program  in  the  committee's  review  of  the  1973  Agriculture  Act,  Your 
interest  in  the  record  and  direction  of  our  foreign  food  asaistanca  efTorts  is  shared 
by  countleHs  individuals  here  and  abroad. 

Food  In  es^ntinl.  It  in  iudiijpeiisnble  for  each  pemon,  each  nation,  and  world 
peace.  Only  recently,  however,  have  we  begun  to  give  the  question  of  food  supplies 
the  attention  it  deserves.  You  pointed  out,  Mr.  Chairman,  that  this  is  the  first 
year  in  your  recollection  that  the  Senate  Agriculture  Committee  not  only  has 
retained  ail  its  members  but  also  has  been  the  first  choice  of  several  other  senators 
seeking  new  ooraniittee  assignments.  Everyone  now  reaUzes  the  overriding 
importance  of  this  country's  agricultural  policy  and  its  effect  on  the  d.iil.v  life  of 
people  in  Des  Moines  ond  Council  Bluffs  as  well  as  in  Sri  Lanlva  and  Mali. 

The  Food  for  Peace  Progrsm— PL  480-— has  always  been  an  important  pnrt 
of  U.S.  agriciUtural  policy.  Established  21  years  ago  at  a  time  of  tremendous 
surplus,  the  program  is  now  being  critically  tested  during  a  time  of  shortages. 
Unfortunately,  U.S.  food  assistance  during  the  past  few  years  ha.s  been  declining 
while  the  world  food  situation  has  been  worsening.  Eiirlier  this  month,  the  Admin- 
istration announced  an  incrca.sc  in  the  Food  for  Peace  Program  for  this  fiscal 
year.  The  additional  2.2  million  tons  of  food  that  has  been  committed  is  welcome 
tad  needed,  even  though  there  is  some  concern  that  the  delay  in  the  announce- 
ment of  the  increased  assistance  wiil  prevent  some  nf  it  from  reaching  the  hungry. 
The  increase  may  be  an  indication  that  the  U,S,  is  reassuming  its  leadership  role 
in  food  assistance,  but  there  are  conflicting  signals  open  to  conflicting 
interpretations. 

Over  the  years,  U.S.  food  a^istance  has  become  more  political  at  the  expense 
)f  humanitarian  interests.  For  example,  in  1973,  nearly  half  our  food  assistance 
*ent  to  Indochina  as  thinly-disguised  militarj-  assistance.  In  the  final  days  of 
the  last  session.  Congress  restricted  the  amount  of  food  for  political  purpo.scs, 
reasserting  the  humanitarian  intention  of  the  law.  All  of  this  only  emphasizes  thc- 
need  for  a  fundamental  review  of  PL  480. 

Ls  our  purpose  to  feed  the  hungry  or  to  win  the  hearts  and  minds  of  potential 
■Uies?  Congress  has  indicated  the  direction  it  wants  to  go.  The  Administration^ 
however,  still  prefers  a  different  coiirse. 
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tu  the  mrintlis  bofor?  the  ret^entl.v-announced  Increase  in  PL  4S0,  there  were 
fiKiits  of  BUempts  by  the  AdminUtrAtlnn  tit  circumvent  th6  new  limits  Congress 
placed  on  food  assistance  tor  political  purposes.  Each  attempt  was  an  effort  to 
gain  more  food,  niore  Icveragf,  Tor  political  purposes.  One  attempt  prombted  the 
chairman  of  the  Foreign  Relations  Committee,  Sena  tor.  Spark  man,  tosenaaletter 
on  behfdf  o(  all  the  members  of  thb  cohimittee  to  Sedretary  trf  Slate  Henry 
Ki'tf'inKer  emphasizing  the  law  and  the  intent  of  Congress  to  reetrict  the  political 
uses  of^food. 

Although  the  purpose  of  this  hearing  is  to  revie*  the  flindeiliental  objectives  of 
F<iod  for  Peftce— its  purpose  and  future — -we  cannot  ipiore  the  cnnrnt  ptvrram — 
its  procedures  and  restHctiona.  We  should  look  at  all  phases  of  the  PL  48<ropera< 
tiim — from  who  miAen  the  decisions  to  wbo  makes  thfe  profits.  Whit  dries  Ihb 
urogram  cost  ub  and  does  the  food  actually  get  to  th«  hungry?  At  the  World 
F<H)d  Conference  in  Rome,  the  AdministrAtioh  decided  to  ignore  the  immediate 
famine  at»d  direct  its  energies  to  long  tehn  problems — the  committee  cannot; 
affnrd  a  similar  delay. 

Of  course,  we  can't  expect  to  resolve  all  the  questions  surrounding  our  food 
assistance  program  in  one  day.  The  world  food  problem  is  extremely  complex. 
Questions  of  trade  reform,  {copulation,  devd«pmei|t  assistance  and  technological 
exchange  are  ^1  encompassed  in  the  single  d^estioil  of  ftt^ding  the  woHd's  hubRfJ' 
people.  And  in  this  llgbt,  it  certainly  wonld  be  helpful  if  the  enmmittee  oould 
clwe  the  day  with  a  eaJl  for  further  bearii^  on  the  Food  for  Peace  Program. 

The  Chairman.  Senatol-  Young. 

STATElt^irT  OF  HON.  HILtOH  R.  TOFXS,  A  U.S.  SANATOS  ^tOH 

THE  STATE  OF  NOBTH  SAHOTA— Besnlned 

Senator  Young.  I  consider  Public  Law  480  one  of  the  most  im- 
portant pieces  of  legis)ati<m  this  committee  ever  approved,  and  one 
of  the  most  important  I  ever  cosponsored.  The  sponsor  of  it  was  the 
late  Senator  Schoeppel,  of  Kansas.  We  had  surplusea  then  and  we 
made  good  use  of  tnem.  I  think  the  food  paokagBs  distributed  by 
■church  organizations  and  CARE  have  gained  us  more  friwidR  around 
the  w-orld  than  anything  we  ever  did  with  all  of  the  foreign  aid 
pr^n'ams  put  together. 

The  farmers  in  my  State,  the  wheat  producers,  aje  worried  about 
■surphises  now.  In  fact,  the  Farm  Bureau  ftnd  the  NFO  are  ui^;ing^ 
farmers  to  cut  wheat  acres  from  15  to  30  percent  unless  Congress 
passes  adequate  legislation  to  protect  them  from  surpluses  agaui. 

I  think  an  investigation  of  the  whole  program  is  important  and 
■necessary  to  preserve  and  improve  the  program,  but  I  would  hope 
that  it  would  be  continued. 

The  Chairman.  We  are  honored  to  have  with  us  this  morning  our 
colleague,  the  distinguished  Senator  from  Oregon,  Mr,  Hatfield.  Un- 
fortunately, gentlemen,  because  of  the  vast  number  of  witnesses  who 
wnnted  to  be  heard,  we  have  had  to  impose  a  limit  of  time  of  10 
minutes. 

Senator  Hatfield,  we  are  honored  to  have  you  appear. 

STAT£HENT  OF  UARE  0.  HATFIEID,  A  U.S.  SENATOR  FROH  THE 
STATE  OF  OREGON 

Senator  Hatfield.  Thank  you,  Mr.  Chau-man,  I  will  subscribe  to 
your  time  limit  this  morning. 

I  want  to  first  of  ail  express  my  appreciation  for  this  hearing  and 
for  the  privilege  of  appearing  before  this  committee. 
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Mr.  ChBirman,  the  food  for  peace  program  has  been  operatiag 
fairly  quietly  and  fairly  effectively  foe  20  y«ar9.  It  is  the  only  Govern- 
ment program  we  b^ve  which  is  specifically  designed  to  help  feed  the 
world's  hungry.  There  is  no  doubt  that  it  has  made  a  difference. 

In  the  past  2  years,  the  manifold  ramiiications  of  a  global  food 
shortage  have  gradually  dawned  upon  us.  In  November,  the  U.S. 
delegation  supported  a  resolution  of  the  World  Food  Conference 
plec^fing  an  end  to  world  hiiu^er  by  198S.  If  we  mean  what  we  say, 
the  madequaciea  of  the  Public  Law  480  program  become  apparent 
in  light  of  the  immensity  of  the  task. 

The  purposes  for  which  it  was  created  in  1954  do  not  fit  the  cirouoi- 
stancee  cf  today.  Our  food  for  peace  program  does  not  always  ship 
food,  and  it  does  not  always  serve  peace.  It  is  frequently  motivated 
more  by  a  desire  to  create  new  demand  for  American  agricultural 
commodities  than  a  desire  to  meet  needs  for  food  that  already  exist. 
It  often  responds  to  political  requirements  more  quickly  than  it  does 
to  the  basic  requirements  of  existence.  The  mi^nitude  of  today's 
problems  and  the  prospects  for  the  future  demand  that  we  do  more 
than  make  inoremental  alterations  of  Public  Law  480.  I  believe 
substantive  chaoses  must  be  made. 

For  several  of  us  here,  the  most  recent  argument  about  what 
Public  Law  480  is  and  what  it  should  become  has  been  over  the 
political  use  of  food  aid.  The  1974  shipment  to  Southeast  Asia  of  half 
the  aid  in  Public  Law  480  aroused  the  Congi-ess  to  restrict  the  political 
uses  of  food  aid.  First,  Congress  declared  that  no  more  than  10  percent 
ot  Public  Law  480  aid  could  be  sent  to  any  one.  country.  Then  in  the 
Uneuage  and  legislative  history  of  tlie  Foreign  Assistance  Act  of  1874 
(Public  Law  93-S59),  we  clearly  stated  that  no  more  than  30  percent 
of  title  I  concessional  food  aid  can  be  directed  to  countries  not  identi- 
fied by  the  United  Nations  as  "most  seriously  affected"  by  the  world 
food  shortage.  Despite  that  clear  expression  of  intent,  the  administra- 
tion atteniptcd  to  exclude  aid  to  South  Vietnam  from  tlie  limitation. 
When  that  failed,  it  was  decided  that  the  restriction,  which  specifietd 
"concessional  food  aid,"  did  not  cover  shipments  of  cotton  and 
tobacco,  which  will  be  used  to  boost  political  aid.  But  at  least  in  the 
process  we  managed  to  have  funds  for  Public  Law  480  increased  to- 
ll.47  billion. 

This  skirmish  should  prompt  us  to  make  some  changes  in  the  intent 
and  extent  of  food  for  peace. 

First,  political  considerations  should  be  completel}'  excluded  from 
decisions  about  allocating  Public  Law  480  aid.  Wlien  the  law  was. 
written,  world  hunger  was  not  so  critical  (or  we  were  not  so  aware  of 
it)  and  cold  war  mentality  demanded  that  we  exclude  certain  countries- 
from  our  assktancc  programs  despite  their  needs.  Now  global  hunger 
is  all  too  evident,  and  detente  has  blurred  distinctions  between 
"them"  and  "us," 

It  should  always  have  been  so,  but  now  it  is  imperative  that  our 
food  aid  be  directed  to  those  in  need,  not  those  we  think  we  need  for 
the  accoropliidiment  of  some  grand  foreign  policy  strategy.  We  must 
not  refuse  aid  to  starving  people  who  do  not  agree  with  our  scheme  of 
world  order.  On  the  other  hand,  we  should  not  ship  food  to  foreign 
countries  because  they  happen  to  be  our  allies  and  regardless  of  their 
food  need.  Nor  should  food  be  allocated  on  the  b^is  of  wh%t  natural 
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restmrres  ll  e  recipient  countries  control  and  how  they  could  use  that 
•control  as  an  economic  weapon. 

These  are  all  real  problems  for  our  foreign  policy,  and  must  be 
dealt  with.  But  Public  Law  480  ishould  not  be  tne  tool.  Therefore,  I 
recommend  that  for  at  least  as  long  as  the  world  food  shortage  con- 
tinues all  food  for  peace  aid  be  directed  only  to  those  countries  that 
require  and  request  assistance  to  feed  their  people,  regardless  of  their 
or  our  political  inclinations.  At  least  for  the  immediate  future,  I 
siiggest  that  we  use  the  U.N.  list  of  those  nations  "most  seriously 
iifTected"  by  the  world  feed  crisis  to  deteimine  what  countries  should 
leceive  Pufclic  Law  480  aid.  As  of  January  24,  that  list  included  32 
countries  with  a  total  food  deiicit  of  4.74  million  tons,  3.2  million  tons 
of  which  was  attributable  to  India,  Bangladesh,  Pakistan,  and  Sri 
Lanka.  I  might  add  that  South  Vietnam  and  Egypt  are  not  on  the 
list.  Cambodia  and  Laos  are. 

For  similar  reasons,  I  recommend  that  the  act  be  amended  to  escise 
the  portion  that  establishes  the  creation  of  export  markets  as  one  of 
the  purposes  of  the  program.  U.S.  agricultural  exports  have  quin- 
tupled since  passage  of  Public  Law  480,  and  export  markets  are  well 
■established  around  the  world.  Food  shortages  continuing  indefinitely 
into  the  future  will  assure  sustained  high  export  levels.  Public  Law  480 
need  not  be  used,  therefore,  to  stimulate  exports.  So  long  as  the  world 
food  crisis  continues,  the  sole  purpose  of  food  for  peace  should  be 
feeding  people. 

In  keeping  with  that  purpose,  I  recommend  the  act  be  amended  to 
remove  cotton,  tobacco,  and  all  nonfood  commodities  from  the 
program.  In  fiscal  year  1972,  we  shipped  tobacco  and  cotton  with  an 
estimated  market  value  of  $114  million  under  title  I  of  Public  Law  480, 
In  fiscal  year  1973  the  amount  rose  to  $126  million  in  estimated  market 
value.  This  came  to  a  total  of  slightly  less  than  half  the  estimated 
market  value  of  wheat  and  flour  ($505  million)  for  2  fiscal  years  1972 
and  1973.  (Data  from  Agricultural  Statistics,  1974,  published  by 
USDA.) 

Tlie  shipment  of  tobacco  under  the  food  for  peace  program  is  par- 
ticularly disturbing  to  me.  I  was  astounded  to  ieani  last  year  that  our 
Government,  which  has  found  that  cigarette  smoking  is  hazardous  to 
health,  and  has  placed  restrictions  on  all  advertising  of  tobacco,  then 
uses  taxpayers'  money  to  buy  tobacco,  store  it,  and  ship  it  to  other 
countries,  giving  low  interest  loans  to  support  its  purchase.  Like  many 
citizens,  I  bad  no  idea  this  was  being  done  in  the  name  of  "food  for 
peace."  It  makes  a  mocker\-  of  the  entire  program.  How  much  food 
rich  in  protein  cculd  have  been  grown  on  the  land  that  provides  all 
this  tobacco? 

A  better  case  can  perhaps  be  made  for  cotton.  At  least  it  can  be  made 
into  clothing  and  provide  one  of  the  neces,sities  of  life.  Here  again, 
however,  we  confuse  the  i)ub!!C  by  sending  a  nonfoo<l  item  overseas 
under  the  guise  of  "food  for  peace."  More  importantly,  we  expend 
funds  thnt  could  be  used  for  food. 

I  realize  that  Public  Law  4S0  purchases  of  tobacco  and  cotton  help 
subsidize  the  production  of  tlie^e  commodities.  I  do  not  want  to 
■debate  the  question  of  agriniltural  subsidies  here— it  may  be  that 
these  subsidies  are  quite  legitimate.  If  we  wish  to  continue  them,  so  be 
it,  but  they  do  not  belong  in  the  Public  Law  480  program.  Again,  if  we 
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present  this  prtOT-am  to  the  American  people  as  "food  for  peace," 
It  should  be  exactly  that. 

While  I  do  not  believe  the  production  of  tobacco  and  cotton  should 
be  subsidized  through  Public  Law  480,  I  do  think  we  have  an  obliga- 
tion to  use  the  program  to  support  the  price  of  food  products.  CjTiies 
might  say  that  I  make  this  suggestion  because  Oregon  produces  no 
tobacco  or  cotton  but  a  good  deal  of  wheat,  for  example.  But  I  have  a 
different  reason.  The  Government  of  the  United  States  has  committed 
itself  to  the  effort  to  end  world  hunger  by  1985  and  has  called  upon  the 
American  farmer  to  achieve  maximum  production  in  order  to  meet 
that  goal.  We  not  only  have  an  obligation  to  aid  fore^  countries  in 
need,  we  also  have  an  obligation  to  protect  the  price  of  farm  products 
when  the  American  farmer  responds  to  the  call  for  all-out  production 
with  record  harvests.  If  we  do  not,  we  will  again  have  land  Ijing  fallow 
in  the  United  States  while  millions  go  hungrj-  abroad. 

Senator  Young  has  ah'eady  referred  to  that  specific  problem  this 
morning. 

Therefore,  I  recommend  that  this  committee  make  it  quite  clear  to 
the  American  agricultural  community  that  Public  Ijaw'480  purchases 
of  food  will  be  increased  to  meet  the  food  aid  need  and  to  protect  the 
producer  from  the  price-deflating  effects  of  a  surplus  the  commercial 
markets  cannot  handle. 

In  a  similar  vein,  I  recommend  that  Public  Law  480  be  amended  so 
that  the  establishment  of  food  aid  levels  will  not  be  dependent  Upon 
commercial  considerations.  Presently,  Public  Law  480  levels  are  set 
only  after  allowances  have  been  made  for  domestic  needs,  commercial 
exports,  and  carryover  stocks.  While  I  agree  with  the  first  and  last  of 
those  criteria,  I  believe  commercial  exports  should  not  take  precedence 
over  food  for  peace  aid.  The  countries  that  are  most  seriously  affected 
by  the  world  food  shortage  do  not  have  the  monej'  to  meet  their  food 
requirements  bv  purchases  on  the  commercial  market.  As  a  conse- 
quence, most  of  our  exports  have  gone  to  Russia,  China,  Taiwan,  and 
Korea.  Food  should  be  sent  where  it  Is  needed  most  first,  and  then  any 
remaining  surplus  can  be  sold  for  export.  Again,  Public  Law  480 
purchases  can  be  used  to  support  pri(;es  agamst  the  effect  of  any 
decline  in  commercial  exports. 

All  of  these  recommended  amendments  to  Public  Law  480  attempt 
to  establish  what  I  believe  to  be  an  appropriate  balance  of  ecx>nomic, 
political,  and  humanitarian  concerns.  Obviously,  I  believe  that  the 
last  of  these  should  be  first,  and  that  economic  and  political  con- 
siderations shoukl  always  be  subservient  to  human  needs. 

Even  if  all  my  sumrestions  should  become  law,  the  food  for  peace 
program  would  still  be  a  football  to  be  kicked  back  and  forth  between 
the  State  Department's  foremen  policymakers  and  the  Agriculture 
Department's  farm  economists.  That  is  one  rea-son  why  I  will  be 
introducing  legislation  to  create  an  Office  of  Food  Administration 
headed  by  a  food  administrator  appointed  by  the  President  with  the 
consent  of  the  Senate. 

I  have  discussed  this  proposal  on  other  occasions,  most  recently  at 
the  December  IS,  1974,  hearings  of  the  Select  Committee  on  Nutrition 
and  Human  Needs,  so  T  will  not  go  into  it  in  detail  here.  Suffice  it  to 
say  that  it  is  patterned  after  the  Office  of  Food  Administration  created 
by  President  Wilson  and  run  by  Herbert  Hoover  during  and  after 
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World  War  I.  It  is  intended  to  insulate  the  fopd  for  ^aee  program 
from  bureaucratic  infighting,  and  insure  that  food  aid  is  allocated  on 
the  basis  of  human  needs  rather  than  political  or  economic  interests. 
Furthermore,  the  food  administrator  could  coordinate  all  Government 
and  private  food  aid  efforts  to  enhance  their  effectiveness.  I  expect  to 
introduce  this  legislation  later  this  week.  Your  support  is  welcome. 

The  food  for  peace  program  has  alwaj's  had  a  great  deal  of  potential 
for  alleviating  suffering  around  the  world.  In  this  time  of  global 
food  shortages  it  is  absolutely  crucial  that  the  potential  be  fully 
realized.  I  believe  the  changes  I  have  recommended  can  help  us 
accomplish  that  goal. 

Thank  you  very  much,  Mr.  Chairman. 

The  CH.A.IRMAN.  Any  questions? 

Senator  Dole.  Notaquestion  but  I  think  Senator  Hatfield  reci^izes 
that  you  would  need  to  amend  the  law.  I  read  the  preamble  of  Public 
Law  480.  Maybe  you  were  present.  But  it  mentions,  of  course,  first, 
the  expansion  of  trade,  the  development  of  exports,  and  also  foreign 
policy.  It  does,  of  course,  mention  combating  hunger  and  malnutrition 
and  encouraging  economic  development.  Just  one  area — do  you  see 
any  obligation  on  the  part  of  recipient  countries  to  improve  their 
agriculture,  or  would  you  just  give  it  to  them  regardless?  Miort  term, 
the  emergencies,  yes.  We  have  to  do  it.  But  long  term 

Senator  Hatfield.  I  would  distinguish  between  food  aid,  which  is 
a  short^t«rm  program  which  Public  Law  480  represents,  and  agri- 
cultural support  to  increase  production. 

The  World  Food  Conference  in  Rome  was  very  definitely  geared 
up  to  the  long-range  problems  of  building  the  infrastructures,  of 
building  productivity,  of  building  the  various  other  programs  to 
increase  food  production.  But  that  is  to  be  distinguished  from  food 
aid  deigned  to  believe  the  immediate  need.  No  production  increases 
can  relieve  immediate  need.  That  is  why  wo  have  the  food  aid  pro- 
gram. I  ^ree.  It  is  a  two-fold  program,  long  terra  and  short  texm.  I 
see  Public  Law  480  as  meeting  the  short-tenn  need.  Agricultural 
technology,  production  grants,  and  other  things  sucli  as  working 
through  the  land  grant  coHeg&s  projects  around  the  world  help  to 
increase  production.  These  efforts  plus  population  control  programs 
help  meet  long-term  needs. 

Senator  Dole.  Would  there  be  some  requirement  that  the  receiving 
countrj-  make  an  effort  to  expand  its  agricultural  production  and 
improve  its  technology?  Otherwise  it  is  always  going  to  be  food  aid 
for  that  country. 

Senator  Hatfield.  1  do  not  have  a  fTystal  ball,  I  cannot  tell  you 
what  is  going  to  be  the  time  factor  to  provide  the  food  requirements 
for  each  country  now  receiving  food  aid  or  who  may  have  to  receive 
food  aid  during  the  transition  of  building  that  production  capacity. 

Lot  me  also  say  that  we  are  now  raising  other  questions  that  ai'e 
very  comple\.  Some  of  these  countries'  whole  social  value  system — 
their  population  control  programs,  their  culture — many  of  these 
factors  will  not  be  resolved  overnight.  In  the  meantime,  there  are 
hungry,  starving,  people. 

If  we  are  not  moved  to  share  the  resources  we  have  with  such 
people,  I  would  think  for  our  own  security,  our  own  political  future, 
we  ought  to  recognize  that  himger  today  is  the  greatest  threat  to  the 
existence  of  world  stability.  It  can  do  more  to  undermine  the  stability 
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of  the  world  and  the  peace  of  the  worid  than  any  other  factor,  as  I 
Fee  it.  No  longer  can  we  say,  "The  huhgry  people  are  over  there,  and 
they  are  too  hungry  and  too  weak  to  Organize  against  us." 

Now  that  some  of  these  countries  have  nuclear  materials,  I  think 
that  we  have  to  recognize  the  incrpased  potential  for  the  irresponsible 
use  of  power,  which  use  could  be  very  harmful  to  us. 

The  Chairman.  Any  further  questions? 

Seoator  Clark, 

Senator  Clark.  Mr.  Chairman,  I  would  simply  like  to  say  to  Senator 
Hatfield  that  I  think  his  statement  is  not  only  very  concise  but  also 
excellent,  and  I  think  it  is  not  too  much  to  say,  Ter>'  courageous. 
You  have  certainly  shown  the  leadership  in  the  Senate  and  in  the 
country  on  this. 

Just  one  quick  point  that  I  would  like  to  add  to  your  point  aboub 
the  tobacco  and  cotton  shipments.  When  we  take  credit  for  how 
much  wfe  have  done  in  the  past — and  we  have  done  a  great  deal  in 
food  products — that  we  subtract  the  tobacco  and  cotton  n-ohi  the  food 
because  over  15  percent  of  everything  we  have  shipped  has  been  non- 
food products,  namely,  tobacco  and  cotton. 

We  may  want  to  ship  tobacco  and  cotton,  but  that  ought  to  be  done 
very  openty  and  verj-  clearly, 

I  think  your  proposal  for  s  food  administrator,  which  I  have  heard 
your  discuss  before,  is  an  excellent  one  and  I  for  one  would  like  to 
cosponsor  it. 

Senator  Hatfield.  Thank  you. 

Senator  Huddleston.  Mr.  Chairman? 

The  Chairman.  Senator  HtioDLBsTON? 

Senator  Huddleston,  I  think  it  is  an  excellent  statement,  but  wheii 
you  stopped  preaching  and  started  meddling  in  tobacco  and  cotton 

IGeneral  laughter.] 

Senator  Hdddlbston.  I  will  have  considerable  comment  on  that  at 
the  proper  time. 

The  Chairman.  Thank  you  much.  Senator  Hatfield,  for  your 
contribution. 

Senator  Hati-ield.  Thank  you.  I  appreciate  the  opportunity  to  be 
here. 

The  Chairman.  The  next  witness  is  the  Congressman  from  Illinois, 
the  Honorable  Paul  Findley. 

STATEMENT  OF  HON.  FAITL  FINDLET.  BEPEESEKTATIVE  IN  CON- 
GBESS  FKOU  THE  20TH  CONGRESSIONAL  DISTRICT  OF  ILLINOIS 

Mr.  FiNDLET.  Thank  you,  Senator  Talmadge,  I  have  a  statement. 

The  Chairman.  It  will  be  inserted  in  full  in  the  record  and  you 
may  summarize  it  if  you  like. 

Mr.  FindlBt.  I  would  also  appreciate  having  the  printed  copy  of 
H.R.  2436  included  in  the  hearings. 

The  Chairman.  Without  objection,  it  is  so  ordered. 

Mr.  t'lNDLET.  1  want  to  assure  you  that  in  summarizing  I  will  not 
take  longer  than  I  would  have  taken  if  I  had  read  rtiy  statement. 

[General  laughter.) 

The  Chairman.  I  know  what  you  are  talking  about. 

Mr.  FiNDLEV.  Food  aid,  of  course,  is  the  heftrt  of  Public  Law  480 
and  it  is  an  essential  part  of  the  response  that  the  United  States 
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niakos  to  the  world  food  challenge.  My  reasoo  in  taking  a  few  moments 
of  y(nir  time  liere  this  morning  is  to  suggest  that  food  aid  is  not  a 
sufficient  response.  Someone  said  that  highway  engineers  do  not  solve 
our  problems;  they  just  move  them  aronnd.  And  I  think  a  case  can 
be  made  for  that. 

In  a  somewhat  similar  sense,  the  food  aid,  really,  does  not  solve 
basic  pmblems.  It  does  alleviate  hunger,  that  is  true.  But  as  soon 
as  the  food  aid  is  gone,  the  basic  problem  is  apt  to  remain  perhaps 
even  bigger  than  before  the  food  aid  began. 

So  my  snp^estion  to  my  eotleague~s  in  the  Senate  is  that  they  give 
(;i>nsidcration  to  a  bill  that  hau  been  introduced  by  Senator  Humphrey 
on  (his  side  and  by.  me  in  the  House.  We  have  SO.eospoiwors  including 
chiiirnien  of  four  standing  committees.  On  the  Senate  side.  Senator 
Humphrey  is  joined  by  Senators  McGee,  Tunuey,  Hatfield,  ajid 
Mondale. 

The  bill  in  question  would  authorize  as  much  as  $150  million  a  year 
in  grant,s  to  U.S.  land-grant  imiversilies.  The  purpose  of  these  grants 
would  be  to  enable  these  U.S.  land-grant  universities  to  undertake  the 
very  important  mission  of  helping  to  build  land-grant  type  universities 
abroad.  Some  of  this  has  oJreadv  been  done.  Six  U.S.  land-^ant 
imiversities,  including  t!ie  University  of  Kansa,s  and  the  University  of 
lllinois>  oyer  the  past  20  years  have  helped  build  9  new  land-grant 
type  imiversities  m  India.  And  these  have  been  successe.s.  They  are 
still  functioning,  they  are  still  bringing  education  directly  to  people 
engaged  in  agriculture. 

In  my  view,  the  U.S.  land-grant  system  i^  the  fundamental  reason 
why  American  agriculture  has  gained  in  efficiency  so  dramatically 
over  the  years.  Before  the  Morrill  Act  was  enacted  about  a  centuiy 
ago  American  agriculture  was  backward.  We  were  behind  the  times. 
This  land-grant  system  established  mass  education  of  farmers,  an 
unprecedented  idea,  and  a  few  years  later  brought  continuing  adult 
education  to  farmei-s  in  the  field,  reaching  almost  every  comer  of  the 
Nation.  That  is  when  American  agriculture  really  became  efficient,  to 
take  massive  strides  far  beyond  the  productivity  of  other  nations. 
And  it  seems  to  me  in  this  time  of  great  food  challenge  the  United 
States — in  addition  to  sharing  its  productivity,  its  productive  capac- 
ity, its,  you  might  say,  surplus  production  in  feeding  hungry  people — 
should  take  the  even  more  vital  step  of  sharing  with  other  countries 
the  geJiius  of  the  U.S.  land-grant  system. 

Now  the  bill  that  I  have  introduced,  and  Senator  Humphrey  has 
introduced  and  others  have  cosponsored,  would  place  the  prime 
responsibility  upon  the  U.S.  land-giant  universities.  This  would  be  a 
departure  from  AID  programs  of  the  past  in  which  our  Federal 
Government  was  the  prime  negotiator  in  working  out  the  details  of 
an  arrangement. 

Under  this  proposal,  a  U.S.  land-grunt  universitv  responding  to  an 
invitation  from  our  President,  who  would  probably  act  through  the 
AID,  would  undertake  consultation  with  ii  developing  country  thai 
had  expressed  a  desire  to  work  out  an  amingemenl  either  to  improve 
its  existing  land-grant  type  educational  .system,  or  perhaps  to  help 
build  a  brand  new  institution. 

I  believe  that  investment  of  this  sort  will  pay  dividends  not  only  to 
the  people  of  tlie  countries  that  need  food  but  to  the  people  of  the 
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United  States  in  many  ways.  That  will,  of  course,  help  to  meet  an 
obvious  humanitarian  need.  But  in  time  it  will  help  to  enable  these 
people  not  only  to  feed  themselves  but  to  build  an  economic  base 
from  which  they  can  become  cash  customers  for  U.S.  products  of  all 
kinds,  food  and  otherwise. 

The  Chairman.  Thank  you  very  much  for  your  presentation.  Are 
there  questions? 

Senator  Dole.  I  just  wanted  to  correct  it.  It  is  Kansas  State  Uni- 
versity rather  than  the  University  of  Kansas.  They  are  both  out- 
standing schools,  but  I  went  to  one  and  the  other  one  is  better. 

IGeneral  laughter.] 

Senator  Dole.  I  also  want  to  say  for  the  record  that  Congressman 
Findley  is  well  known  in  the  House  for  his  work  in  agriculture  and  well 
known  around  the  country.  Having  come  to  Congress  at  the  same  time 
and  having  served  on  the  House  Agriculture  Committee  with  him  . . . 
you  are  back  on  the  Agriculture  Committee? 

Is  that  right? 

Mr.  Findley.  Yes,  sir. 

Senator  Dole,  And  after  last  year  you  have  probably  moved  up 
several  notches. 

Bight? 

Mr.  Findley.  That  is  about  the  only  good  thing  that  came  out  of 
November  the  5th. 

[General  laughter.] 

Senator  Dole.  I  have  talked  to  my  friends  at  Kansas  State  Uni- 
versity about  this  valuable  program  and  I  also  circulated  a  letter  to 
my  Senate  colleagues  in  support  of  this  legislation. 

I  might  add  that  I  am  adding  one  little  program  that  I  had  added  to 
Public  Law  480  while  I  was  in  the  House  called  the  farmer-to-farmer 
program.  It  has  always  been  authorized  but  never  funded.  Hopefully, 
before  I  leave  the  Congress  it  may  be  funded  for  some  small  amount. 
It  would  work,  in  my  view,  hand  in  hand  with  your  approach.  I 
certainly  support  your  efforts  and  will  be  helpful  if  I  can. 

The  Chairman.  Senator  Young. 

Senator  Young.  I  wish  to  ask  Mr.  Findley  if  j'ou  work  through  the 
land-grant  college  system,  which  I  think  is  a  good  idea,  the  extension 
service? 

Mr,  FiNOLBY.  That  is  the  heart  of  it.  The  bill  is  drafted  so  as  to 
encoura^te  that  to  the  maximum. 

Now  I  recognize  in  some  roimtries  the  sort  of  extension  system  is 
operated  by  the  Department  of  A^culture  or  the  Minister  of  Agri- 
culture and  is  not  a  part  of  their  univei-sity  sy.item.  But  to  the  extent 
pos.=iiblo,  this  bill  would  encour^e  the  development  of  an  exteiLsion 
system  patterned  on  our  own,  which,  of  coiirse,  is  operated  by  the 
land-grant  universities  themselves. 

Senator  Young,  The  reason  I  ask  is  a  few  years  ago  I  spent  some 
time  in  Yugoslavia.  Their  officials  brought  out  the  point  that  they  hud 
no  way  of  getting  new  agricultural  techniques  to  the  farmers  them- 
selves. They  had  no  extension  service,  no  4H  or  FFA  for  young  people. 

Mr.  Findley.  In  fact,  some  countries  have  agricultural  technicians 
literally  running  out.  of  their  cars.  They  do  not  get  the  technology  to 
the  man  in  the  field. 

Senator  Youn'g.  Thank  voti. 
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The  Chairman.  Anything  further? 

SenatorCLAHK.  Yes. 

The  Chairman.  Senator  Clark. 

Senator  Clabk.  One  thing  further,  Mr.  Findley.  With  regard  to  your 
bill,  I  think  it  is  clear  in  t*rms  of  what  you  say  the  the  United  States 
ha.1  the  kind  of  experience,  knowledge,  and  expertise,  in  a^culture 
that  should  be  ab!e  to  be  translated  to  other  parts  of  the  developing 
world.  I  think  the  concern  is  that  that  be  done  in  a  way  that  helps 
small  fanners  and  iabor-in tensive  types  of  aEjicultiirB. 

We  have  very  great  research  people  at  Iowa  State  University,  but 
Ihnt  is  a  very  different  thin^  than  a  2-acre  pai-t  in  Bangladesh  or 
something.  It  is  another  world  entirely. 

Do  yon  feel  that  your  legislation  ada]>ts  itself  to  that  kind  of  chang- 
ing condition? 

Mr.  Findley.  It  seems  to  me  that  the  land-^ant  nniveraity,  in  its 
very  nature,  is  the  most  flexible  type  of  institution  for  transmitting 
knowledge  to  people  of  varv-ing  ability  and  skill,  and  I  am  sure  that  we 
cannot  possibly  transfer  the  technology'  of  Iowa  or  Illinois  to  develop- 
ing countries.  These  developing  countries  will  imdoubtedly  have  to 
go  ttirough  some  of  the  same  stages  as  our  agriculture  went  through. 
The  university  systems  that  have  had  experience  ail  through  these 
stages,  namely,  Iowa  State  University,  University  of  Illinois,  Kansas 
State  University,  and  others,  seem  to  me  the  best  possible  resource 
upon  which  to  draw  for  this  great  need  for  flexibility. 

The  Chairman.  Anything  further? 

Thank  you  very  much,  Congressman. 

[The  iirepared  statement  of  Representative  Findley  and  a  copy  of 
II.R.  24.36  follo\vs:] 

Statement  op  Hoi 
2 

We  live  in  the  midst  of  ft  woridwide  food  shortage  nnd  views  about  the  nbilitjr 
<if  the  world  to  teed  it.s  people  ebow  periodic  swingfi  between  pesaimism  and  optisim. 
One  thing  is  sure — developing  countries  will  continue  to  suffer  from  growing  food 
deficits  unless  appropriate  action  is  taken. 

Rxperience  shows  that  the  prohlems  nf  developing  countries  cannot  bo  Bolved 
by  simply  meeting  their  emergency  food  needs.  The  only  way  these  nations  can 
.<iveroonie  prospective  food  shortages  in  the  long  run  is  by  producing  more 
themselves. 

Many  countries  have  the  rainfall,  soil  and  climate  to  provide  the  potential  for 
■expanding  food  production  considerably  beyond  present  levels.  What  they  need 
are  wpll-tr;iined,  well-mo tivat<>d  farmers  equipped  with  the  right  tools. 

Currently,  a  large  segment  of  the  lural  population  in  developing  countries  is 
engaged  in  subsistence  fanning.  Failure  to  produce  efficiently  has  its  roots  in  a 
complex  of  interrelated  factors,  often  including  small  operating  units,  Inaccessible 
markets,  ignorance,  and  lack  of  initiative.  Some  of  these  same  factors  were  opera- 
tive during  the  past  century  in  the  United  Slates.  Much  of  the  proip-ess  achieved 
in  advancing  U.S.  agricultural  production  to  a  high  level  of  efficiency  can  be 
attributed  to  an  educational  institution  which  combined  classroom  instruction, 
iidaptive  research  and  adult  education  through  extension,  an  institution  we  know 
as  the  land-grant  college. 

Adaptive  research  and  demonstrations  through  extension  servicea  were  the 
means  by  which  producers,  themselves  poorly  educated  in  the  early  phases  of  the 
prMram,  were  aroused  to  greater  initiative  and  more  efficient  productive  effort. 

The  problem,  then  is  to  provide  agriculturnl  training  for  developing  nations  at 
the  level  which  was  characteristic  of  training  programs  in  our  own  liiud-grant 
institutions  when  we  were  developing  from  sulwistence-level  to  productive-level 
farming.  Such  training  should,  in  addition  to  fonnal  instruction,  include  adaptive 
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Tfwarch  and  demonstration-type  extension  programs  modeled  after  the  agrarian 
agriculture  and  productivity  level  of  the  country. 

While  other  nations  struggle  againat  starvation,  the  United  States  keeps 
setting  new  world's  reoordt  in  per  capita  food  production. 

The  reason  is  easy  to  find. 

For  the  most  part,  food  in  the  U.S.  is  produced  under  a  private  capitalistic  sys- 
tem in  which  financial  incentives  are  established  in  a  competitive  marketplace. 
The  most  efficient  farmer  makes  the  most  money.  The  least  efficient  drops  out  of 
the  industry  and  goes  into  a  different  line  of  work.  The  farmer  produces  for  the 
market,  not  for  government  bins.  He  gets  his  production  directives  from  the 
)t  from  bureaucrats, 
ost  part,  the  role  of 
hof  passed  out  knowledge,  not  o 

This  governmental  role — -that  of  brinfi^ng  knowledge  to  the  farmer — has  been 
vital  to  the  success  of  American  agricijture.  In  fact,  its  importance  cannot  be 
nverrated.  The  educational  services  government  has  provided  to  American  agjicul- 
ture,  in  my  view,  should  guide  us  to  a  promising  new  way  our  govemnmet  ca^i 
meet  the  challenge  of  famine  and  malnutrition  overseaa- 

With  the  signing  by  Abraham  Lincoln  of  the  Morrill  Land-grant  Act  during  the 
Ci\il  War,  the  United  States  became  the  first  nation  in  histoTT  to  set  out  de- 
liberately to  provide  higher  education  to  farmers.  Until  then,  higher  education 
VIS  for  the  elite,  the  profeasions,  the  select  few. 

.\s  it  evolved,  the  land-griint  system  came  to  mean  far  more  than  classroom 
in-'tniction.  It  became  a  great  nationwide  system  of  continuing  education  for 
fiirmera.  Under  it,  extension  specialists  trained  and  directed  by  land-gmnt  imi- 
ver^ities  were  stationed  in  each  county  of  the  nation  bringing  year-round  con- 
tinuing education  to  farmers.  It  is  continuing  education  of  the  highest  order — 
l:i'eping  farmers  up-to-date  on  bettor  farming  methods,  better  seeds,  better 
cheinicals— the  results  of  practical  research  by  land-grant  universities. 

This  elaborate,  effective  system  for  the  distribution  of  knowledge  to  farmers 
<tiitckly  transformed  American  agriculture  from  a  subsistence  level  to  one  of 
ever-advancing  superiority. 

For  veflTs  the  young  men — and  many  young  women — from  these  farm  families 
have  been  going'  to  agricultural  colleges^  adding  a  classroom  dimension  to  the 
adult  education  available  through  eictension  offices. 

There  is  hardly  a  piece  of  cioplond  in  the  country  that  is  not  tiaed  more  effec- 
itvely  year  after  year,  thanks  in  great  measure  to  the  land-grant  system  of 

Thi.'  system  is  one  of  the  great  inventions  of  the  1,'nited  States.  It  is  also  « 
great  resource  waiting  to  be  utilized  fully  to  help  other  parts  of  the  world  banish 
f limine  and  malnutrition. 

It  is  time  that  we  share  our  land-grant  resource  with  a  hungry  world,  and 
share  it  broadly. 

With  substantial  bipartisan  support,  I  have  introdticed  in  Congress  the  Famine 
Prevention  Act  of  1975.  It  would  authoriae  up  to  S150  million  a  year  to  U.S. 
Limd-Grant  Universities  to  enable  them,  in  turn,  to  help  build  land-grant  type 
universities  in  developing  countries. 

TTie  provisions  are  directed  toward  those  measures  that  will  help  food-deficit 
developing  nations  help  themselves  exploit  their  potentials  for  increasing  food 
production.  They  recognize  the  world  food-population  situation,  the  past  signifi- 
cant contributions  of  the  U.S.  land-grant  coUeges  of  agrictilture,  and  the  con- 
tinuing need  for  developing  nations  to  solve  production-limiting  problems  through 
rescHreh  and  education. 

Self-help  hiLH  been  the  cornerstone  of  many  succrssful  programs,  notably 
Point  4  programs,  the  Peace  Corps  and  VISTA.  The  Point  4  and  Pence  Corpra 
exiwrience  has  shown  that  needy  countries  respond  favorably  to  offers  of  U.S. 
:Lisir"tance  which  will  improve  the  lives  of  fheir  people.  My  bill  encourages  aid  in 
improving  their  agricultural  productivity  through  education. 

Joining  me  in  sponsoring  tnis  proposal  arc  more  thim  eighty  of  my  colle.ngues, 
including  the  Chairmen  of  four  standing  committees. 

In  the  United  States  Senate,  Hubert  Humphrey  is  (he  chief  sponsor.  He 
introduced  the  bill  with  Senators  McGee,  Tunney,   Hatfield  and   ftlondale  as 

Tne  bill  is  the  product  of  longs  ti  dy  an'  consul' ati  on  with  officials  of  land  grant 
universities,  as  well  as  officials  of  the  U.S.  Department  of  Agriculture  and  the 
-Agency  for  International  Development. 
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ITnder  this  biU,  the  U.S.  universities  which  have  such  b-rad  experience  in  the 
classroom  and  extenaioo  education  of  farmers — and  in  practical  research — will 
t>c  given  the  opportunity  to  bring  the  food  producing  genius  of  this  system  to 
foreign  countries  which  need  improved  production, 

t£s  means  that  a  specified  land-grant  university  will  be  the  prime  contractor 
for  the  building  of  the  agricultural  uuiversity  in  a  particular  foreign  area. 

By  entering  into  a  contract  with  the  U.S.  government,  our  land-grant  uni- 
versities will  undertake  to  initiate  or  improve  teaching,  research  and  exten.«ion 
work  related  to  food  production,  piocessing  aod  distribution  in  less  developed 
countries. 

Once  a  U.S.  university  h  ready  to  undertake  the  critical  and  complicated 
task  of  helping  build  a  land-grant  type  university  in  a  forei^  country,  the  negotia- 
tion of  an  agreement,  the  organization  of  the  new  institution  and  the  commence- 
ment of  instructions  and  extension  services  will,  of  course,  take  time. 

But  every  day's  investment  in  the  education  of  farmers  wilt  pay  dividends. 
In  m^  view,  this  program  is  so  solidly  based  on  practical  experience  and  succeits 
that  it  gives  great  promise  in  eradicating  famine  from  the  earth  within  our  lifetime. 

For  the  past  twenty  years,  often  under  less  than  ideal  funding  and  administra- 
tive arrangements,  the  colleges  of  agriculture  of  our  U.S.  land-grant  universities 
have  clearly  and  often  dramatically  demonstrated  that  they  have  the  comi>etency 
to  assist  developing  nations  conceive,  design  and  build  land-^ant  type  rural 
universities  to  help  fill  the  nation's  need  to  (a)  solve  production-hmiling  problems 
througb  the  generation  of  problem-solving  knowledge,  (b)  increase  the  number  of 
needed  agricultural  scientists,  teachers,  and  other  leaders,  and  (c)  make  knowledge 
of  improved  production  practices  available  to  farmers  in  such  a  way  that  they 
can  make  practical  use  of  it.  The  United  States  has  proved  through  the  overseas 
assistance  pn)grams  of  its  land-grant  university  colleges  of  agricmture  that  com- 
parable rural  universities  in  developing  nations,  when  properly  conceived,  ade- 
quately funded,  and  wisely  administered,  can  make  the  same  Kinds  of  contributions 
to  expanded  food  production  as  the  U.S.  colleges  of  agriculture  have  made  for 
more  than  one  hundred  years.  Using  $42  million  in  U.S.  funds — part  of  the  money 
" "        ned  local  currencies^ix   iand-grant  universities   i       ' 


U.SS.-owned   local  currencies^ix   land-grant  universities   in   the   pas 
years  ha\e  helped  Ui  build  nine  new  land-grant  tyiic  universities  in  India. 

To  illustrate,  the  Brazilian  Federal  University  of  Vioosa,  during  two  decades  of 
cooperation  with  Purdue  University,  developed  highly  productive  undergraduate 
and  graduate  education  programs,  useful  research  on  priority  agricultural  problems 
and  a  variety  of  educational  linkages  with  the  rural  sector.  N<>rth  Carolina  State 
University's  cooiierativc  program  at  La  Molina  in  Peru  resulted  in  wide  ranging 
and  lasting  impacts  throughout  the  nation's  agriculture.  The  institution  building 
programs  of  the  Universitv  of  IlUnois,  Ohio  State  University,  Kansas  State  Uni- 
versity, the  University  of  Tennessee,  the  University  of  Missouri  and  the  Pennsyl- 
vania State  University  with  sister  institutions  in  India  are  well  known  for  their 
contributions.  Cornell  at  Los  Banos  In  the  Philippines;  Michigan  State,  Kaivuis 
State  and  Wisconsin  in  Nigeria;  California  in  Chile;  Oklahoma  State  in  Ethiopia, 
the  USDA  in  Latin  America,  Africa  and  Asia — the  list  goes  on  and  on.  Most 
leading  agricultural  education  and  research  institutions  of  the  land-grant  s^teni 
were  involved  in  these  activities.  They  contributed  importantly  to  expansion  of 
the  agricultural  education,  research  and  service  capacity  of  the  developing  natious. 

The  prospective  benefits  of  this  program  to  the  American  people  are  jdso  suli- 
stantial.  First  of  all  is  the  satisfaction  of  helping  to  meet  a  growing  grave  humimi- 
tarian  need,  reducing  human  misery  and  degradation,  .Second  is  the  benefit  that 
comes  from  reducing  famine-bred  perils  in  the  form  of  disease,  civil  disorder  and 

And  of  course  as  developing  natioas  build  their  own  road  to  self  support  in 
food,  they  will  then  have  a  solid  base  from  which  to  expand  their  economy  so  they 
can  become  cash  customers  for  goods  and  services  in  world  commerce,  including 
U.S.  farm  products. 

Investment  in  agricultural  education  makes  sense  abroad,  as  it  docs  in  the  U.S. 
The  bosic  idea  behind  this  program  has  been  repeatedly  endorsed  by  the  IJepart- 
ment  of  Agriculture.  Secretary  Butz  has  called  for  "Fooil  fc)r  Peace  academies  that 
will  bring  to  international  agriculture  the  kind  of  intensified  practical  i  raining  t  hat 
the  land-grant  colleges  brought  to  the  common  man  in  the  Unit^^d  States  one 
hundred  years  ago." 

And  Uudeisecretary  J,  Phil  Campbell  said  in  a  si>eech  in  Chicago.  "The  greal<^t 
Con'ril>ntiiin  the  United  State*  and  other  develoijed  countries  cun  make  lowiird 
alleviating  world  hunger  is  to  teach  the  less  fortunate  societies  how  to  produce 
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«nough  agriculturiilly  to  feed  themselves.  By  sharing  our  know-how  in  agrieiillural 
production,  we  are  sharing  a  commodity  far  more  precious  than  food  itself," 

This  program  will  not  have  the  dramui  of  shiploads  of  wheat  streaming  endlessly 
to  food  deficit  countries,  but  in  time  it  will  build  the  foundation  for  successful  imd 
eoduring  self-help. 

Instead  of  creating  dependency  and  desponden^  as  often  occurs  when  handouts 
get  to  be  u  habit,  this  program  will  build  self -sufficiency  and  self-reapect. 

Properly  handled,  and  coordinated  with  a  good  program  of  family  planning, 
'land  grant"  education  can  prevent  famine  worldwide — and,  I  believe,  accomplish 
this  goal  within  our  lifetime. 

The  legislation  must  be  backed  with  a  commitment  of  permanent  fundiag:  of  a 
magnitude  consistant  with  the  task.  It  is  a  massive  task  and  we  should  not  be 
blind  to  this  fact.  It  will  require  a  sizeable  investment  over  a  long  period.  I  ;un 
convinced  that  the  returns  to  this  investment,  to  the  American  people  and  to  the 
people  of  the  world,  will  be  extremelj-  high.  Conversely,  the  cost  to  tnis  nation  and 
W  other  nations  of  not  making  thi,*  investment  would  be  unacceptably  high. 

In  facing  up  to  the  challenge  of  world  food  supply,  let  us  reject  proposaN  like 
government  stockpiling,  whii^  experience  has  demonstrated  will  do  more  harm 
than  good.  Let  us  not  place  our  confidence  in  symbolic  geatures,  like  eating  less 
meat,  inen.sures  which  will  not  necessarily  alleviate  hunger  abroad. 

Instead  let  us  help  to  spread  knowledge  useful  in  food  production  through 
education  of  the  farmers  in  hungry  nations.  Let  us  place  our  confidence  in  our 
OKD  system  of  agricultural  education.  Let  us  renew  our  faith  in  the  philo^iopby 
that  bias  niade  American  agriculture  great. 

IH.R,  243».  94Ib  Con^.,  Ist  eeas.] 
A  BILL  To  prevent  ramliiE  and  pstnbllsh  freedom  from  bunger  hj  Inereaelne  worlil  food 
jiruduFtlon    throiigb    the  developcent   of   laud-graat   tjpe   unlversltleg  In  aerlculCiir:iUy 
derelopHl  natioiia 

Bt  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  Stales  of 
I  America  in  Congress  assembled,  That  the  Congress  declares  that,  in  order  to  pn-vent 
I  famine  and  establish  freedom  from  hunger,  the  United  States  should  help  increase 
I  world  food  production  by  strengthening  land-grant  univeraities  in  the  I'niled 
f  States  to  enable  them  to  assist  and  cooperate  in  develo|jing  and  improving 
land-grant  type  universities  in  agriculturally  developing  nations. 
The  Congress  .so  declares  because  it  finds  r 

(1)  that  the  establishment,  endowment,  and  continuing  support  of  Land- 
grant  universities  in  the  United  Stiites  by  Federal,  State,  and  county  govern- 
ments has  led  to  agricultural  progrej^s  in  this  country; 

(2)  that  land-grant  universities  in  the  United  States,  through  two  decades 
of  experience,  have  demonstrated  their  ability  to  cooperate  with  other  nations 
in  expanding  indigenous  food  production,  while  continuing  effective  support 
of  United  States  food  production  for  both  domestic  and  international  markets; 
luid 

(3)  that  land-grant  universities  in  the  United  States  need  a  stable  source 
of  financial  assistance  from  the  Federal  Government  in  order  to  expand, 
or  in  many  cases   continue,   their  cooperative  efforts   with   other  nations, 

nEPlNITIONS 

Sec.  2.  As  used  in  this  Act — 

(a)  The  term  'land-grant  universities"  means  those  colleges  or  uni\'ersitie3 
in  each  State,  territory,  or  possessi<in,  or  the  District  of  Columbia  now  recei\ing, 
or  which  may  hereafter  receive,  benefits  under  the  Act  of  July  2,  1862  (known 
as  the  First  Morrill  Act),  or  the  Act  of  August  30,  1890  (known  as  the  Second 
Morrill  Act). 

(b)  The  term  "land-grant-type  university"  means  a  school  of  higher  education 
in  a  foreign  country  which: 

(1)  conducts  classroom  teaching  programs  in  agriculture,  animal  sciences, 
and  vocational  and  domestic  arts  appropriate  to  local  needs; 

(2)  eithfr  conducts  or  cooperates  in  programs  of  extension  work,  through 
which  knowledge  concerning  food  production  is  made  available  directly  to 
farmers  and  farm  families; 

(3)  either  conducts  or  cooperates  in  carrying  out  agricultural  research:  and 
<4)  is  orgMiized  to  encourage  the  interaction  aniong  teachin;;,  re^.:<rrh. 

and  extension  work  through  adaption  of  land-grant  principles  to  the  lucil 
characteristics  and  needs. 
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FINANCIAL  ASSISTANCE  TO  LAMKOBANT  UNIVERSITIES  IN  THE  DNITED  STATES 


Sec.  3.  (a)  The  President  Is  autboriied  to  provide  (inBncIal  assistance  to  land- 
grant  universities  under  appropriate  njemoranduma  of  understanding,  to  enable 
them  to— 

(1)  strengthen  their  capacities  in  teaching,  research,  and  extension  work 
relating  to  food  production,  processing,  distribution,  and  conBumption  in 
agriculturally  developing  nations; 

(2)  develop  a  proposal  for  an  agreement  with  on  agriculturally  developing 
nation,  or  university  in  such  ntktion,  to  carry  out  one  or  more  of  the  programs 
s|>ecified  in  paragraph  (3)  of  this  suhseclion;  and 

(3)  enter  into  and  carry  out  cooperative  agreements  with  agriculturally 
dp\eloping  nations  or  universities  in  such  nations,  for  the  conduct  of  one  or 
more  of  the  following  programs  designed  to  aid  in  the  development  of  land- 
grant-type  univprsities  in  tne  cooperating  nation ; 

(A)  co<)j)eration  in  developing  capacity  in  the  Mniversif  y  in  the  cooper- 
ating nation  for  classroom  teaching  in  agriculture,  animal  sciences,  or 
vocational  and  domestic  arts  appropriate  to  local  needs; 

fB)  cooperation  In  agricultural  research  to  be  conducted  in  the  co- 
operating nation,  at  an  international  agricultural  research  center,  or  ia 
the  United  States  as  a  means  of  enriching  the  teaching  process,  providing 
knowledge  and  information  useful  to  either  university  or  naticm,  or 
promoting  increased  efficiency  in  the  production,  marketing,  distribu- 
tion, or  utilization  of  food  commodities  in  either  nation; 

fC)  cooperation  in  the  planning,  initiation,  and  devriopm«nt  of 
extension  services,  through  which  information  concerning  agriculture  and 
related  subjects  is  made  available  directly  to  farmers  and  (arm  fanutiea 
in  (he  agriculturally  developing  nations  by  means  of  education  and 
demonstration  8;  and 

(D)  cooperation  in  the  exchange  of  educators,  scientists,  and  students 
between  tne  two  nations  for  the  purpose  of  assisting  in  the  successful 
development  of  the  university  in  the  cooperating  nation. 

(b)  The  President  shall  determine  which  foreign  nations  are  agriculturally 
developing.  He  shall  establish  and  maintain  a  list  of  agriculturally  developing 
nations  which  express  an  interest  in  establishing  or  developing  land-grant  type 
universties  and  shall  periodically  circulate  this  information  to  all  land-grant 
uuiver-itios  in  the  United  States. 

(c)  The  President  shall  also  solicit  from  land-grant  universities  with  which  he 
has  entered  into  a  memorandum  of  underrtanding  pursusnl  to  section  4  of  this 
Act  ])ro}iu!4alE  for  agreements  l>clween  such  universities  and  agriculturally  develop- 
ing nations  or  universities  in  such  nations. 

UKDEKSTANDINGa  AND  AGREEMENTS 

Pec.  4.  (a)  To  be  eligible  to  receive  financial  assistance  under  this  Act,  a  land- 
grant  university  must  enter  into  a  memorandum  of  understanding  with  the 
President.  The  President  shall  submit  each  proposed  memorandum  of 
underlet  an  ding  to  the  International  I-and-CIrart  University  Adrisory  Bo.nrd 
ffir  its  review  and  e\'aluation  before  entering  into  such  memorandum.  The 
iiiPtrinriindum  of  understanding  nith  regard  to  each  land-grant  university  shall 
Contain  such  terms  and  conditions  u.s  may  be  agreed  upon  but  at  a  minimum 
sh:ill  contain  the  following: 

'1)  a  provision  that  an  ofBnial  of  the  land-grant  university  shall  be  desig- 
nated to  he  responsible  for  the  programs  carried  out  by  such  university 
under  this  Act; 

12)  the  terms  under  which  the  land-grant  university  may  obligat«  and 
expand  funds  for  the  formulation  and  execution  of  jiroposals  relating  to  the 
e-itablishinent  or  development,  or  both,  of  a  land-grant  type  university  in  an 
.i^culturallv  developing  nation,  including  terms  under  which  suboon tract! ng 
with  other  United  mates  institutions  or  agencies  may  occur;  and 

(3)  a  requirement  that  the  land-grant  university  shall  submit  an  annual 

report  to  the  President,  which  report  shall  include  a  slatement  of  the  activities 

enrried  out  by  such  university  pursuant  to  the  memorandum  of  iniderstiinding 

diiring  the  preceding  twelve  months  and  a  jiroiection  of  all  such  activities,  if 

any,  that  it  insy  cmtemplatc  during  each  of  the  next  ten  years. 

fb)U>   Hefore  entering  into  an  agreement  with  an  agriculturally  developing 

nation  or  university  in  such   nation,   a  land-grant  university  shall  submit  the 

proposed  agreement  to  the  President  for  approval.  Before  approving  a  proposed 
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agreement  the  PreBldent  shaH  submit  it  to  the  International  Land-Grant  Univer- 
Bty  Advisory  Board  for  review  and  evaluation, 

(2)  Each  agreement  between  a  land-grant  university  and  an  agriculturally 
developing  nation  or  university  in  such,  nation  shall  aet  forth  the  level,  character, 
and  duration  of  the  obligations  that  the  land-grant  university  and  the  cooperating 
nation  or  university  in  such  nation  agree  to  assume,  and  ehall  include  provisiona 
to  insure  that  the  university  in  the  cooperating  nation  la  a  land-grant  type  uni- 
versity as  defined  in  section  2(b)  of  this  Act. 

INTERNATIONAL  LANiy-attANT  0NIVERSITT  ADVISOBT  BOABD 

Sf.c.  f>.  (a)  To  aflsist  in  the  administration  of  the  programs  authorined  in  section  3 
of  this  Act,  the  President  shall  establish  an  International  Land-Grant  Uni\'ersity 
Advisory  Board  to  be  composed  of  tour  representatives  from  the  Federal  Govern- 
mcBt,  one  of  whom  shall  be  designated  by  the  Secretary  of  Agriculture,  and  four 
npreeentatives  from  the  land-grant  unlvenities  in  the  United  States.  The  Board 
ihail  remain  in  exi8t«nce  indefinitely. 

(b)  The  duties  of  the  International  Land-Grant  Uoiversity  Advisory  Board 
riiall  include,  but  not  1>e  limited  to,  providing  for: 

(1)  review  and  evaluation  of  memoranda  of  understanding  between  the 
President  and  land-grant  universities,  and  each  sut«tantitd  amendment 
thereof; 

(2)  review  and  evaluation  of  proposals  for  agreements  t>ctween  land-grant 
uaiveritie*  and  agriculturally  developing  nations  or  universities  in  such 
nati'ins  ttefore  final  approval  by  the  President) 

(3)  oversight  of  agreementR  and  domestic  activities  authorized  by  this 
Act  and  undertaken  by  land-grant  universities  to  assure  compliance  wiili  the 
purposes  of  this  Act;  and 

(4)  recommendations  to  the  President  for  the  apportionment  of  funds  to 
the  President  for  administrative  expenses  and  to  land-grant  universities 
which  have  entered  into  memorandums  of  understanding  with  the  President 
pursuant  to  section  4  of  this  Act. 

fc)  In  making  recommendations  pursuant  to  subsection  (b)  (4)  of  this  -ioction 
the  International  Land-Grant  University  Advisory  Board  shall  consider  all 
pertinent  factors,  including  the  following: 

(1)  the  capacity  of  the  land-grant  university  in  the  agricultural  sciences; 

(2)  the  capacity  of  the  land-grant  university  to  maintain  an  appropriate 
balance  of  teaching,  research,  and  extension  functions; 

(3)  the  capacity,  experience,  and  commitment  of  the  land-grant  university 
in  international  agricultural  eH'orts;  and 

(4)  the  priority  of  the  problems  to  be  solved  in  the  cooperating  nation. 

WITHSOLDINO    OF   FONDS 

Skc.  6,  11  the  President  determines  that  a  land-grant  university  with  which  he 
has  entered  into  a  memorandum  of  understanding  has  failed  to  comply  with  the 
requirements  of  that  memorandum  or  has  failed  to  carry  out  the  provisions  of  an 
agreement  with  an  agriculturally  developing  nation  or  university  in  such  nation, 
he  may  withhold  any  funds  apportioned  to  or  due  such  land-grant  university. 

FUNDINa 

Skc.  7.  fa)  There  are  authorized  to  be  appropriated  such  sums  as  are  nece*'*ary 
to  carry  out  the  provisions  of  this  Act,  but  not  to  exceed  $150,000,000  in  a  fiscal 
year.  Such  sums  are  to  remain  available  until  expended. 

(b)  Funds  authorized  under  this  Act  shall  be  in  addition  to  any  allotments  or 
gnnts  that  may  be  made  under  other  authorizations, 

fc)  Land-grant  universities  may  accept  and  expend  funds  from  other  sources, 
public  or  private,  in  order  to  caiTV  out  the  purposes  of  this  Act.  All  such  funds, 
i>oth  prospective  and  in  hand,  shall  be  periodically  disclosed  to  the  President, 
as  he  shall  by  regulation  determine,  but  no  less  often  than  in  each  annual  re]iort. 

EXERCISE   OF  FUNCTIONS 

Sec.  8.  The  President  may  eTerciee  any  functions  conferred  upon  him  by  this 
Act  through  such  agency  or  oQioer  of  the  United  States  Government  as  he  shall 
direct.  The  head  of  any  agencj  or  any  officer  to. whom  functions  under  thia  Aot 
are  delegated  by  the  President  may  promulgate  such  rules  and  regulations  aa 
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Diny  he  necessary  tu  carry  out  such  (unctions,  and  may  delegate  authority  to 
pcrfinin  any  such  functionp,  including,  if  he  shall  so  specify,  the  authority  sue- 
cespively  to  redelegate  any  of  such  functions  to  any  of  nis  subordinates. 

The  Chairman.  Before  we  proceed,  I  ask  unanimous  consent  to 
insert,  a  statement  from  Senator  Kennedy. 

[The  statement  of  Senator  Kennedy  follows:] 

Statement  or  Hon.  Edward  M.  Kennedy,  a  U.S.  Senator  Fsou  the  Statb 

OP  Massachusetts 

Mr.  Chairman,  this  is  an  especially  unsettling  time  for  our  country.  In  my  home 
Ftate  iif  Massachusetts^ — as  across  the  nation — the  patience  of  the  American 
pef>|)le  is  being  sorely  tested  in  the  unemployment  line  each  day.  Enduring  tbe 
crushing  burden  of  runaway  inflation  has  become  a  daily  struggle.  And  although 
the  troubled  state  of  our  economy  understandably  captures  our  primajy  attention 
todiiy — there  is  a  companion  crisis,  that  in  the  long  run  is  every  bit  as  important 
and  difficult  for  our  country  and  all  other  nations.  It  is  the  crisis  over  world  food. 

I'nlikc  the  energy  shortage,  the  current  world  food  sitiiation  carries  with  it  the 
dilent  and  deadly  hand  of  stjirvation  and  famine — which  silences  people,  not 
sim[)ly  machines.  Only  those  who  cannot  be  heard  suffer  in  silence  or  die  of 
famine,  and  today,  that  is  a  growing  majority  of  the  developing  world's  population. 

For  year.'j  we  have  thought  ourselves  immune  from  the  impact  of  world  hunger. 
As  mure  and  more  people  perish  from  famine  and  se\'ere  malnutrition,  they  become 
mere  slHlistics,  to  be  added  together  each  year.  Despite  our  generous  policy  of 
international  agricultural  assistance,  the  world  will  continue  to  face  growing 
shnringcs  in  couiing  years,  shortages  which  inevitalily  will  have  a  significant 
impact  up<)n  our  ngriculturnl  policies  here  at  home. 

Since  i9j4  it  has  been  the  intention  of  Congress,  reflecting  the  traditional 
hunjr.ni'arian  concern  of  the  American  people  to  help  arrest  famine,  that  the 
UnitPd  States  come  to  the  aid  of  hungry  nations  in  time  of  need. 

Public  .Law  480 — the  Food  for  Peace  Prograni — has  been  our  response  to 
natiiin^  which  ha\'e  turned  to  iia  for  food,  and  whose  people  measure  food  needs 
in  terms  of  hours  and  days,  not  weeks  and  months. 

The  leg.icy  of  Food  for  Peace  is  an  international  success  story,  evident  in  the 
milliims  of  lives  saved  from  the  ravages  of  hunger  and  famine  wherever  found 
and  The  euccesaful  agricultural  development  programs  funded  under  the  program. 

Unf'irtuuately,  over  the  pa,st  few  years,  the  Food  for  Peace  Program  has  failed 
to  reflect  the  genuine  humanitarian  concerns  of  the  American  people.  Our  food 
surplus  has  not  always  reached  those  who  need  it  most.  Rather  food  for  peace 
has  come  to  be  a  moral  name  for  a  politicized  program  serving  not  only  the  In- 
ten.'si'j  of  hungry  people,  but  also  the  far-reaching  foreign  policy  interests  of  our 
govfniment.  Today,  food  for  peace  has  a  disturbing  tendency  to  arrive  in  ports 
when'  hunger  does  not  exist.  In  1974  alone,  over  4h% — nearly  holt  of  our  entire 
humimitarian  food  shipment  program — wound  up  in  Indochina  to  help  fuel  a  war 
rather  than  to  feed  those  who  are  desperate  for  a  source  of  food.  Nations  experi- 
encing sc\Tre  malnutrition  and  famine  were  forced  to  stand  at  the  end  of  the  line, 
waiting  for  our  government  to  determine  what  would  be  left  over,  after  the  vast 
amount  of  our  surplus  PL480  food  wont  to  purposes  which  cannot  be  called 
humanitarian.  And  while  commercial  food  exports  are  necessary  for  our  balance 
of  payments — a  more  equitable  balance  between  commercial  food  exports  and 
humnnltArian  food  assistance  must  become  a  reality. 

Over  the  years,  abuse  has  piled  upon  abuse.  Food  for  Peace— a  goodwill  program 
of  assistance — -has  become  a  misguided  instrument  of  our  government's  foreign 

Solicy.  Our  government's  neglect  of  the  humanitarian  ideal  and  purpose  of  Public 
law  480  not  only  upset  food  shipments  to  starving  nations,  it  also  caused  chaos 
in  the  shipment  and  delivery  of  emergency  assistance  to  drought-stricken  nations. 
As  a  result,  these  policies  nearly  destroyed  the  many  developmental  food  programs 
of  American  voluntary  agencies,  and  reversed  longstanding  guidelines  on  the 
implementation  of  the  Title  I  and  Title  II  provisions  of  the  law. 

Just  this  week.  Congress  has  learned  that  the  delivery  of  a  substantial  share  of 
Title  II  food — the  grant  portion  of  the  program  administered  by  those  agencies — 
is  in  jeopardy  because  our  government  sat  on  it.s  hands  too  long  before  deciding 
whether  or  not  to  increase  the  funding  for  the  program. 

As  a  result  of  this  long-term  period  of  indecision,  there  is  strong  likelihood  that 
voluntary  agencies  will  not  be  able  to  provide  shipping  facilities  needed  to  trans- 
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port  Title  II  commodities  to  nations  totally  dependent  upon  these  .shipments  to 
help  feed  their  population. 

In  this  era  of  world  hunger,  when  millions  of  famine  refugees  are  on  the  move 
in  search  of  sustenance,  and  when  nations  are  totally  dependent  upon  what  food 
is  available  for  export  in  the  United  States,  we  can  no  longer  tolerate  further 
mismanagement  of  the  Food  for  Peace  Program.  Not  only  do  the  American 
pe<iple  deserve  better  use  of  their  food  surplus,  but  the  United  States  has  made  a 
solemn  commitment  to  help  feed  the  world's  hungry  population. 

In  Rome  last  November— at  the  World  Food  Conference— Secretary  of  State 
Kissinger  committed  the  maximum  available  resources  of  the  United  States 
toward  an  international  effort  aimed  at  alleviating  hunger  and  malnutrition  in 
famine-striken  nations.  Hopefully,  our  active  participation  at  the  World  Food 
Conference  marked  the  beginning  of  a  new  era  of  international  food  assistance 
cooperation.  In  this  spirit,  it  is  time  to  revive  and  reassert  the  humanitarian 
principles  of  Public  Law  480,  and  determine  what  additional  steps  must  be  taken 
by  our  government  to  coordinate  our  international  food  policies,  with  those  of 
the  international  community  and  multilateral  assistance  programs. 

In  an  effort  to  begin  achieving  this  objective,  I  joined  other  Senators  of  this 
panel  in  authoring  an  amendment  to  the  Foreign  Assistance  Act  for  Fiscal  Year 
1974,  which  placed  a  30%  ceiling  on  concessionaJ  political  food  export  sales  under 
Public  Law  480.  It  was  our  intention  to  tie  food  exports  to  an  international 
hum:initarian  barometer,  in  this  case,  the  Most  Seriously  Affected  (MSA)  list 
of  nations  earmarked  for  special  humanitarian  concern  by  the  United  Nations. 
This  amendment  has  received  much  attention  in  recent  weeks,  especially  by 
our  government.  And  this  Congressional  effort,  taken  within  the  context  of  an 
increasing  interest  in  American  loreign  food  policy,  is  a  reflection  of  the  growing 
concern  expressed  by  the  American  people  for  a  p-eater  say  over  our  food  export 
policies. 

The  amendment,  however,  is  only  a  small  step  in  the  more  difficult  task  of 
restructuring  the  entire  Food  for  Peace  program  to  conform  to  the  requirements 
of  a  hungry  world.  Much  has  changed  since  Uie  laws  was  passed  over  twenty  years 
ago. 

In  just  a  few  years,  the  world's  food  supply  has  become  increasingly  precarious. 
Drought  and  conflict  have  turned  traditionally  self-sufficient  or  food  exporting 
nations  into  importers  of  food.  More  and  more  victims  of  drought  are  dying  from 
disease  and  malnutrition,  or  have  become  totally  dependent  upon  international 
food  handouts. 

Farm  machinery  lies  idle  for  lack  of  friel,  as  oil  prices  rise  beyond  the  reach 
of  farmers.  Fertilizer,  the  basis  of  greater  food  production,  is  either  scarce  or 
non-existent.  Without  fuel  or  fertilizer,  and  the  constant  cooperation  of  nature, 
the  tragic  cycle  of  food  deficits  will  become  increasingly  prevalent,  and  with 
each  passing  day,  the  situation  only  deteriorates.  More  people  wait  in  line  for 
food.  More  children  die  from  hunger  and  severe  malnutrition.  More  famine  refugees 
choke  hunger  camps.  And  more  reports  of  famine  and  starvation  with  predictions 
-of  greater  suffering  to  come  reach  our  shores.  We  aa  a  people  can  do  much  t* 
alter  this  dire  trend. 

This  hearing  is  focusing  not  only  on  the  worldwide  food  situation  today,  but 
also  on  the  longer-term  coordination  and  formulation  of  American  intemationBl 
food  policies  which  will  ultimately  decide  the  fate  of  millions. 

The  important  recommendations  for  chan^  in  present  legislation  which  will 
be  raised  here  today,  and  the  new  policies  which  must  be  formulated  in  the  days 
ahe.id,  should  receive  careful  coniiideration  by  our  government  and  the  Congress. 
In  order  to  meet  the  needs  of  famine  stricken  countries,  a  new  foreign  policy  on 
food,  coordinated  with  the  policies  of  other  governments  and  international 
agencies,  must  be  swiftly  adopted  by  our  government,  so  that  we  may  finalbr 
move  ahead  in  meeting  international  food  needs  in  a  coherent  manner.  In  this 
direction,  I  propose  the  following  recommendations  concerning  the  future  of 
Public  Law  480. 

First,  it  is  imperative  that  we  remove  Public  Law  480  provisions  deaUng  with 
hunia.nitarian  food  exports  from  the  policy  straight  jacket  imposed  by  present 
legislation.  Today,  the  Secretary  of  Agriculture,  despite  Congressional  efforts, 
is  still  relatively  free  to  determine  how  much  surplus  humanitarian  food  is  avail- 
able after  anticipated  commerical  exports  are  set  aside.  This  authority,  which 
■has  been  religiously  used  by  the  Department  of  Agriculture  for  over  seven  years, 
has  not  been  without  its  high  price,  and  is  evident  in  the  decreasing  level  ol 
humanitarian  food  exports. 
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I  propose  that  our  surplus  food  earmarked  for  exports  uader  Public  Law  480 
be  programmed  without  such  constraints.  Each  year,  we  ehould  set  a  level  of 
Food  for  Peace  exports  without  reference  to  commercial  sales,  and  within  the 
Food  for  Peace  Program  itself,   we  should  emphasize  humanitarian   exports. 

Second,  the  Food  for  Peace  Program  should  contain  provisions  which  would 
set  a^ide  some  portion  of  our  humanitarian  food  exports  toward  the  creation  of 
a  World  Food  Bank.  This  proposal,  which  I  recommended  over  two  years  u^u, 
has  not  received  the  necessary  attention  of  our  government.  Instead  of  leaving 
ourselves  and  other  nations  to  the  mercy  of  drought  conditions,  we  can  begin 
to  undertake  cooperative  international  atops  in  carrying  out  the  policy  recom- 
mendations of  the  World  Food  Conference. 

Third,  we  must  bring  into  the  open  the  manner  in  which  our  humanitarian 
food  is  allocated  under  the  program.  Officials  representing  different  govenunent 
agencies,  gather  to  decide  each  nation's  food  aUocation.  They  are  an^wer:il)le  to 
tio  one.  Why  should  such  authority  be  permitted  to  continue  without  Congre^-sional 
or  public  supervision  or  input?  Not  only  would  the  interests  of  the  Americau  people 
be  better  served  if  this  practice  came  to  a  halt,  but  also  the  humanitarian  gosls 
of  the  program  could  become  &  reality. 

Fourth,  the  Congress  and  our  government  must  come  to  a  clear  understanding 
over  the  percentage  of  food  exports  to  nations  not  appearing  on  the  Most  Seriouiily 
ABected  list — those  countries  receiving  food  through  a  "security  supporting 
assistance  program".  Until  this  year,  nations  such  as  India  and  Ban^adesh, 
whose  populations  are  the  world's  hungriest,  received  a  small  percentage  of  our 
total  food  exports.  Congress  could  contiDue  to  impose  a  percentage  liniitntion  on 
food  exports  to  "political"  recipients  each  year;  but  this  would  not  be  tniir 
effective  in  saining  the  proper  emphasis  on  humanitarian  exports,  in  the  imple- 
mentation of  the  Taw.  To  gain  this  emphasis  will  require  understanding  of  the 
new  era  of  food  scarcity  not  only  in  our  ijolicies,  but  also  in  the  attitude  of  our 
leaders. 

It  is  important  that  the  developing  world  can  count  on  a  reasonable  level  of 
surplus  American  humanitarian  food.  Tills  level  must  increiise;  and  it  mu:-t  be 
predictable,  so  that  fluctuations  in  price  and  availability  do  not  impose  undue 
hardship  on  these  nation.s,  nor  on  the  price  of  food  here  at  home. 

Fifth,  and  most  important,  our  food  assistance  abroad  must  be  oriented  toward 
multilateral  assistance  programs  and  the  coordinated  efforts  of  other  nations 
which  are  also  contributing  their  food  and  resources  to  famine-stricken  countries. 
Today,  two  agencies,  each  with  parochial  interests,  administer  the  Food  for 
Peace  Program — the  Department  of  Agriculture,  and  the  Agency  for  Interna- 
tional Development.  These  two  agencies  have  failed  to  adminUter  the  program 
effectively  in  conformity  with  the  wishes  of  the  American  people.  Little  oppor- 
tunity is  available  within  the  framework  of  policy  making  to  strengthen  the 
humanitarian  dimension  of  the  program.  As  long  as  this  continues,  the  niiiitakes 
of  the  past  will  be  repeated.  Jt  is  time  not  only  to  amend  the  law,  but  also  to 
laegiu  tne  task  of  implementing  the  recommendations  of  the  World  Food  Con- 
ference, which  provide  a  viable  alternative  to  today's  preoccupation  with  bi- 
lateral food  aid. 

Our  food,  if  wisely  invested  in  the  days  ahead,  can  pay  rleii  dividends  in  the 
future  for  the  economy  and  nutrition  of'  Americans  and  citizens  throughout  the 

The  health  and  well-being  of  people  in  all  nations  is  an  essential  ingredient  in 
building  a  lasting  structure  of  peace  and  world  stability.  Today,  newly  emerging 
nations  in  Africa  such  as  Cape  Verde  will  depend  upon  the  assistance  of  our 
government  and  the  international  community  for  a  viable  start  in  the  task  of 
nation-building.  Wo,  who  have  so  much  food  available  not  only  to  feed  our 
people,  but  to  help  feed  others,  must  undertake  a  greater  commitment  to  help 
today's  hungry  people. 

If  we  are  successful  in  shaping  our  food  aRsintaiice  program  to  work  In  eon- 
junction  with  present  agricultural  de\'elopniettt  and  rehabilitation  programs,  the 
tide  of  famine  can  be  turned  back.  White  we  will  not  be  able  to  end  hunger  abroad, 
our  efforts  today  can  help  millions  of  famine  victims,  and  refiect  a  genuine  anure- 
ness  of  the  world's  growing  interdependence. 

The  Chairman.  The  next  vitnpss  is  Mr.  Richard  E.  Bell,  Deputy 
Assistant  Secretary  of  Agriculture. 
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8TATS1I£NT  OFKICEASD  E.  HELL,  DEFTTTT  ASSISTANT  SECBETAItY 
OT  AOBICTTLTURE  FOR  IHTERNATIOirAL  AFFAIRS  AND  COHMOD- 
ITT  FROaSAHS,  U.S.  SEFARTUENT  OF  AOBICULTUBE 

Mr.  Bell.  Thank  you,  Mr.  CSiairman. 

I  appreciatfl  having  the  opportunity  of  comine  before  the  commit- 
tee this  morning  to  taHi  a  few  minutes  about  Puolic  Law  480. 

I  have  with  me  this  morning  Mr.  Arthur  Mead,  our  Assistant 
Administrator  for  Public  Law  480  at  the  Department  of  Agriculture 
and  the  Chairman  of  the  Interagency  Stan  Committee  for  Public 
Law  480.  Mr.  Mead  oversees  the  day-to-day  operations  of  our  Public 
Law  480  operations  and  is  responsible  for  coordinating  the  work" 
Tvith  other  agencies  on  a  day-to-day  ba.'^is. 

I  think,  Mr.  Chairman,  it  would  be  helpful  to  recount  in  a  very 
brief  form  the  first  two  decades  of  Public  Law  480  to  help  us  look 
ahead- 

In  our  judgment,  Mr.  Chairman,  the  program  has  withstood  the 
lest  of  time.  It  has  operated  successfully  in  times  of  abundance  and 
in  times  of  scarcity.  It  has  served  the  needs  of  various  comitries 
such  as  the  massive  emergency  operation  in  India  in  the  mid-1970'a 
and  the  grain  stabilization  scheme  in  the  Sahel  area  more  recently; 
it  has  programed  upwards  of  $30  billion  in  U.S.  farm  products; 
and  it  has  fulfilled,  with  varying  degrees  of  emphasis,  the  objectives 
of  the  program;  namely,  agricultural  market  aevelopment,  humani- 
tarian feeding,  development  assistance,  and  foreign  policy. 

The  Department  is  particularly  involved  in  that  aspect  of  the 
program  relating  to  the  promotion  of  commercial  farm  exports. 
The  committee  is  aware  of  the  many  former  concessional  sales  recip- 
ients such  as  Spain,  the  Republic  of  China,  and  Brazil,  which  are 
now  large  and  entirely  ca.sh  customers  for  American  agriculture. 
The  growth  of  our  efBcient  agriculture  depends  on  foreign  markets. 
This  trade  totaling  $22  billion  in  calendar  year  1974  supplies  the 
foreign  e?rchange  to  offset  substantially  unfavorable  trade  oalances 
in  other  sectors. 

The  tight  supply  situation  and  higher  commodity  prices  during 
the  past  2  years  have  muted  the  market  development  aspect  of  Public 
Law  480  in  favor  of  humanitarian  and  foreign  policy  a^iects.  As 
the  market  situation  eases,  we  look  forward  to  the  market  develop- 
ment opportunities  the  program  provides. 

Public  Law  480  has  been  sustained  by  six  main  commodity  cate- 
gories and  the  products  of  some  of  them — wheat,  rice,  feed  grains, 
vegetable  oil,  cotton,  and  tobacco.  Programing  during  the  current 
fiscal  5'ear  has  emphasized  the  food  crops  of  wheat  and  rice  where 
our  export  availabilities  have  been  good.  Following  the  decision  to 
increase  commodity  food  aid  recently  to  $1.47  billion,  we  have  set 
tai^ets  of  about  4  million  metric  tons  of  wheat  and  1  million  tons  of 
rice  for  disposition  under  Public  Law  480  as  the  major  components 
of  the  title  I  concessional  sales  program.  The  major  components  of 
the  title  II  donation  program  are  wheat  and  prciducts,  reed  grains 
and  products  for  food  purposes,  and  nonfat  dry  milk. 
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The  volume  of  food  assistance  in  fiscal  year  1975  is  targeted  to 
increase  to  about  5.5  million  metric  tons  from  3-3  million  metric  tons 
last  year.  The  exact  volume  will  depend  upon  our  ability,  along  with 
participating  countries,  to  implement  the  increased  allocations  re- 
sulting from  the  large  increase  authorized  in  food  aid  spending. 

As  we  look  ahead,  we  continue  to  view  PubHc  Law  480  as  a  vehicle 
flexible  enough  to  meet  the  different  objectives  envisaged  20  years 
^o;  and,  they  are  still  relevant.  We  are  coming  tiu-ough  a  period  of 
tight  supplies,  higher  prices,  and  the  iaiperative  to  make  countiy/ 
commodity  allocations  with  great  care.  We  foresee  an  easing  of  the 
supply  situation  and  increased  capabilitj'  to  join  with  other  exporters, 
and  countries  able  to  supply  financii^,  in  reaching  the  World  Food 
Conference  target  of  10  million  tons  in  annual  food  aid  in  cereals. 

Also,  we  support  and  urge  continued  focus  of  the  World  Food 
Conference  resolution  on  increased  productivity,  particularly  in  food 
deficient  developing  countries.  In  this  connection,  there  is  optimism 
in  the  Department  that  increases  in  production  can  be  sustained  so 
that  the  main  issue  and  problem  will  be  the  distribution  and  financing. 

It  might  be  useful  to  review  the  current  situation  respecting  the 
grain  import  reqiurements  of  32  coimtries  designated  by  the  United 
Nations  as  "most  severely  affected"  and  the  deficits  for  the  year 
ending  June  30  for  these  countries  as  reported  by  the  Food  and 
Agriculture  Organization.  Some  of  you  may  recall  that  it  was  ^reed 
at  a  meeting  of  November  29,  1974,  sponsored  by  the  FAO  in  coopera- 
tion with  the  International  Wheat  Council,  to  appraise  the  uncovered 
food  needs  of  the  MSAs.  The  latest  report  for  tne  32  countries,  as  of 
January  24,  reports  a  total  grain  import  requirement  of  about  17 
million  tons  of  which  12.2  million  tons  has  been  covered,  leaving  an 
uncovered  balance  of  about  4.8  million  tons.  Using  the  latest  data 
available  to  us  in  the  Agriculture  Department,  we  estimate  the 
uncovered  import  rec^uiroments  of  MSAs  had  been  reduced  to  about 
3.2  million  tons  by  mid-Februarj-.  About  two-thirds  of  the  remaining 
import  requirements  can  be  met  by  Public  Law  480  shipments  j'et  to 
be  programed.  The  remainder  will  be  filled  by  further  commercial 
purchases  by  the  MSAs  themselves  or  by  food  aid  from  other  donors. 

About  80  percent  of  the  overall  MSA  import  requirement  for 
1974-75  has  been  in  South  Asia  in  the  four  countries  of  India,  Bangla- 
desh, Pakistan,  and  Sri  Lanka.  We  estimate  these  four  countries  had 
total  import  requirements  of  about  12.7  million  tons  of  grain  in 
1974-75.  At  present,  90  percent  of  these  import  requirements  hav^ 
been  covered.  The  import  requirements  have  been  covered  80  percent 
by  commercial  purchases  by  the  countries  themselve~s  and  20  percent 
by  food  aid  programs.  U.S.  food  aid  shipments  are  concentrated  this 
3'ear  in  Soutli  Asia,  Nearly  half  of  the  5.5  million  tons  to  be  shipped 
under  Public  Law  480  during  fiscal  year  1975  is  expected  to  go  tt> 
South  Asia. 

Mr.  Chairman,  we  are  submitting  tables  with  this  statement  show- 
ing Public  Law  480  agreements  entered  to  date  and  commodity 
shipments  on  an  actual  basis  for  fi,scal  year  1972  through  fiscal  year 
1974,  estimates  for  fiscal  year  1975,  and  projections  for  fiscal  year 
1976.  Wc  will  be  hanpv  to  respond  to  the  needs  of  the  committee. 

The  Chaibman.  Thank  you,  Mr.  Bell. 

I  noticed  in  your  statement  that  you  had  programs  to  date — $S0 
bilUon  in  U.S.  farm  products  since  the  program  began. 
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Is  that  correct? 

Mr.  Bell.  Yes,  sir,  that  includes  cotton  and  tobacco. 

The  Chairman.  Will  you  tell  the  committee  a  bi-e^down  as  to 
how  that  distribution  was  made?  First,  title  I — how  much  was  under 
title  I? 

Mr.  Bell.  Over  the  years,  about  25  percent  of  the  Public  Law 
480  program  has  generally  been  used  for  titie  II  or  the  donation 
programs,  and  the  other  75  percent  has  gone  under  title  I.  It  can' 
var\'  substantially  from  year  to  year,  depending  upon  the  situation. 

"the  Chairman.  Of  the  75  percent,  that  would  be  something  on  the 
order  of  S20-odd  billion,  what  percentage  of  those  sales  were  for  dollars 
and  what  percent^e  for  foreign  currencies? 

Mr.  Bell.  I  do  not  have  the  exact  figure  in  mind.  Perhaps  Mr.  Mead 
does.  But  the  early  days  of  the  program  were  concentrated  in  the 
sales  for  foreign  currencies,  A  few  years  ago  the  program  was  con- 
verted to  repayment  in  dollars  in  the  form  of  long-term  credits. 

Mr.  Mead? 

STATEHEHT  OF  ARTHUR  MEAD,  ASSISTANT  ADMINISTRATOR, 
PUBLIC  LAW  480  PROGRAMS,  FOREIBN  AGRICULTURAL  SERV- 
ICE,  U.S.  DEPARTMENT  OF  AGRICULTURE 

Mr.  Mead.  Mr.  Chairman,  we  can  put  the  information  in  the 
record.  In  round  terms  for  currency  sales  totaling  about  probably 
$12  to  S13  billion. 

The  Chairman.  In  foreign  currency? 

Mr.  Mead.  Yes,  sir.  And  now  we  are  exclusively  on  dollar  credit 
and  we  have  entered  into  upward  of  $5  billion  in  dollar  credit 
agreements. 

The  Chairman,  How  much  of  the  $30  billion  has  been  collected  in 
dollars? 

Mr.  Meao.  All  of  the  foreign  currency  sales,  of  course,  involved 
payment  upon  delivery  in  foreign  currency,  so  there  were  no  dollars 
involved  directly. 

The  Chairman,  I  thought  you  had  made  some  contracts  for'doUars. 

Mr,  Mbao.  Yes,  sir,  in  the  $5  billion  level  of  dollar  credits. 

The  Chairman.  How  much? 

Mr.  Mead.  $5  billion  that  we  have  entered  into.  We  have  collected 
principal  of  about  $1  billion  in  dollars  so  far  and  about  $300  million 
or  .so  in  dollars  in  interest.  Those  accounts  are  current.  The  remainder 
Ls  due  over  a  period  of  time.  In  other  words,  we  have  collected  about 
$l!a  billion  in  principal  and  interest  under  the  dollar  credit  program 

The  Chairman.  How  much  has  been  collected  in  foreign  currenries? 

Mr,  Mead.  All  of  the  roughly  $12  or  $13  billion  has  been  collected. 

The  Chairman.  I  thought  we  canceled  $2  billion  to  India  last  year. 

Mr.  Mead.  That  is  correct,  Mr.  Chairman,  that  was  collected,  and 
in  the  rupee  settlement 

The  Chairman.  Do  you  mean  we  collected  it  and  then  sent  it  back 
to  them? 

Mr,  Mead.  What  was  involved  there  was  that  we  had  collected  it; 
yes,  sir. 

The  Chairman.  Where  did  you  collect  it? 

Mr.  Mead.  Where?  In  India.  In  New  Delhi. 
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11ic  Chairi^iak.  Was  it  deposited  to  the  credit  of  tiie  Uiuted  States 
in  India? 

Mr.  Mead.  That  ia  correct,  sir. 

The  Chairman.  And  then  you  have  ^iven  it  back  to  India. 

Mr.  Mead.  Roughly  $2  billion  was  given  back. 

The  Chairuan.  What  other  cancellations  have  you  made? 

Mr.  Mead.  That  is  the  only  major  cancellation  of  this  kind  that 
we  have  had,  Mr.  Chairman. 

The  Chairman.  No  other  of  any  kind? 

Mr.  Mead.  Not  of  this  kind. 

The  Chairiun.  What  was  the  motivation  for  canceling  India's  debt 
while  they  were  building  an  atomic  bomb? 

Mr.  Mead.  From  our  side  I  think  the  moUvation  was  to  end  once 
and  for  all  the  rupee  issue.  In  other  words,  if  the  rupee  settlement 
had  not  been  made,  interest  upon  interest  would  have  accumulated 
through  the  year  20C0. 

The  Chairman.  Cancellation  then  was  a  political  consideration. 

Mr.  Mead.  Yes,  sir,  in  part. 

The  Chairman.  When  you  make  these  concesstooal  sales  for  foreign 
currencies,  exactly  how  is  that  handled? 

Mr.  Mead.  I  am  sorry. 

The  Chairman.  Concessional  sales  for  foreign  currencies,  exactly 
how-  are  those  handled? 

Mr.  Mead.  The  sales? 

Tf'e  Chairman.  Yes.  First  what  is  the  interest  rate? 

Mr.  Mead.  The  minimum  mterest  rate,  Mr.  Chairman,  is  tied  to 
the  interest  rate  of  development  loans  in  the  Foreign  Assistance  Act 
and  the  niinimimi  rates  are  2  percent  during  the  grace  period  and  3 
percent  thereafter. 

The  Chairman.  Two  percent 

Mr.  Mead,  During  the  grace  period  and  3  percent  thereafter. 
Those  are  the  minimum  rates. 

The  Chairman.  What  is  the  tsmis  of  the  loan  maximum  and 
mini  mum? 

Mr.  Mead.  Forty  years  is  the  maximum.  There  is  no  minimum. 

The  Chairman.  What  happened  to  those  currencies?  How  do  we 
use  them? 

Mr.  Mead.  Under  the  current  dollar  credit  arrangements  these  are 
credits.  The  Commodity  Credit  Corporation  gets  a  note  with  payments 
over  a  period  of  time.  The  sales  proceeds  of  the  commodities  under 
the  title  I  sales  agreement  are  the  property  of  the  country. 

The  Chairman.  Wliat  country? 

Mr.  Meao.  The  recipient  coimtry. 

The  Chairman.  Recipient  country.  The  note  that  they  make  to 
lis  is  the  product  of  the  recipient  country? 

Mr.  Mead.  No,  we  have  the  note  and  they  will  pay  dollars  over  a 
period  of  time  When  the  wheat  is  f*old  into  the  commercial  system 
and  generates  currency  it  is  their  proceeds. 

The  Chairman.  In  others  words,  we  cannot  bring  it  home. 

Mr.  Mead.  That  is  right.  We  have  dollar  credit  to  be  pjvid  over  a 
period  of  time  with  interest  and  they  have  a  commodity  and  upon 
entry  into  the  commer(^ial  market  it  develops  proceeds  and  those  are 
theirs.  The  United  State?  mission  abroad  works  with  them  in  using 
these  proceeds  for  economic  and  agricultural  development. 

The  Chairman.  Within  that  countrj? 
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Mr.  Mead.  Yes,  sir. 

The  Chaiemah.  Do  we  bring  any  of  it  home? 
Mr.  Mead.  No,  sir. 

Mr.  Bell.  Part  of  the  proceeds  under  the  foreign  currency  pro- 
gram, Mr.  Chairman,  are  convertible  for  use  in  such  programs  a.t  our 
market  development  program  in  countries  which  are  not  food  aid 
recipients.  I  tlimk  it  is  5  percent  of  the  proceeds  have  to  be  used  for 
market  development  purposes.  It  is  what  was  called  104A,  and  those 
funds,  Mr.  ChMrman,  have  been  used  over  the  years  to  ^nance  our 
market  development  programs  in  Western  Europe  and  in  Japan, 
w^  think  this  b  one  of  the  more  important  aspects  of  the  Public 
Law  480  program;  that  is,  for  marketing  purposes. 

The  Chairman.  Does  it  all  have  to  be  spent  within  that  particular 
country? 

Mt.  Bell.  No.  In  making  up  the  various  agreements  there  was  a 
certain  amount  set  aside  for  market  development  purposes  in  other 
countries. 

The  Chairman.  When  you  mean  market  development  purjwse? 
Suppose  we  send  wheat  to  India  and  you  are  promised  some  rupees. 
Can  you  take  those  rupees  to  another  country? 

Sir.  Bell.  In  the  days  when  we  were  receiving  payment  in  tenns  of 
rupees,  a  certain  percentage  of  those  rupees  had  to  Ije  eoilvertible  into 
hard  currency  and  could  be  transferred. 
The  Chairman.  What  percent? 

Mr.  Mead.  Two  percent.  We  received  5  percent  of  the  total  sales 
for  mariset  development  but  2  percent  had  to  be  converted. 
The  Chairman.  Only  2  percent. 
Mr.  Mead.  Yes,  sir. 

The  Chairman.  How  much  of  that  currency  is  being  >itilized  in 
exchanze  for  dollars  when  American  tourists  visit  those  areas? 

Mr.  Mead.  The  last  I  recall,  Mr.  Chairman,  around  $20  miUinn  to 
$22  million  had  been  used  by  tourists. 

The  Chairman.  Do  you  mean  out  of  $30  billion,  only  $20  million, 
to  S22  milhon  had  been  used  by  tourists? 
Mr.  Mead.  Yes,  sir. 

The  Chairman.  Why  can  we  not  do  more  when  our  tourists  visit 
these  countries  where  we  have  all  these  huge  sums  of  foreign  currencies 
accumulated  to  our  credit  which  we  cannot  take  out  of  the  country? 
Why  can  we  not  sell  them  to  our  tourists  for  dollars  and  do  something 
about  our  balance-of-paj-ment  deficit? 

Mr.  Mead.  There  are  efforts  by  the  Treasury  Department  to  make 
the.se  available  to  tourists,  Mr.  Chairman. 

The  Chairman.  Do  you  mean  you  get  no  takers,  that  is  the  problem? 

Mr.  Mead.  Well,  there  are  not  very  luany  countries  which  are 

excess   currency  countries  where  it  would  be  balance-of -payments 

benefits  to  lis,  and  in  those  areas  there  have  not  been  substantial 

takers,  yes,  sir. 

The  Chairman.  Senator  Dole. 

Senator  Dole.  Do  you  have  any  figures  on  the  total  cost  to  tlie 
United  States  since  Public  Law  480  started  back  in  1954?  You  talk 
about  $30  billion  in  agricultural  commodities.  Are  you  talking  alumt 
the  total  cost? 

Mr.  Mead.  Gross  cost,  yes,  sir. 

Senator  Dole.  Distribution,  transporafion,  interest. 

Mr.  Mead.  It  would  include  certain  ocean  transportation  costs. 
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Senator  Dole.  Are  there  other  costs  not  %ured  in  that  sum  of  $30 
billion? 

Mr.  Mead.  The  interest  costs  are  not  substantial,  Senator  Dole. 
_    Senator  Dole.  And  the  administrative  costs? 

Mr.  Mead.  There  are  some  slight  administrative  costs,  but  the 
bulk  of  the  costs  we  are  talking  about  are  commodities  and  ocean 
freight  to  the  extent  that  we  finance  ocean  freight. 

ISenator  Dole.  So  that  figure  is  just  the  commodity  plus  the  freight 
and  does  not  include  the  millions  of  dollars  that  different  aid  agencies 
■an<l  programs 

Mr.  Mead.  No. 

Senator  Dole.  So  the  real  cost  of  Public  Law  480  to  the  American 
taxpayer  is  greatly  in  excessof  $30  billion  then. 

Mr.  Bell.  I  would  not  say  that,  Senator  Dole,  in  that  these 
.programs  are  administered  by  relatively  few  people  who  are  working 
■exclusively  on  Public  Law  480  activities.  Mr.  Mead  and  his  staff 
«re,  but  most  of  the  people  involved  in  Public  Law  480  have  it  as 
just  one  of  their  jobs  so  they  have  broader  functions. 

Senator  Dole.  So  you  did  not  put  on  any  additional  pflrsomiel 
over  the  years  for  Public  Law  480. 

Mr.  Bell.  We  did  a  few  but  not  very  many. 

Senator  Dole.  In  other  countries? 

Mr.  Bell.  When  you  get  overseas,  Senator  Dole,  the  AID  people 
do  a  lot  of  the  servicing,  so  you  would  have  to  take  something  out 
of  the  AID  budget  and  count  it  as  part  of  the  administration  of 
Public  Law  480.  But  again,  I  do  not  think  it  would  be  very  much. 

Senator  Dole.  I  am  not  quarreling  with  you.  I  am  just  suggesting 
that  perhaps  it  is  even  more  than  that. 

.  I  attended  the  World  Food  Conference  and  I  thought  it  was  an 
exercise  in  kicking  America  around.  It  just  seems  to  me  that  the 
record  ought  to  reflect  what  this  country  has  done,  evervthing  we 
have  done,  how  much  it  has  cost.  Not  .just  the  value  of  the  food 
ecmmodities — we  do  not  expect  to  be  thanked — ^but  now  and  then 
at  least  we  ought  to  tell  our  own  people  what  it  costs  as  we  expand 
it  further. 

According  to  the  news  reports  the  voluntary  agencies  are  acclaim- 
ing that  you  cannot  move  this  additional  food  provided  in  funding 
levels  for  this  fiscal  year. 

Are  jou  going  to  be  able  to  deliver  the  food  to  those  in  need  by 
June  30?  Senator  Humphrey  raised  that  question,  too.  You  may  not 
iiave  been  here,  but — — 

Mr.  Bell.  I  think  that  in  the  case  of  title  I  we  may  have  some 
difficulty,  but  in  the  case  of  title  II,  we  do  not  expect  to  have  trouble 
Diovii^  that. 

We  do  expect,  in  the  case  of  the  title  1  component,  to  need  some 
luck  to  get  the  4  million  tons  of  wheat  moved,  the  million  tons  of 
rice  lliat  we  have  set  out  to  do. 

Senator  Dole.  What  happens  if  you  do  not  get  that  moved?  Doeb 
it  go  into  the  next  fiscal  year? 

ftlr.  Mead.  Yes,  sir,  it  does. 

Senator  Dole.  Why  would  you  program  something  you  could  not 
deliver?  Just  for  public  relations? 

Mr.  Mead.  I  think  what  Mr.  Bell  is  saying  is  that,  on  the  title  I 
side,  it  involves  negotiating  agreements,  with  a  foreign  country.  It 
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inTolves  their  actual  buying.  It  means  their  folding  4S0  into  their 
commercial  program,  and  therefore  there  are  elements  not  within 
our  control  which  could  lead  to  some  carryouta  at  the  end  of  the  year. 

Senator  Dole.  How  much  time  do  you  need  to  negotiate  an 
agreement?  Is  there  any  general  time  frame  you  need  after  the  agree- 
ment was  reached  or  signed  to  start  dehveiy? 

Mr.  Mead.  For  those  countries  such  as  Bangladesh  and  Pakistan, 
who  are  very  familiar  with  the  program,  we  can  issue  purchase 
authorizations  immediately,  and  they  can  implement  them.  In  some 
of  the  newer  countries,  there  may  be  difficulties  or  logistical  problems. 

Senator  Dole.  If  the  agreement  is  reached  in  this  year,  does  it 
have  to  be  delivered? 

Mr.  Mead.  Technically  it  does,  although  traditionally — and  we 
have  had  this  every  year — if  there  are  quantities  carried  over,  we 
Dormallv  carry  them  over  into  the  next  year. 

Mr.  Sell.  And  they  count  against  next  year's  budget. 

Mr.  Mead.  But  that  would  be  delivered  in  July  and  August,  and 
of  course  the  food  is  needed  then,  too.  But  there  could  be  some  delay, 
yes,  sir. 

Senator  Dole.  I  was  trying  to  explain  the  expressed  criticism  that 
■"they  increased  what  they  were  going  to  do  in  this  fiscal  year,  knowing 
in  advance  that  it  could  not  be  accomplished."  When  you  go  from 
3.S  to  what? 

Mr.  Bell.  5.5  million  tons. 

Senator  Dole.  It  is  a  significant  increase.  How  much  of  that  do 
you  think  is  actually  going  to  be  delivered? 

Mr.  Bell.  I  think,  Senator  Dole,  we  will  be  close  to  the  5.5.  If  we 
are  short,  I  would  not  think  it  would  be  more  than  200,000  or  300,000 
fons.  Our  most  difficult  problem,  in  fact,  lies  in  the  rice,  not  in  the 
wheat. 

Senator  Dole.  What  portion  of  title  II  donations  are  going  to  be  in 
the  form  of  processed  or  blended  foods? 

Mr.  Mbad.  1  think  our  tabic,  Senator  Dole,  should  indicate 

Senator  Dole.  The  one  which  is  attached? 

Mr.  Mead.  I  believe  it  does.  I  hope  that  it  does. 

Senator  Dole.  Would  that  be  under  "Other"? 

Mr.  Mead.  I  coidd  find  it,  or  I  could  furnish  it  for  the  record. 

Henator  Dole.  If  you  would  just  furnish  it  for  the  record,  please, 

[The  following  material  was  subi^equently  received  for  the  record:] 
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Senator  Dole.  In  your  statement  you  mentioned  on  reaching  the 
Woi'ld  Food  Conference  a  total  of  12  million  tons  in  annual  food  aid  in 
cereals.  What  will  be  the  U.S.  share  of  that? 

Mr.  Bell.  That,  Senator  Dole,  would  be  yet  to  be  negotiated.  At 
the  present  time,  the  international  commitments  for  food  aid  and 
cereuls  amounts  to  only  about  4%  to  5  loillion  tons  a  year.  There  are  two 
commitments  which  we  in  the  U.S.  Government  have  on  an  inter- 
national baflis  for  food  aid.  One  of  them  is  the  Food  Aid  Convention 
of  the  International  Wheat  Agreement  of  1971  as  amended,  by  which 
we  are  committed  to  supply  1.9  million  tons  a  year.  We  generally  have 
exceeded  that.  We  also  axe  committed  currently  to  suppl^nng  about 
$70  million  a  year  under  the  World  Food  prc^am,  all  of  that  is  met 
through  the  title  11  donations,  so  that  it  has  not  yet  beui  decided  how 
this  10  million  tons  would  be  shared  among  various  donors.  It  was  the 
contention  of  the  present  food  aid  donors,  basically  the  United  States, 
Canada,  Australia,  the  European  Community,  and  Ai^entina,  that  if 
we  did  increase  the  international  commitment  from  the  jii-esent  iH 
million  tons  to  5  million  tons,  up  to  10  million,  that  we  would  expect 
that  there  should  bo  some  new  donors  to  come  into  it.  We  were  par- 
ticularly hoping  that  we  might  be  able  to  have  some  financing  from 
some  of  the  oil  producing  countries. 

Seaiator  Dole.  That  is  my  next  question.  Has  there  been  any  indi- 
cation that  that  is  forthcoming,  any  financing  from  the  oil  producing 
countries? 

Mr.  Bell,  At  this  stage,  there  has  not.  The  oil  producing  countries 
apparently  are  supplying  substantial  amounts  of  funds  for  aid  and 
development  puri)osos.  But  at  this  stage,  thej-  have  not  gotten  into  the 
food  area.  We  would  hope  that  they  will,  though,  as  time  goes  on. 

Senator  Dole.  What  about  processed  foods  under  title  I;  processed 
grain  products,  title  I  and  title  II,  like  flour?  It  provides  a  lot  of  em- 
ployment; not  only  within  a  State,  but  also  dockworkers.  Is  an  effort 
being  made  in  this  program  to  help  our  economic  conditions?  Will 
there  be  any  significant  amounts  of  flour,  for  example,  under  title  I 
and  title  II,  shipped? 

Mr.  Bell.  I  \vould  ask  Mr,  Mead  to  answer  that. 

Mr,  Mead,  Most  of  the  flour  and  processed  products  that  we  ship. 
Senator  Dole,  are  under  title  II. 

Senator  Dole.  Right. 

Mr.  Mead.  Because  of  the  type  of  recipients  to  w-hich  these  ship- 
ments are  directed  under  title  1,  the  opportimities  for  products  are 
more  limited.  Most  of  the  countries  have  mills.  And  therefore,  the  bulk 
of  the  shipments  has  been  wheat.  However,  there  are  certain  countries, 
like  Sri  Lanka  and  Guinea,  where  we  auticinate — particularly  Sri 
Lanka — substantial  shipments  of  flour,  Bej'oncf  that,  for  some  of  the 
other  recipients,  such  as  Egy])t  and  possibly  Syria,  there  moy  be  some- 
possibiUties  for  flour  shi|)ment  since  they  ore  traditionally'  substwitial 
flour  importers. 

The  Chairman.  Senator  Clark? 

Senator  Clahk.  Just  two  or  three  followup  questions  to  what  the 
other  two  Senators  have  alreudv  asked,  particularly  on  the  shipping 
or  the  carrying.  As  I  understood  your  comment,  Mr.  Bell,  there  is  a 
carry -in  from  one  year  to  the  next,  but  it  is  automatically  subtracted 
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from  the  budget  of  next  year,  so  that  yon  really  keep  it,  but  in  effect 
lose  it  in  that  it  is  subtracted  from  the  next  year's  budget. 

Mr.  Bell.  That  is  correct,  sir, 

Senator  Clahk.  And  my  question  is,  what  percentage?  We  are 
now  virtually  three-quarters  of  the  way  through  this  fiscal   yettr. 

What  percentage  of  title  I  and  title  II  of  the  6.5  total  has  actually 
been  shipped?  We  are  talking  a  lot  here  about  whether  we  can  atut 
ship  it.  What  percentage  of  title  I  and  title  II  has  been  shipped  with 
the  year  three^ourths  over? 

Mr.  MfiAD.  Probably  not  more  than  25  percent. 

Senator  Clark.  So  you  still  have  75  percent  to  ship  in  the  last  25. 
percent  of  your  time? 

Mr.  Mead.  In  the  last  one-third,  at  least. 

Senator  Clark,  Well,  you  have  4)^  months. 

Mr.  Bell.  It  is  not  unusual  for  us  to  concentrate  our  shipments- 
during  the  latter  part  of  the  year. 

Senator  Clark.  I  see.  Why  is  that? 

Mr.  Bell.  Generally,  the  procedure  has  been  that  we  do  not  watit 
the  aid  shipments  to  interfere  with  the  commercial  markete,  and  we 
left  those  somewhat  clear.  We  get  a  feel  for  the  market,  and  begin 
programming  the  food  aid  shipments.  There  is  always  a  tendency,  it 
seems,  for  the  shipments  to  be  concentrated  more  in  the  latter  one-half 
of  the  year.  Admittedly,  this  year  we  are  farther  behind  than  we  have 
been  in  some  years.  But  I  stiU  think  that  other  than  the  problems  we 
have  on  rice,  I  think  we  have  a  good  chance  of  getting  cloae  to  the  5.5 
million  tons. 

Senator  Clark.  I  was  under  the  impression  at  the  Rome  food  con- 
ference that  we  were  advised  that  we  were  really  shipping  it  at  a  faster 
rate  than  normal,  and  we  were  really  moving  in  the  direction  of  higher 
food  aid  levels,  even  though  we  were  not  prepared  to  announce  those. 

Mr.  Bell.  The  discussion  at  that  time  as  I  recall  it.  Senator  Clark, 
had  to  do  with  our  commitments  rather  than  our  actual  shipments. 

Senator  Clark.  Yes. 

Mr.  Bell.  And  I  think  we  were  farther  along  in  commitments  at 
that  time  than  many  people  were  aware  of. 

Senator  Clahk.  The  second  question;  if  you  cannot  ship  all  of  title  I^ 
do  you  intend  to  abide  by  the  fore^  aid  bill  amendment  of  70/M? 
Are  you  prepared  to  give  the  Congress  the  assurance  that  that  amend- 
ment will  be  abided  by  even  if  you  do  not  ship  all  of  the  food? 

Mr.  Mead,  Senator  Clark,  the  70/30  provision  provides  that  not 
more  than  30  percent  of  concessional  food  allocations  be  made  avail- 
able to  non-MSA  countries,  and  that  is  the  basis  upon  which  we  are 
proceeding.  Senator  Hatfield  earlier  talked  about  this  not  applying  to 
nonfood.  It  would  apply  only  to  food  on  a  70/30  basis,  and  we  are 
proceeding  on  the  basis  of  allocating  70/30. 

Senator  Clark.  So  there  is  no  guarantee  you  are  going  to  ship  70/30, 
only  the  guarantee  that  you  will  allocate  it;  and  if  it  is  not  shipped  by 
June  30,  you  will  just  subtract  that  from  next  year's  budget?  In  point 
of  fact,  will  you  not  be  shipping  70  percent  of  the  food  to  the  most 
needy  nations,  or  not  necessarily? 

Mr.  Mead.  Well,  not  necessarily.  But  I  would  think  very  hkely, 
given  the  concentration  in  South  Asian  MSA  countries.  I  would  put 
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it  a  little  differently,  Senator  Clark.  It  would  carry  over  into  next 
year's  budget  and  next  year's  availabilities,  and  rather  than  being 
subtracted,  I  think  we  would  take  those  into  account. 

Senator  Clark.  But  you  are  not  under  requirement  of  law,  because 
that  law  only  applies  until  June  30? 

Mr.  Mead,  What  I  am  saying  is,  we  would  take  those  amounts  and 
quantities  into  accoimt  in  formulating  a  program  for  the  following 
year.  But  you  are  correct;  the  law  provides  for  allocation,  and  it  is 
our  intention  of  following  those  provisions  by  allocating  70/30. 

Senator  Clark.  But  you  are  prepared  to  say  that  you  are  willing 
to  try  to  get  a  70/30  split  in  a  shipment,  as  well  as  the  allocation? 

Mr.  Mead,  Yes,  sir. 

Senator  Clark.  The  other  question,  which  the  Chairman  raised 
and  Senator  Dole  raised  that  is  still  somewhat  unclear  to  me  in  terms 
of  3'our  answer,  is  that  you  said  $30  billion  had  been  spent  on  a  total 
commodity  program  Public  Law  480  program.  Are  you  subtracting 
the  repaj-ments  which  have  occurred  from  that,  or  was  that  just  the 
gross? 

;Mr.  Mead.  Just  the  gross. 

Senator  Clark.  So  it  really  did  not  cost  S30  billion.  We  shipped 
$30  billion,  we  got  part  of  it  back.  How  much  did  we  get  back  in  dollar 
amounts  that  we  really  recovered? 

Mr.  Mead.  In  actual  dollars,  about  $l)i  billion.  There  have  been 
substantial  uses  of  the  foreign  currency.  Some  are  measurable,  and 
some  are  not. 

Senator  Clark.  So  of  the  $30  billion,  we  got  about  $1%  bilUon  back? 

Mr.  Mead.  In  dollar  credits. 

Senator  Clark.  In  dollars,  yes.  And  how  would  you  evaluate  the 
other  credits  that  we  got  back? 

Mr.  Mead.  Well,  CCC  has  been  getting  upwards  of  $300  million  a 
year  in  foreign  currencies  used,  and  we  could  furnish  for  the  record 
for  you.  Senator  Clark,  the  value  received  for  the  foreign  currencies. 

[The  following  material  was  subsequently  received  for  the  record :] 

Tit!e  I,  Piiblic  Law  480 

Dollar  receipts  to  the  Commodity  Credit  Corporation  through 

siiles  of  foreign  currencies,  cumulative  through  June  30,  1974. . .  $2,997,996,779 
July  1-Deccmbcr  31,  1975 +50,517,000 

Cumulative  through  December  31,  1975 3,048,513,779 

Senator  Clark.  The  other  thing  which  would  be  helpful,  if  you  could 
do  it,  is  to  see  how  much  we  have  saved  in  terms  of  storage  fees.  We 
were  at  one  time  paj-ing — the  figure  was,  I  beUeve,  about  SI  million  a 
day  just  for  storage.  Now,  I  assumfl  that  we  have  saved  part  of  that 
by  the  Public  Law  480  progriim.  But  if  we  could  get  some  accurate 
evaluation  of  what  the  program  really  costs,  I  tliink  it  would  be 
really  helpful. 

Just  a  couple  of  other  questions,  if  I  have  time.  In  your  judgment, 
how  competitive  are  the  purchase  procedures  under  both  title  I  and 
title  n?  Are  there  certain  companies  which  really  benefit  a  great  deal 
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from  these  title  I  and  title  II  purchases  in  a,  selective  way,  or  do  you 
think  they  are  fully  competitive  and  free? 

Mr.  Bell.  It  varies,  Senator  Clark,  from  commodity  to  commodity. 
It  is  our  judgment  that  there  has  been  competition  on  the  purchase 
autliorixations.  There  are  times  and  commodities  when  we  would 
prefer  to  have  more  competition,  but  overall,  I  think  it  has  been 
satisfactory. 

Senator  Clark.  Could  we  have,  for  the  record,  just  the  figures  of 
who  has  provided  this  food  for  us  under  title  I  and  title  XI,  Just  for  the 
last  few  years? 

Mr.  Bell.  1  think  so. 

[The  following  material  was  subsequently  received  for  the  record:] 

GWCULl  URE— COMHODITY  CREDIT  CORPOMTION 


AmounltinMCdl 

Supplier 

1971 

im 

1974 

Whaitixilp'MliicU: 

i 

SS'-"-r  ■■      ■   ■  - 

:::::::-:::::       || 

i;763 

"S-S! 

is'.m 

SkS!-o~;-- ■;::- 

37,7M 

»'?S 

1:::: 

tM 

ISSa.'Si: 

'.«J 

^^t-:.:.::;::::;:::::;;::::;:: 

; '''i 

1'i "" 

SSSAfeffi;::::;;;:-:::::::::::- 

;...               1,347 

'Jg 

2;i«":::: 

1,5S1 

1,252  . 

:::::; '«. 

y.m"'" 

Pioduc«ri  Grain  Corp 

"JSJ 

:.:::::;:::::       s.ojs' 

i:IS;:-: 

li 

Total 

m,m 

!0J,S33 

108,  »6 

„Google 


U.S.  DEPARTMEAT  OF  AeillCULTUIte-' COfllinxiITT  CflEorT  CORraRATISN-Caiffiaiinl 


IISI  OF  SUPPLIERS  AND  OOUAB  VALUE  Of  COMMODrriES  EXPORTEO  AHD  RHANCED  8Y  THE  COHMOOITY  CREDIT 

CORPORATIOM  UNDER  TITLE  1,  PUBLIC  LAW  Uth-Csntinnd 

(FiKil  y.ir.  1972. 1973.  .nil  1974;  in  Ihoiiwndi  of  doltiral 

Himmml 

SiqiplltF 

1972 

1973 

1S74 

F«B(  pms  ■Rd  products: 

=^^^             '1 

:;:::;:::;:::::::::::       ?:iS 

J^ 

■"I 

M^Kv.:::::::::::::::::::: 

fSS 

W,«I 

fw 

kS?'';*?-"--"--"--"""-"-" 

11! 

j;«B 

S,6U 

itieze 
-\.if 

KSKS'Ori".''"^::::::::::::::::::; 

;:::::        '^S-.... 

:ir'.4i%'"^"-'=^ 

;        '-^ 

7S.9t6 

CotWn  (lid  products: 

AdolphHinfli*  Cotton  Ctt_ 

ss 

«!  -- 

Aitanbart  Cotton  Ci 

::::::;::::::;::::::       ''^ 

'S 

A.LPoundwCo 

AnwicinCotMi  Com.  Atioclitian 

Sa'S,""»"l!:;:::::::;:::::;:::: 

;;::::::::::::::::;:       'S 

» ::;: 

iffi 

I.Kt 

"■^ff- 

ColMAia  Cotton  Co 

1 

.J    - 

..... 

iai 

I^^ffici- -■- 

— - 21! 

1,686. 

ES^i/^K.::::::::::::;:::::::::::: 

7*9 

,.,S:::; 

s 

Ki' 

i«a. -.-- 

'U   . 

J.  p.  Stoven!  «  Co.,  Inc 

Kan«niM9uN«wYD[Mnc... 
K.tyTr»((inBCo-.- 

lTSSli?t::-::;::i-.--. 

-:..-..:. :.._:;         «7 

«  .... 

■'"  2:m- 

„Google 


O.S.  DCPARrMENT  OF  ACBICULIure-COMMODITT  CflEpiT  CORMRATION-CwUnuld 

USTOFSUPPLIEBS  AND  DDIUR  VALUE  OFCOMMODITIES  EXPORTED  AND  FINANCED  Bf  THE  COMMODITY  CREDIT 

CORPORATION  UNDER  TITLE  I,  nJBUC  UW  4K>-Ccnitl>»i«d 

jFnctl  fim  Wli.  1973.  mi  1974:  in  tiMiluildi  at  dollwi] 


An,Dunllin«K«l 

Suppti«t 

197i 

1873 

1974 

'g- 

Mikutanki  &Co.,  Im 

1.S60 

* 

< 

Nilionjf  Cotton  Co   .  :   

i.ao 

57i 

io 

iii' 

i;;;; 

^ :;:: 

1:'^.... 

est 

as-i-as-c. 

" 

374 

l^iTfi--'  -■""■;;  ■: 

SM 

3»7  .... 

"il.... 

6,334  ""■" 

IM,9K 

'«: 

S'Sl 

'sa 

348  .... 

a».»i 

317,31)4 

OifClaUi  oil  piodiKtt: 

t93 
954' 

10.032 

fs"toieTcD''r« 

-'----"        '^- 

9;647:::: 

MiUulxslii  IM»rn3t«"o.l  Ckb 

„Google 


U.S.  DEPARTIKENr  oF  AQRI CULTURE— COMMODITY  CREDIT  CORPORkTIOK— ContiniKf 


[Fixal  yain  1972,  »73.  ind  1974:  In  tbouu 


AmouBl  Knancml 

Supplier 

1972 

1973 

1974 

"^Mrsj^sr. 

P>m™kB»iim«Co.,  Int.- 

'■'£ 

wSKTaSto:::::::::::::::::;:::::::::::::::: 

1.98) 

2,087 

Total 

53,747 

3t.t30 

36.190 

'"^Uo.,iC. 

373 

1.SS1 

}* 

SfSKtt.-»' 

373 

u? 

361 

987 

78  " 

■*""262": 

■i' 

--3B8- 

^M^--—^'^'^--- 

:         e^ 

^ 

^^^"EEEEEE 

::::::::::::;;:          S 

936 

28.399 

""a,i;'a"~'^        

928.. 
S93  .. 

T:^r^J;£S'i;fi,?S;ii-inc::::::::::::::::::"::; 

:;;;;;:;;;;;;;;    IM-w 

Total 

IZ.Z44 

1,521  . 

Tilhiw: 

St.. 

Totil 

2" 

208.. 

„Google 
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Senator  Clark.  Do  you  feel  that  shipping  is  highly  competitive, 
and  do  we  get  the  best  bargain  possible?  Are  there  bids? 

Mr.  Mead.  I  think  I  would  give  the  same  answer  that  Mr.  Bell 
■gave  for  commodities;  that  under  the  shipping,  there  is  reasonable 
competition.  You  have  to  bear  in  mind  that  under  title  II,  the  purchas- 
iing  and  most  of  the  shipping  is  done  by  the  department. 

Senator  Clark.  Yes. 

Mr.  Mead.  And  there  is  a  better  handle  on  administering  that 
end  of  the  program.  On  the  title  I  side,  we  work  through  the  countries, 
and  certainly  do  encourage  wider  competition.  We  encourage  pubUc 
tenders,  nna  in  some  commodities  we  prescribe  public  tenders,  so 
that  there  is  an  open  and  competitive  bidding  system. 

Senator.  Ci.abk.  I  Mould  like  to  discuss  the  question  the  Chairman 
and  Senator  Dole  raised,  the  issue  of  the  return  on  dollars.  I  have  often 
■wondered,  not  knowing  a  great  deal  about  the  details,  whether  we 
■would  be  better  off,  having  grant  pr<^ram9  rather  than  loan  pn^r&ms, 
since  we  get  such  a  tow  return  on  title  I.  Under  title  II  we  would  have 
some  control  over  where  that  food  goes  and  how  it  is  used. 

Now,  we  turn  title  I  food  over  to  South  Vietnam,  Korea,  or  any 
other  countrv" — Bangladesh  or  India — and  we  lose  virtually  all  con- 
trol over  it,  because  it  belongs  to  them.  We  give  them  credit  to  buy 
it  on  certain  conditions,  while,  it  seems  to  ine,  under  title  II,  food 
tends  to  get  to  hungry  people.  Perhaps  I  am  wrong,  but  I  would  be 
interested  in  vour  comments. 
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Mr.  Bell.  We  talked  about  this  at  the  World  Food  Conference, 
Senator  Clark,  and  you  will  recall  the  discussion  one  morning  in  the 
delegation  meeting.  There,  we  talked  afcout  the  merits  of  title  II 
versus  title  I  in  getting  at  the  needs  of  hungry  people,  and  with  the 
help  of  Senator  Humphrey  that  morning,  I  think  that  we  made  a 
pretty  persuasive  case  that,  in  periods  of  much  famine  and  starvation 
or  near-starvation,  that  the  title  I  can  be  a  very  effective  tool,  and 
thai  you  can  move  larger  quantities,  and  you  can  do  it  faster. 

Senator  Dole.  Title  I  or  title  II? 

Mr.  Bell.  Title  I ;  and  in  many  cases  in  the  past,  we  have  actually 
used  title  I  for  that  purpose,  really  for  the  straiglit  humanitarian 
role.  For  example,  in  India  in  the  late  si-^cties,  that  was  almost  entirely 
title  I.  I  don't  think  we  should  assume  that  the  benefits  of  the  con- 
cessional financing  are  just  lost.  There  are  programs  which,  perhaps, 
can  be  better  exjilained  by  the  AID  people,  when  they  testify,  than 
us,  on  liow  the  development  prt^ams  are  related  to  Public  Law  4S0- 
I  think  it  is  a  mistake  just  to  say  that  it  is  lost  to  us.  We  get  some  in- 
direct benefits,  which  are  fairly  important. 

Senator  Clark.  If  you  could  provide  some  of  those  for  the  com- 
mittee, I  think  that  would  be  helpful  to  us* 

Mr.  Mead.  I  would  like  to  add.  Senator  Clark,  that  in  some  of 
these  countries,  title  I  commodities  go  through  ration  shops,  so  that 
it  is  directed  to  the  low-income  people. 

Senator  Clark.  Let  me  clarifv,  for  the  record,  that  that  question 
is  not  whether  title  I  ought  to  all  "he  transferred  to  title  II,  but  whether 
title  I  itself  should  be  a  grant  program.  In  that  way  we  would  have 
better  control  over  it,  rather  tnaii  if  it  were  a  loan  program — that 
ends  up  a  grant  program, 

Mr.  Bell.  I  understood  the  question.  You  were  saying  that  per- 
haps we  should  consider  making  title  I  a  straight  grant  program,, 
rather  than  using  the  concessional  financing  tool.  I  think  there  are 
some  benefits  that  we  get  out  of  the  concessional  financing  component- 
which  I  would  try  to  lay  out  for  you. 

The  Chairman.  Senator  Young? 

Senates'  Young.  Are  you  restricted  or  limited  in  any  way  by  ther 
White  House,  the  Treasury  Department,  or  any  other  part  of  Govern- 
ment, in  quantity  of  exports  sales  that  you  can  make  say  for  wheat 
or  cotton?  Do  you  have  to  get  clearance  before  you  can  make  a  dollar 
sale? 

Mr.  Bbll.  I  think  you  must  be  talking.  Senator,  about  the  moni- 
toring program  for  commercial  export  sales  that  we  have  in  effect 
now,  wnich  is  a  different  problem  than  the  one  that  we  are  dealing 
with  today,  but  a  bit  related.  There  is — as  you  know,  we  do  have  an 
export  monitoring  system  set  up  on  a  voluntary  basis,  where  we  are 
asking  export  firms  to  prior  clear  with  the  Department  of  Agriculture 
sales  of  a  certain  size  of  wheat,  soybean,  soybean  meal,  and  com.  We 
recently  raised  the  atnounts  on  which  you  had  to  get  prior  clearance 
for  soybeans,  soybean  meal,  and  wheat.  In  fact,  at  the  present  time, 
we  are  almost  on  a  purely  free-trading  basis,  in  that  85  percent  of  the 
sales  are  less  than  100,000  tons,  wWch  is  now  the  prior  clearance 
requirement  for  wheat  and  soybeans  and  meal. 

•The  matprlsl  r«]u«sted  by  Eenetor  CUrIt  will  ht 
Devflopmpnt,  T.S.  Departnipnt  ofSlaW,  betorpthe     .__ 
Committw  od  AgilBUlIun  and  Vonatcy,  April  IT.  1975. 
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There  is  a  committee  which  is  set  up  to  review  special  i)roblems 
"within  the  administration  regarding  the  monitoring.  This  involves 
people  from  the  State  Department,  the  Treasury  Department,  and 
several  of  the  White  House  offices.  This  is  primarily  concerned  with 
problems  which  might  arise  from  a  State  trading  buyer  perhaps  buying 
more  than  we  think  that  they  need  to.  They  might  be  buying  it  for 
stock-building  purposes  in  a  time  of  tight  supply.  But,  in  the  final 
analysis,  we  m  the  Department  of  Agriculture  give  the  clearances. 

Senator  Young.  When  you  speak  of  carryover  of  wheat,  you  expect 
a  carryover  of  between  200  million  and  300  million  bushels  at  the 
present  time. 

Mr.  Bell.  I  think  it  will  be  at  least  250  million  bushels,  if  not 
more.  At  the  present  time,  I  see  no  reason  why  we  actually  have  to 
have  prior  clearances  at  all  in  the  cases  of  wheat,  soybean,  or  soy- 
bean meal. 

Senator  Young,  You  still  have  some  restrictions. 

Mr.  Bell.  We  still  have  some.  Our  original  strategy  was  to  move 
■out  of  it  gradually,  but  I  think  as  time  goes  on,  in  the  case  of  wheat 
and  soybeans  and  meal,  that  we  have  reached  the  stage  where  it  is  no 
longer  needed  at  all.  Perhaps  it  still  is,  in  the  case  of  com  and  other 
coarse  grains. 

Senator  Young.  I  thank  you. 

The  Chairman.  Senator  Dole. 

Senator  Dole.  Why  do  you  not  get  rid  of  it,  then? 

Mr,  Bell.  I  hope  that  we  will,  shortly. 

Senator  Dole,  t  think  that  the  President  said  in  Topeka  last  week, 
for  all  practical  purposes  it  was  not  in  effect.  Ifc  would  be  more  helpful 
if  they  would  say  that  officially. 

The  Chairman.  Senator  Stone? 

Senator  Stone.  What  steps  do  you  take  to  insure  that  the  recipients 
know  that  the  food  came  from  the  United  States  under  grant  or 
title  I?  What  markings  are  there  on  the  final  packages  and  the  like? 

Mr.  Mead.  On  the  title  II  grants,  there  is  marking  on  the  packages 
that  it  is  a  gift  of  the  United  States.  On  the  title  I,  there  is  a  require- 
ment to  publicize  that  this  is  U.S.  food  aid. 

Senator  Stone.  I  would  like  to  ask  you  a  few  questions  on  a 
calendar-year  basis.  Some  of  these  reports  are  on  a  fiscal  year  basis. 
Do  vou  have  any  on  a  calendar-year  basis? 

Mr.  Mead.  Not  with  us.  But  we  could  provide  them  for  the  record, 
if  you  would  like. 

Senator  Stone.  All  right,  then.  Let  me  talk  about  fiscal  year,  but 
let  me  ask  you  to  supply  me  the  calendar-year  equivalents.  Would 
you  do  that? 

Mr.  Mead.  All  right. 
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{The  following  material  was  subsequently  received  for  the  record :] 
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>  Eiport  marlitt  value. 

Senator  Stone.  How  much  actual  assistance  total  under  480 
was  actuallj'  delivered  to  the  Mideast  countries  during  fiscal  1974? 

Mr.  Mead.  I  think  that  I  have  a  list  of  the  countiy  amounts. 

Senator  Stome.  Could  you  give  it  to  us? 

Mr,  Mead.  Yes. 

Senator  Stone.  Actual,  not  estimates? 

Mr.  Mead.  Provided  for  the  record,  Senator? 

Senator  Stone.  You  have  not  any  of  it  with  you?  Give  me  two  or 
three;  for  example,  Egypt,  Jordan,  and  Israel, 

Mr.  Mead.  If  you  do  not  mind  going  on,  I  will  try  to  find  it.  I 
think  I  may  have  to  supply  it  for  the  record,  Senator. 

Mr.  Bell.  Wemaynot  have  it  with  us,  Senator. 

Senator  Stone.  Do  you  have  any  actual  delivery  amounts  with  you, 
besides  the  197.3  fiscal  year? 

Mr.  Mead.  We  have  1974  by  commodity  and  by  country.  We 
could  supph-  it  for  the  record. 
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SenatOT-  Yotmo.  Are  these  the  figures  you  have  in  your  tables  bereT 

SenatorDoLB.  That  is  1975. 

Senator  Stone.  I  have  last  year's  figures,  the  equivalent  hearing  to- 
this,  of  April  4,  1974 ;  and  I  have  estimates  here  and  proposals  for  the 
estimate  for  1974,  the  proposal  for  1975.  But  I  do  not  seem  to  have 
any  actuals. 

Mr.  Mead.  By  country? 

Senator  Stone.  By  country. 

Mr.  Bell.  We  do  not, 

Mr.  Mead.  I  have  title  I  here.  In  1974 

Senator  Stone.  What  is  it? 

Mr.  Mead.  According  to  this  record,  which  is  a  little  different  than 
what  you  have,  this  represents  about  $570  milhon  in  1974,  for  title  I. 

Senator  Younq.  For  whom? 

Mr.  Mead.  For  a  whole  range  of  countries.  You  were  interested  in 
the  Middle  East.  I  can  go  down  this  Ibt  if  you  want,  Senator. 

Senator  Stone,  Just  give  me  the  three  that  I  have  asked  about.  For 
example,  Egypt,  Jordan,  and  Israel. 

Mr.  Mead.  Egypt  is  none.  Jordan  is  $6^  million,  and  Israel  is 
$27.S  million. 

Senator  Stone.  That  is  actual  deliveries? 

Mr.  Mead.  These  come  off  of  financial  records  of  our  fiscal  depart- 
ment, which  is  equivalent  to  shipments  during  that  year,  Senator. 

Senator  Stose.  And  you  will  supply  us  with  the  calendar-year 
equivalents  of  actual  delivery? 

Mr.  Mead,  For  Mideast  countries  under  title  I? 

Senator  Stone.  That  is  right. 

Mr.  Mead.  Yes,  sir. 

Senator  Stone.  How  much  has  the  administration  signed  for  fiscal' 
year  1974  and  1975  in  the  Midea-st  countries? 

Mr.  Mead.  That  is  in  the  table  attached  to  Mr.  Bell's  statement,. 
Senator. 

Senator  Stone.  All  right. 

According  to  that  table,  yon  show  that  you  have  signed  $9  million 
for  Israel,  whereas  according  to  the  April  4  testimony  of  Mr.  Bell  and 
Mr.  Parker  before  this  committee,  it  shows  S39.5  million  for  fiscal 
year  1974,  and  $26.4  miUion  for  fiscal  year  1975.  What  is  the  plan 
there? 

Mr.  Mead.  Wliose  testimony  was  that  on  $26.5  million,  sir?  It  was- 
not  our  testimony.  It  must  have  been 

Senator  Stone.  These  we  the  tables  submitted  by  you. 

Mr.  Mead.  By  us?  That  sounds  like,  Senator,  the  congressional 
presentatioD  thai  is  required  of  the  AID  agencj',  which  indicates  a 
projection  of  shipments  of  programing,  and  that  could  very  well  hav& 
been  $26  million  for  Israel.  But  that  is  a  projection  as  of  that  time.  I 
do  not  think  that  it  was  intended  to  be  a  precise  programing. 

Senator  Stone.  Well,  what  is  the  programing? 

Mr.  Mead.  For  Israel? 

Senator  Stone.  For  Egypt,  for  Israel,  in  1974  and  1975. 

Mr.  Mead.  Well,  I  gave  you  the  shipments. 

Senator  Stone.  No,  vou  did  not. 

Mr.  Mead.  Yes,  I  did. 

Senator  Stone.  Would  you  give  me  the  programing  of  what*i& 
planned  to  be  shipped  for  1974  and  1975?  You  are  going  to  supply jis 
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-vvith  the  actual  shipments  of  calendaf  jeax,  and  jrou  gave  me  title  I. 
You  did  not  give  me  title  II,  and  you  did  not  give  it  by  the  three  coun- 
tiies  that  I  asked.  And  I  bjh  asking,  what  is  uie  plan? 

Mr.  MsAD.  For  the  whole  year,  mf? 

Senator  Stone.  Two  whole  years,  1974  and  1975;  Egypt,  Israel, 
^and  let  us  ask  for  Jordan,  too. 

Mr.  Mead.  We  can  give  you  that  for  1974.  Our  table  here  indicates 
that  program  for  1975  so  far. 

Sfuator  Stone.  Would  you  kindly  tell  us,  into  the  record,  what  is 
^-our  plan  for  fiscal  year  1974  and  fiscal  year  1975  for  those  countries? 

Mr.  Bell.  Well,  Senator,  he  has  explained  to  jou  the  numbers  for 
£scal  1974,  and  for  fiscal  1975  it  is  in  the  table  that,  at  the  present 
time,  we  intend  to  program  $64  miUiou  for  Egypt,  $3.6  million  for 
Jordan,  and  $9  niilhon  for  Israel;  and  there  is  $22.5  million  for  Syria. 

.Senator  Stone.  Wliat  is  the  plan  for  the  fiscal  year  1974? 

,Mr.  Mead.  1975? 

Senator  Stone.  That  was  1974? 

Mr.  Bell.  That  was  what  we  have  done  thus  far  in  fiscal  1975,  and 
the  program 

Senator  Stone,  You  will  have  to  excuse  me.  I  am  a  first-term  fresh- 
man, and  1  want  to  get  it  by  years.  Now,  tell  me  1974,  and  then  tell 
me  1975,  and  please  do  not  refer  me  to  the  tables.  Just  read  it,  or  tell 
lue. 

Mr.  Mead.  We  do  not  have  1974  with  us,  Senator.  We  will  suj^y 
it  for  the  record. 

Senator  Stone.  You  do  not  know  what  the  plan  was  for  1974? 

Mr.  Mead.  We  have  an  actual  for  1974,  I  have  already  given  you 
what  has  been  shipped  under  title  I. 

Senator  Stone.  Let  me  try  again.  How  much  is  the  Government 
pltuining  to  grant  for  fiscal  year  1974  and  for  fiscal  year  1975  to  those 
three  countries?  Can  you  tell  me  that? 

Mr.  Bell.  First  of  all,  Senator,  fiscal  1974  has  ended.  It  ended  on 
June  :iO,  1974,  and  the  numbers  which  Mr.  Mead  has  read  to  you 
.supplied  that  data.  We  are  now  in  the  middle  of  fisc^  1975.  We  have 
toki  Aou  what  we  have  done  to  date.  We  have  not,  at  this  stage,  com- 
pleted our  plans  for  fiscal  1975,  which  ends  on  Jime  30,  1975, 

Senator  Stone,  And  jou  have  no  plans  completed  for  this  current 
Year  that  we  are  6  months  into?  You  have  not  completed  your  plans? 
Vou  do  not  know  what  the  plan  is? 

>Ir.  Bell.  No.  They  are  constantly  under  review.  They  change  from 
day  to  ilay,  depending  \ipon  what  the  weatlier  is  in  certain  countries, 
anJl  what  else  happens.  We  never  are  able  to  stay  on  a  program  through 
the  entire  year. 

Senator  Stone.  Mr.  Bell. 

Mr.  Bell.  Yes,  sir? 

Senator  Stone.  Now  according  to  the  figures  here  the  program  for 
Egypt  went  from  zero  to  $54  million,  and  Israel  from  $26  milhon  to  $9 
miftion.  Is  that  right? 

Mr. Beli,.  Yes, sir. 

Senator  Stone.  Is  that  same  direction  going  to  continue  in  this 
currentyear? 

Mr.  Bell.  I  would  say  that  we  have  tended  to  peak  in  terms  of  the 
aid  for  the  Middle  East  thus  far.  That  was  in  the  early  part  of  the 
year.  You  have  to  recall.  Senator,  that  until  recently  we  did  not  have 
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a  Public  Law  480  program  with  Egypt  because  there  was  a  restriction 
in  the  law  which  prohibited  ua  from  doing  this.  That  recently  wa-? 
changed  by  resumption  of  diplomatic  relations  and  we  have  been 
able  to  have  some  programs  again  with  Egypt.  That  ia  one  of  the 
reasons  why  you  have  an  increase  which  shows  up. 

Tlie  other  point  is  that  you  are  dealing  with  much  larger  countries 
and  much  lareer  economies  in  the  case  of  Egypt  and  Syria  than  you  are 
in  the  case  of  Israel. 

Senator  Stone.  Do  you  plan  to  increase  any  more  aid  to  Egypt  or 
have  you  peaked?  Do  you  now  plan  to  increase  aid  to  Israel  or  have- 
you  peaked  for  this  year? 

Mr.  Bell.  WeD,  I  think  that  in  the  case  of  Egypt  we  still  may  do- 
some  more ;  in  the  case  of  Israel 

Mr.  Mead.  I  am  not  sure. 

Mr.  Bell.  We  are  not  sure  yet. 

The  Chairman.  I  am  sorry,  Senator  Stone.  Your  time  has  expired. 

Mr.  Bell,  in  order  that  we  might  get  a  complete  overall  bird's-eye- 
view  of  this  program  to  date,  can  you  submit,  for  the  record,  beginsug. 
with  the  enactment  of  Public  Law  480,  a  country -by-country  break- 
down of  total  sales,  total  grants,  and  the  status  of  the  repayment  of 
each  country? 

Mr.  Bell.  Yes,  we  can. 

The  Chaihman.  To  date? 

Mr.  Bell.  Yes. 

[The  following  material  was  subsequently  received  for  the  record:] 
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The  Chairman.  Any  further  qiiesliona? 

Senator  Dole.  Yes. 

The  Chairman.  Senator  Dole. 

Senator  Dole.  Last  Sunday  eveninp,  I  believe,  on  "60  Minules," 
the  televi^on  show,  it  showed  a  group  of  peojile  sitting  around  a  table 
about  this  size  determining  where  the  food  aid  would  go  in  the  world. 
I  did  not  realize  it  was  done  that  way.  Were  you  there? 

Mr.  Mead.  Yes,  sir. 

Mr.  Bell.  He  was  in  the  picture. 

Senator  Dole.  I  apolcgize.  You  looked  verj-  good  on  T\'. 

[General  laughtra-.] 

Senator  Doi.E.  But  who  was  on  thiit  rommilteo?  T  just  did  not 
realize  it  was  done  that  way.  Do  you  actually  make  the  determination 
and  it  is  nut  subject  to  review  by  anyone? 
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Mr.  Mead.  It  is  subject  to  review  in  ca,se  there  is  an  issue.  The 
Interagency  Staff  Committee  on  P.L,  480  has  been  the  operational 
fommittee  ever  since  the  law  was  enacted. 

Senator  Dole.  How  often  do  you  meet  then? 

Mr.  Mead.  Traditionally  every  Thursday  at  Agriculture. 

Senator  Dole.  And  do  you  actually  decide  at  that  session,  if  some- 
thing is  to  be  committed  under  both  title  i  and  title  II? 

Mr.  Mead.  Yes,  sir.  There  is  a  subcommittee  on  title  II  that  reports 
to  the  main  committee.  There  is  no  subcommittee  under  title  I.  It  is 
the  main  day-to-day  staff  group  that  either  decides  or  makes  recom- 
niendations,  In  the  last  couple  of  years  with  the  need  to  reconcile 
"higher  prices  and  short^ea  with  high  priority  foreign  policy  programs, 
there  have  been  a  number  of  issues  that  go  in  some  cases  all  the 
way  to  the  President.  But  that  is  the  basic  staff  agency. 

Senator  Dole.  1  could  not  recall  first  that  the  committee  existed, 
and  secondly  who  was  on  it.  So  it  might  be  helpful — I  guess  it  Wiis  in 
the  law — but  there  seemed  to  be  several  people  whom  I  did  not 
recognize. 

Mr.  Mead.  Some  of  them  may  be  here.  But  Agriculture  chairB 
it,  AID,  State,  Commerce,  Treasury,  0MB,  and.  Defense  are  the  six 
agencies. 

Senator  Dole.  Do  you  all  have  an  equal  vote? 

Mr.  Mead.  This  may  surprise  you.  Senator,  but  that  committee 
has  operated  for  20  years  on  a  concensus  principle. 

Senator  Dole.  How  many  people  are  oh  it? 

\Ir.  Mead.  There  are  about  si.\  agencies,  but  it  moves  on  a 
concensus. 

Senator  Dole.  Do  you  just  have  a  show  of  hands,  so  many  for 
India,  so  many  for  Guatemala? 

Mr.  Mear.  Actually  we  do  it  country  by  country.  It  is  a  formal 
way  of  setting  the  record  straight  on  positions  of  the  ^encies.  But 

Senator  Dole.  Arc  records  kept  of  those  meetings?  Minutes? 

Mr.  Mead.  Yes,  sir.  Summary  minutes. 

Senator  Dole.  Are  they  made  public? 

Mr.  Mead.  No,  sir. 

Senator  Dole.  Whv  not? 

Mr.  Mead.  Well— ^ 

Mr.  Bell.  I  would  think,  Senator  Dole,  there  would  be  some  meet- 
ings where  there  would  be  issues  of  diplomatic  relations  with  the 
countries  involved,  and  security  issues. 

Mr.  Mead.  And  reallj',  they  are  not  that  well  described.  The 
ba.sic  decisions  are  documented  in  country  files. 

Senator  Dole.  You  do  not  make  a  recording  then? 

Mr.  Mead.  No,  ar. 

[General  laughter.] 

Senator  Dole.  We  can  be  thankful  for  that. 

Well,  that  is  interesting. 

(General  laughter.] 

Senator  Dole.  We  may  want  to  mirsue  that  more  later  on,  but 
it  shows  that  it  pays  to  watch  television. 

The  Chairman.  Senator  Clark. 
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Senator  Clark.  Do  not  conclude  from  that  that  those  are  not 
political  decisions.  ' 

Senator  Dole.  I  did  not  recognize  anyone  there,  so  I  assumed  that 
they  were  all  honest  people. 

[General  laughter.] 

The  Chairman,  Aiiy  further  questions? 

Tiiank  you  gentlemen.  We  appreciate,  very  much,  your  cooperation. 

The  next  witness  is  the  Honorable  Daniel  Parker,  Administrator, 
Agency  for  International  Development,  U.S.  Department  of  State. 

If  you  desire,  you  may  insert  your  full  statement  in  the  record,  Mr.     ' 
Parker,  and  summarize  it. 

STATEMENT  OF  HON.  DANIEL  PARKES,  ASHINISTBATOR,  AOEHCT 
FOE  INTERNATIONAL  SEVELOFHENT,  U.S.  DEFABTUEHT  OF 
STATE 

Mr.  Parker.  Mr,  Chairman  and  members  of  the  committee,  I  am 
accompanied  on  my  immediate  ri|:ht  by  Mr.  Andy  Mair  who  is  the 
Coordinator  for  the  food-for-peace  program,  and  to  his  right  by  Mr. 
Alexander  Shakow  who  is  Deptuy  Assistant  Administrator  for  Pro- 
gram and  Policy  Coordination  of  the  Agency  for  International  De- 
velopment, I  am  pleased  to  have  a  chance  to  appear  before  you  today 
to  discuss  the  -K-orld's  current  food/population  imbalance  and  the 
relationship  of  food  aid  and  other  forms  of  economic  assistance  to  that 
imbalance. 

Some,  perhaps  some  before  this  committee,  feel  that  we  face  a 
major  human  disaster — the  inevitable  outcome  of  Malthus'  theory 
that  human  populations  must  finally  outstnp  the  ability  of  the  land 
to  support  them  and  that  only  mass  starvation  can  provide  an  equilib- 
rium between  people  and  food,  I  do  not  believe  that  the  situation  is 
so  grave  as  that,  and  the  Agency  for  International  Development  does 
not  believe  that  the  situation  is  so  grave  as  that. 

To  invoke  the  ghost  of  Malthus  has  become  a  popular  rhetorical 
technique  of  late.  Ooomsayers  theorize  of  triage  and  tell  us  the  pressure 
of  ever  expanding  population  will  soon  exceed  the  world's  carrying 
capacity,  and  that  our  numbers  and  dietary  habits  nill  inevitably  ana 
perhaps  soon  outrun  the  world's  ability  to  produce  adequate  food  for 
all. 

We  share  the  sense  of  urgency  of  those  who  are  concerned  over 
food  shortages  in  many  developmg  countries,  widespread  malnutri- 
tion, and  meager  world  grain  reserves.  But  we  do  not  share  their 
pessimism  nor  their  oversimplified  picture  of  the  problem  and  the 
options  available  to  us.  We  believe  the  processes  of  steady  and  con- 
tinuous application  of  resources,  knowledge,  and  dedicated  intellect 
^ectively  (combined  have  not  suddenly  lost  their  ability  to  alleviate 
problems.  Tliese  human  assets  have  almost  always  combined  to 
yield  greater  than  conservatively  predictable  results;  this  recently 
has  been  more  so  and  in  the  future  will  accelerate  attainments  well 
bevond  specific,  conservative  prediction. 

tlistonrally  as  population  grew,  food  needs  were  met  b}'  e.vpanding 
Uio  area  in  production.  Increased  output  of  staple  grains  and  of  more 
varied,  higher  protein  foods  reflected  both  increased  numbers  of 
people  and  rising  incomes  and  tastes.  But  specialization  and  com- 
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tons  of  food  aid  nnnua'ly;  and  (3)  increased  food  reserves  through 
a  system  of  nationally  held,  but  intemfltional'y  coordinated,  food 
stocks,  so  as  to  ptovide  adequate  supplies  in  periods  of  prcduction 
shortfall . 

PursTiit  of  this  strategy  will  significantly,  and  I  believe  beneficially, 
affect  domestic  U.S.  ngiicu'ture.  Assp'^sments  of  the  world  food  prob- 
lem prepared  for  the  World  Food  Conference  indicate  that  import 
requirement?;  for  cereals  of  the  developing  countries  alone  may  rise 
from  25  to  85  million  tons  a  year  by  1985.  To  meet  this  increased 
demand  for  food  wil'  require  maximum  agricultural  production  in  the 
United  States,  in  other  developed  countries,  and  m  the  developing 
countries  themselves.  If  the  U.S.  strategy  for  improving  world  food 
security  is  successful,  U.S.  farmers  will  benefit  from  increased  demand 
for  their  output  in  the  short  run.  In  the  long  run,  U.S.  agriculture 
will  not  be  forced  to  marginal  and  environmentally  disruptive 
patterns  of  land  use  by  the  world's  continuouwli-  expanding  demand 
for  food . 

As  Administrator  of  the  Agency  for  International  Development, 
I  would  like  to  discuss  two  of  the  U.S.  progiams  which  I  feel  can 
contribute  to  a  resolution  of  the  current  world  food  problem— economic 
assistance  to  redress  the  food/production  imbalance  in  the  developing 
countries  and  food  aid. 

The  Agency  for  International  Development's  economic  assblance 
program,  impelled  by  the  congressional  mitiatives  of  1973,  is  aimed 
at  providing  the  developing  coimtries  with  the  technical  and  financial 
capacity  to  expand  per  capita  agricultural  production.  Congress  has 
recognized  that  the  unieaUzed  productive  capacity  of  small  farmers 
offers  the  best  opportunity  for  increasing  agricultural  production  in 
the  developing  countries,  and  AID  is  in  the  process  of  focusing  its 
prc^am  to  assist  small  farmers  and  the  rural  poor.  We  will  propose 
a  fiscal  year  1976  program  of  economic  assistance  for  food  production, 
rural  development,  and  improved  nutrition  of  approximately  $680 
million,  an  increase  of  almost  $375  million  over  the  actual  fiscal  year 
1974  program.  Tliis  increase  is  enabled  by  a  combination  of  a  supple- 
ment to  the  FAA  and  substantial  reallocation  of  previously  ap- 
propriated funds. 

The  fiscal  year  1976  good  and  nutrition  program  will  support  six 
purposes  of  development:  (I)  increasing  and  diversifying  agricultural 
production  through  research  and  improved  farm  input,*;;  (2)  strei^th- 
ening  local  insti'utions  and  cooperative  societies  to  involve  the  poor 
majority  in  development;  (3)  integrating  agricultural,  industrial  and 
commercial  development  so  that  advance  in  one  spurs  the  others;  (4) 
improving  nutrition;  (5)  localizing  infrastructure  so  that  the  poor 
majority  have  access  to  roads,  better  land,  and  water;  and  (6)  increas- 
ing employment  and  improving  income  distribution.  In  addition, 
AID  is  providing  family  planning  advice  and  service.s  to  over  35 
developing  countries  in  an  effort  to  minimize  the  pressure  on  world 
food  demand.  Realistically  we  recognize  that  the  effects  of  AID's 
program  and  of  the  efforts  of  the  developing  countries  themselves  will 
not  be  realized  immediately. 

In  the  interim,  there  is  no  doubt  of  the  continuing  need  for  a  major 
U.S.  food  aid  program.  Food  aid  is  one  of  the  most  important  com- 
ponents of  U.S.  economic  assistance,  and  the  President  has  recently 
announced  that  during  fiscal  year  1975  the  United  States  will  make 
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available  agricultural  commodities  valued  at  $1,470  million  to  needy 
developing  countries. 

Food  aid  is  interim  assistance  which  must  be  linked  with  longer 
range  solutions  to  increase  food  production  and  lower  population 
growth.  It  provides  developing  countries  with  a  margin  of  assistance 
which  peimits  them  to  allocate  resources  for  food  production;  but, 
to  be  most  effective,  it  should  be  linked  with  other  forms  of  technical 
and  financial  assistance.  We  have  long  viewed  food  aid,  other  than  for 
emergency/disaster  relief  pri^jamg,  as  development  assistance;  and 
self-help  measures  on  Public  Law  480  agreements  require  that  local 
currency  generated  from  title  I  food  aid  be  used  to  increase  agricultural 
production  in  the  recipient  country. 

The  World  Food  Conference  recommended  that  10  million  tons  of 
food  aid  be  made  available  to  developing  nations  on  a  global  basis, 
each  year.  The  United  States  will  be  meeting  with  othef  donor  nations 
to  agree  to  a  formula  for  making  this  assistance  available.  Other  food 
exporting  countries  and  those  countries  able  to  contribute  financial 
support  for  food  aid  will  be  expected  to  accept  a  substantial  portion 
cf  the  10  million  ton  target.  However,  whatever  the  size  of  the  U.S. 
contribution,  it  will  be  important  for  the  United  States  to  be  able  to 
guarantee  our  share. 

Current  Public  Law  480  legislation  makes  food  aid  a  residual  after 
assuring  that  domestic  requirements,  adequate  carryover  stocks  and 
anticipated  ccmmercia!  exports  are  met.  In  tight  supply  situations, 
such  as  fiscal  year  1974,  the  program  has  been  reduced  drastically. 
Final  program  decisions  and  shipments  have  been  delayed.  Recipients 
face  long  periods  of  uncertainty  and  the  emergency  food  aid  and 
development  impact  of  Public  Law  480  is  reduced.  The  administration 
and  Senator  Humphrey  have  proposed  an  amendment  which  would 
enable  the  Secretary  of  Agriculture  to  determine  that  some  part  of 
exportable  supply  should  be  used  to  carry  out  the  national  interest 
and  humanitarian  objectives  of  the  Public  Law  480  Act.  This  would 
give  legislative  recognition  to  the  need  to  ship  food  aid  for  priority 
programs  even  in  times  to  tight  supply. 

In  suramaiy,  I  beheve  that  the  current  U.S.  approach  offers  real 
prospects  for  improved  world  food  security.  For  the  poorer  developing 
countries,  maximum  efforts  must  be  made  to  increase  their  agricultural 
production  and  food  stocks.  As  I  indicated  above,  this  ^vill  require 
external  financial  and  technical  assistance  and  is  the  heart  of  our 
foreign  economic  assistance  program.  Continued  U.S.  food  aid  will 
be  required  to  respond  to  emergency  needs  and  as  an  incentive  to 
self-help  measures  in  recipient  countries.  In  addition,  the  United 
States,  must  continue  to  support,  in  cooperation  with  other  nations 
efforts  to  insure  sufficient  reserves  to  provide  a  margin  of  safety 
against  future  world  food  shortages.  I  am  confident  that  this  approach 
will  lead  to  a  compassionate  solution  of  the  current  world  food 
problem  and  will  contribute  to  the  supreme  interest  of  U.S.  fore^ 
policy,  a  peaceful  and  stable  world. 

In  addition,  the  United  States  must  continue  to  support,  in  co- 
operation with  other  nations,  efforts  to  insure  sufficient  reserves  to 
frovide  a  margin  of  safety  against  future  world  food  shortages, 
am  confident  that  this  approach  will  lead  to  a  compassionate 
solution  of  the  current  world  food  problem  and  will  continue  to  the 
supreme  interest  of  U.S.  foreign  policy,  a  peaceful  and  stable  world. 


,y  Google 


Mr.  Clinirmaii,  my  colleagues  and  1  would  be  pleased  to  alwmpt  to- 
answer  any  questions  that  you  and  your  colle^iies  have. 

Senator  Cl A HK  [presiding].  I  have  a  number  of  questions. 

You  empha-size  in  vour  statement  that  the  first  priority  ought  fo 
be  self-sufficiency.  The  first  priority  in  development  is  not  just 
foo<l  assistance,  but  helping  countries  achieve  self-sufficiency. 

Can  you  explain  how  AID  does  that  now?  In  what  sense  do  we 
really  help  other  countries?  1  am  asking  about  the  specifics  of  develop- 
ment— nu-al  road  systems,  irrigation,  land  tenure,  all  of  the  things- 
that  would  make  a  coimtry  more  self-sufficient. 

XIr.  Parker.  Mr.  Chau-man,  this  is  obviously  a  very  complex 
subject,  and  this  is  at  the  heart  of  the  AID  programs,  to  recognize 
that   the   solutions  may   be   individual   solutions   to   very   complex 

Eroblems.  In  doing  so  we  work  intimaK'ly  with  the  local  governments 
ecause  they,  in  fact,  do  know  their  countries  better  than  any  out- 
sider. 

We  encourage  them  to  develop  their  own  ability  to  plan  and  we 
assist  them  in  the  planning,  identifying  the  various  components  of  the 
sectors  that  can  be  developed  and  improved  to  yield  greater  agri- 
cultural production  and,  as  well,  greater  utilization  of  the  people. 

Most  of  these  countries  are  substantially  rural  in  population  and 
related  to  agriculture.  I  could  go  into  much  more  specific  detail  if  you 
wo\ild  like. 

Senator  Clark.  Let  me  ask  something  related  to  that. 

Do  you  think  that  food  aid  ought  to  be  tied  to  development  aid  and, 
if  so,  in  what  way.  Should  we  use  food  aid  as  leverage  for  development, 

m'\  if  aot,  why? 

Mr.  Parker.  It  is  related  in  that  each  Public  Law  480  agreement 
docs  contain  a  provision  which  calls  for  the  utilization  of  tho  counter- 
part funds.  I  am  talking  about  title  I  funds.  Proceeds  accruing  to 
the  recipient  government  from  the  in-country  sale  of  the  commodities 
are  usea  by  that  government  in  conjunction  with  their  own  develoj)- 
ment  strat^es  and  plans  and  specifically,  if  at  all  possible,  in  their 
own  agricultural  development. 

Senator  Clahk.  Now  I  know  that  that  is  required  by  law,  but  is  that 
really  followed? 

Do  we  follow  up  or  ever  threaten  to  cut  off  aid  on  the  basis  of  not 
doing  that? 

Is  there  evidence  of  compliance? 

Mr.  Parker.  Included  within  the  President's  annual  report  on 
Public  Law  4S0  is  a  summary  each  year  on  compliance. 

Now,  I  could  answer  ^ou  technically  and  yet  probably  not  answer 
the  question  you  have  in  mind.  It  is  a  question,  frankly,  I  have  in 
mind,  too. 

This  incidentally  is  a  question  which  I  have  raised  earlier  within 
the  agency,  so  I  do  not  have  answers.  I  am  still  in  the  condition  of 
being  an  objective  seeker  of  information  on  it.  Some  years  back,  as  I 
understand  it,  the  counterpart  funds  generated  by  title  I  sales  were 
deposited  into  segregated  accounts  and  disbursed  from  those  accounls 
for  mutually  agreed  upon  uses. 

Senator  Olark.  Is  that  no  longer  done? 

Mr.  Parker.  No.  It  was  discontinued  several  years  ago  and  I 
believe  for  some  rather  practical  reasons.  Too  many  (leoplc  in  each  AID 
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mission  were  involved  in  the  accounting  and  the  overaeeing  of  this 
particular  ])art  of  the  program,  I  think  the  pendulum  then  awung 
]>ossibly  the  other  way.  This  b  the  area  on  which  I  am  trying  to  focus 

DOW. 

Senator  Clark.  So  you  really  are  not  sure  to  what  degree  these 
funds  are  accumulated  as  a  result  of  the  sale  of  food  under  title  I  and 
then  used  for  development? 

Mr.  Parkek.  I  could  generally  say,  Mr.  Chairman,  that  we  are 
satisfied  that  tliere  is  a  constructive  use  of  these  funds.  It  would  vary 
country  by  country  as  to  just  how  relevant  and  how  effective  these  are. 

Now  we  point  out  that  under  the  provision  of  the  Foreign  Assistance 
Act  which  we  are  not  discussing  today,  there  is  the  requirement  that 
the  local  government  finance  at  least  25  percent  of  the  projects  that 
AID  undertakes. 

Senator  Clark.  Let  me  ask  whether  you  would  rather  see  a  tighter 
tie  of  that  aid.  Some  people  say  it  is  too  tight  now,  that  we  put  too 
many  restrictions  on  aid.  Others  say  it  is  not  tight  enough.  Do  we 
give  food  aid  without  assurances  of  development  by  the  recipient 
nations? 

Just  in  terms  of  a  trend,  do  ^ou  think  we  are  about  right,  requiring 
too  much  or  not  enough  restrictions? 

Mr.  Parker.  On  the  assumption  that  you  accept  that  I  am  just 
looking  into  it  and  have  not  come  to  any  conclusions.  However,  as  a 
preliminary  reaction,  I  would  say  that  I  would  be  inclined  to  tighten 
up  the  relationship  a  bit  more.  Mr.  Mair,  I  think,  wanted  to  comment. 

STATDMEKT  OF  ANDREW  J.  MAIB,  COOBDINATOR,  K>OD  FOB  PEACE, 
AaENCT  FOR  INTERITATIOnAL  DE7EL0F1IENT,  U.S.  SEPABI- 
MENT  OF  STATE 

Mr.  Mair.  Yes,  in  answering  this.  If  you  write  an  agreement  with 
a  country,  say  Pakistan,  and  you  generate  $10  million  and  then  you 
specify  in  that  agreement  that  these  funds  will  he  used  for  improving 
storage,  for  drilling  wells,  for  certain  specific  things.  Basically  that 
is  how  it  has  been  done  and  is  the  proced\ire  followed. 

Now,  maybe  it  could  tighten  it  up. 

Senator  Clark.  What  do  you  think  of  that? 

Do  you  have  any  evidence  for  it? 

Mr.  Mair.  Yes.  The  missions  in  the  field  report  to  us  the  use  of 
funds  and  these  can  be  changed. 

Senator  Clark.  I  see. 

Mr.  Mair.  If  something  happens  and  they  need  to  shift  this, 
there  are  places  where  the  emphasis  is  shifted  with  our  agreement, 
but  basically  the  countries  do  what  they  have  agreed  to  do  within 
the  title  I  agreement. 

Now  if  a  flood  comes  along  there  may  be  some  shift,  and  we  make 
these  changes.  But  basically  most  of  the  countries  have  done  a  good 
job  of  doing  what  they  said  they  would  do. 

Senator  Clark.  Let  me  ask  about  the  so-called  "tied  aid"  and 
private  trade  credit  sales  agreements.  If  we  agree  that  development 
IS  a  necessary  primary  goal,  and  you  have  said  it  is,  yet  we  know  there 
are  certain  agreements  tied  to  aid,  where  they  cannot  sell  it  to  another 
country,   and  so  forth. 
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As  I  understand  it,  under  our  "tiod  aid"  agreements  we  require 
certain  transactions.  For  example,  I  think  at  one  point  we  required 
India  to  buy  fertilizer  in  order  to  get  food.  And  we  have  other  sdnds 
of  "tied  aid"  agreements.  Can  you  describe  how  they  work  and  whether 
they  have  been  successful  or  unsuccessful? 

Mr.  Parker.  Well,  Mr.  Chairman,  aid  is  being  untied,  generally, 
if  we  are  using  the  same  expression,  of  a  required  reciprocity.  Aid  is 
being  untied. 

Senator  Clark.  We  are  making  no  requirements  of  that  kind 
demanding  that  India  do  certain  things  in  return  for  getting  this 
food  ai<I? 

Mr.  Parker,  That  is  generally  correct,  although  I  do  want  to 
clarify  that  point. 

There  are  certain  policies  that  direct  us  wherever  possible,  to 
purchase  goods  and  services  «ith  appropriated  funds,  Tivithin  the 
United  Slates  and  developing  countries.  The  authority  has  been 
delegated  to  me  to  make  exceptions  to  this  policy  where  it  is  in  the 
U.S.  interest. 

Senator  Clark.  I  think  it  would  be  best  for  us  if  you  could  provide 
for  the  record  the  examples  of  "tied  aid"  we  have  in  existence  now, 
or  let's  say,  just  in  the  last  5  vears. 

In  other  words,  I  would  "be  interested  in  knowing  whether  we 
reallj-  require  or  have  required  at  some  point  in  the  past,  that  India 
buv  fertilizer,  and  if  so,  who  they  buv  it  from. 

Have  we  said  you  have  to  buy  fertilizer  from  us  in  order  to  get  the 
food  aid? 

Could  we  have  some  examples  of  that  for  the  record? 

Who  keeps  those  records? 

Does  AID  keep  that  kind  of  record,  or  Apiculture? 

STATEMENT  OF  ALEXANDER  SHAKOW,  DEPUTY  ASSISTANT  AD- 
HINISTBATOE  FOE  POLICY  AND  PKOOItAM,  AGENCY  FOR  INTER- 
NATIONAL DEVHX)PMENT,  U.S.  DEPARTMENT  OF  STATE 

Mr.  Shakow.  I  am  not  familiar  with  that  kind  of  provision  at  all, 
I  think  that  Mr.  Parker  has  been  talking  about  the  provision  of  AID 
a.ssistance  to  finance  fertilizer  which  involves  certain  kinds  of  require- 
ments on  the  recipient  government. 

Senator  Clark.  What  are  those? 

Mr.  Shakow,  Each  loan  that  is  made  by  AID  has  various  pro- 
visions in  it,  including  some  which  suggest  that  the  purchases  need  to 
be  made  in  the  United  States. 

Senator  Clark.  Those  are  the  ones  we  would  like  a  record  of  in  the 
record. 

Mr.  Shakow.  The  standard  AID  loan  provisions  are  available, 
but  the}'  are  separate  from  the  provisions  of  Public  Law  480,  of  food 
aid;  there  is  not,  at  the  moment,  any  legal  connection  between  the 
two. 

Senator  Clark.  That  is  the  question.  If  you  could  supply  those  it 
would  help  us. 

[The  following  material  was  subsequently  received  for  the  record:) 
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AID  Loans'  Spbcial  Provisions 

E^cb  loan  that  is  made  by  AID  has  various  provisions  in  it,  iocluding  some 
which  suggest  that  the  purchases  need  to  be  made  in  the  United  States.  The 
following  examples  are  excerpts  from  the  loao  authorizations. 

Arab  Repubhc  of  Egypt:  Loan  No.  263-K-026;  Program  Loan,  $80,000,000. 

"Other  Terms  and  Conditions. ...  (a)  Unless  AID  otherwise  agrees  in  writing, 
commodities  and  related  services  financed  under  the  Iioan  shall  have  their  source 
and  origin  in  the  United  States  of  America." 

Svrian  Arab  Republic:  Loan  No.  27&-J-007;  Agriculture  Inputs  and  Production 
Loan,  520,000,000. 

"Other  Terms  and  Conditions.  ...  (a)  Unless  AID  otherwise  agrees  in  writing, 
commodities  and  related  services  financed  under  the  Loan  shall  have  their  source 
and  origin  in  the  United  States  of  America.  However,  the  policy  against  financing 
local  port  cljarges  set  forth  in  M.O.  1414.9  will  not  be  applied." 

Bangladesh :  Loan  No.  388-T-003;  Ashuganj   Fertihzer  Project,  $30,000,000. 

"Other  Terms  and  Conditions.  ,  .  .  (c)  Unless  AID  otherwise  approves  in 
writing,  procurement  of  goods  and  services  financed  under  the  loan  shall  be  from 
the  United  Stales  or  other  Code  941  countries." 

Laos:  Loan  No.  439-W-OOli  Nam  Ngum  II- — -Hydroelectric  Power  Project, 
$5,000,000. 

"Other  Terms  and  Conditions.  .  .  .  (b)  The  proceeds  of  the  loan,  or  an 
equivalent,  amount  from  other  contributions  to  the  project,  shall  be  utilized  for 
the  procurement  of  goods  and  services  from  the  United  States,  less  a  reasonable 
amount  in  relation  to  Other  nations'  contributions  to  cover  local  currency  costs." 

Afghanistan:  Loan  No.  306-W-108;  Kajakai  Hydroelectric  Power  Plant, 
%7,r,OQ,000. 

"Other  Terms  and  Conditions.  .  .  .  (b)  Unless  AID  otherwise  approves  in 
writing,  procurement  of  construction  services  shall  be  from  the  United  States 
(Code  000)  and  procurement  of  goods  and  related  services  shall  be  from  Code  941 
couptries." 

Bolivia:  Loan  No.  511-T-053;  Agricultural  Sector  Loan,  89,200,000. 

"Other  Terms  and  Conditions.  .  .  .  (c)  Prior  to  the  first  disbursement  or  the 
issuance  of  any  commitment  documents  under  the  Loan,  Borrower  shall  submit  to 
AID,  in  form  and  substance  satisfactory  to  AID; 

(i)  Evidence  of  a  budgetary  plan  which,  during  the  life  of  the  Project,  increases 
the  agriculture  sector  budget  to  levels  adequate  to  provide  for  salary  increases  of 
existing  personnel,  hiring  of  new  personnel,  AID  program  counterpart  require- 
ments, program  operations  and  larger  allocations  to  field  activities  of  direct 
benefit  to  small  farmers; 

(ii)  Evidence  of  agreements  between  the  MAC.^G  and  the  decentralized  public 
institutions,  including  the  NCDS  and  BAB,  and  the  Universi titles  of  Cochabamba 
and  Santa  Cruz  which  set  forth  their  respective  roles,  responsibilities,  and  con- 
tributions to  the  Project; 

(iii)  Evidence  of  a  Supreme  Decree  establishing  a  separate  supervised  credit 
fund  within  the  BAB  for  the  benefit  of  the  small  farmers  of  the  Project  area;  and 

(iv)  Evidence  of  the  design  and  establishment  of  an  adequate  system  of  account- 
ing, budgeting,  and  auditing  procedures  within  tJie  MACAO," 

Chile:  Loan  No.  513-T-065;  Agricultural  Cooperative  Development  Loan, 
15,000,000. 

"Other  Terms  and  Conditions.  .  .  .  (d)  Prior  to  the  firwt  disbursement  or  the 
issuance  of  any  commitment  documents  under  the  loan.  Borrower  shall  submit  to 
AID  in  form  and  substance  satisfactory  to  AID: 

"1.  a  detailed  loan  implementation  plan  for  the  first  year  of  the  project  whicli 
shall  include  infer  alia: 

"(a)  targets  for  institutional  development, 

"(6)  a  projected  stiiffingplan  and  time  table  for  the  Borrower,  and 

"(c)  clipbility  criteria  for  loan  selection; 

"2.  guidelines  for  contract  formats  to  be  used  in  making  FeasibiUty  studies  to  be 
financed  with  Project  funds;and 

"3.  evidence  of  arratigement.s  with  the  Government  which  will  permit  the 
borrower  to  capitalize  up  to  $5,000,000  of  the  Loan  for  purposes  of  determining 
the  lending  limit  of  the  Borrower. 

"(e)  Prior  to  the  first  disbursement  or  the  issuance  of  any  commitment  docu- 
ments under  the  Loan  for  other  than  technical  assistance,  Borrower  shall  submit 
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tn  AID  in  form  and  Hiibst.anof  satisEaotory  to  AID,  erWence  that  Borrower  had 
ndequati^ly  staffed  the  Planning,  the  Project  Study  and  the  Technical  Assistance 
Sections  of  its  Development  Department, 

"'f)  Prior  to  any  dinburgetnent  or  the  issuance  of  any  commitment  document! 
under  the  Loan  for  each  sub-loan  under  the  Project,  Borrower  shall  certify  w 
AID  in  fonu  and  suhstanee  satisfactory  to  AID  that  an  adequate  feasibility 
Study  has  been  performed  for  such  sub-loaa. 

"(s)  Borrower  shall  covenant  and  agree  that  in  making  sub-loana  with  Project 
funds,  it  shall  f^ve  particular  einphoHis  and  attention  to  increasing  the  inoome  and 
productivity  of  the  small  fanner." 

Columbia:  Loan  No.  514-W-074;  Small  and  Medium  Industry  Development, 
So.000,000. 

"Other  Terms  and  Conditions.  .  .  .  (b)  United  States  dollars  utilized  under  thi 
Loan  to  finance  local  currency  costs  shall  be  made  available  pursuant  to  praccdurea 
satisfactory  lo  AID. 

"(c)  As  a  condition  precedent  to  disbursement  to  the  Popular  Finance  Corpora- 
tion for  technology  transfer  activities  It  will  submit  to  AID  for  approval  an 
oraanizfttional  scheme  and  worli  plan  for  such  technology  transfer  activilica." 

Honduras:  Loan  No.  o22-T-026.  saS-V-OT?,  522-W-028. 
Hurricane  rural  reconstniction  and  recovery : 

Fann  credit  and  grain  marketing $12,  500,000 

Primary  school  reconstruction 1,  500,  000 

Rural  shelter  reconstruction _ 1,000.000 


"Other  Terms  and  Conditions  ,  ,  ,  .  (c)  Prior  to  tlie  first  disbursement  or  the 
Is.suaace  of  any  commitment  documents  under  the  Loan  for  the  Farm  Credit 
Activity,  Borrower  shall  sulimit  to  AID  in  form  and  substance  satisfactory  to 
AID: 

(a)  A  time-phased  implementation  plan  giving  priority  in  the  use  of  re- 
sources to  hurricane  affected  areas  and  descrilnnR  the  policies  and  procedures 
governing  and  the  une  rif  resources  (including  aaniinistrative,  technical,  and 
fiiianciaj)  ui  be  allocated  to  the  Activity. 

(b)  A  stjmdard  agricultural  credit  loan  agreement  between  the  BNF  and 
credit  recipients  that  shall  include  inler-alia: 

(I)  Provision  for  the  sale  of  the  collateralized  grain  crop  to  the  BNF  at 
a  price  sufficient  to  cnn.-^titute  an  incentive  for  the  production  of  grains. 

(il)  Priivision  for  the  reduction  of  delinquent  loan  balances  due  to  tha 
BNF  from  previous  production  credits. 

(d)  Prior  to  the  nrwt  disbursement  or  the  issuance  of  any  commitment  docu- 
ments under  the  loan  for  the  Grain  Marketing  Activity,  Borrower  shall  submit 
to  AID  in  form  and  substance  satisfactory  to  AID  a  plan  for  gniin  buying  i>pera- 
lions  iacluding  pricing  policies  to  be  adopted  in  carrying  out  the  Activity  during 
calendar  year  197.^. 

(e)  Prior  t-o  the  first  disl)ur<cmcnt  or  the  issuance  of  any  commitment  docu* 
ment  under  the  loan  for  the  Primaiy  School  Reconstruction  Activity,  Borrower 
shallsubmit  to  AID  in  form  and  aubstauce satisfactory  to  AID: 

(a)  An  agreement  with  CARE  providing  for  CARE's  role  in  the  execution 
of  the  Activity. 

(b)  A  time-phn.sed  plan  for  the  implementation  nf  the  Activity. 

(f)  Prior  to  the  first  disliurscnient  or  the  issuance  of  any  commitment  document 
under  the  Loan  for  the  Rural  Shelter  Reconstruction  "Activity,  for  other  than 
Technical  Assistance,  Borrower  ehull  submit  to  AID  in  form  and  subtttanoe 
sati-ifactory  to  AID:  A  time-])h.a*ed  plan  for  implementation  of  the  Activity, 
including  the  policies  and  procedures  to  govern  sublending  pursuant  to  tiui 
activlt.y." 

Senator  Clahk.  Let  ine  pursue  this  issue  as  it  relates  to  jirivate 
tratlp  credit  sales.  It  is  my  understanding,  for  example,  that  in  Jamaica 
a  cornmeal  processing  plant  is  being  built  under  a  private  trade  sales 
agreoinont. 

Are  you  familiar  with  that? 

Mr.  Shakow.  I  know  that  thfTo  are  such  agreements,  but  I  do  not 
know  about  that  particular  private  traiie  agreement. 

Senator  Clark.  I  would  appreciate  e.vamples.  I  understand  there 
are  16  private  trade  credit  sales  ngreements. 
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Xfr.  Mair.  Yes,  there  is  one  for  Korea,  there  is  one  for  Iran.  But 
these  are  hasi(!;illy  handled  by  the  Deitartment  of  Agricultufe.  We 
«i!l  see  that  you  get  the  information. 

For  iiistaiice,  the  one  in  Korea  is  a  poft  facility  type  of  thing,  so  we 
will  ask  the  USDA  to  provide  this  information. 
[The  following  information  was  subsequently  received  for  the  record :] 


PUBLIC  LAW  4«0,  TITLE  1  PRIVATE  TflAOE  ENTITY  AGREEMENTS 

PIAflo. 

Valwol                  Data 
afcnni«in>             sIpiKt 

C«iiiliy  ractiv- 
ini  commodity 

ComtiaTiy  signad  with 

natranaliq 

S7S0,taD    Die.  3I,19S4 

3,000,000 do 

.      35,000,000    Jan.   14,1965 

1,700,000    NOV.    4,1965 
.        3,000.000    Nov.  1S.I96S 

.        2.000,000    Feb.  24,1967 
1.500.000    Jun.a,l»67 
4.600.000    OM.   2S,I367 
1,100,000    Nov.    11967 
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Mment  iiEned.  In  soma  caias,  1 

Mr.  Shakow.  There  is  a  provision  within  the  act  that  describes 
Ihis  as  one  of  the  alternative  uses  of  Public  Law  480.  There  are  rctjft- 
tively  few,  I  think,  in  the  history  of  the  program,  16  may  very  well 
be  the  total  from  the  beginning  of  the  pi-ogram. 

Senator  Clark.  My  time  is  up,  but  we  would  like  the  facts. 

Does  RalstOTi-Purina  own  the  one  in  Korea? 

Mr.  Mair.  I  think  it  is  a  joint  venture  of  several  companies.  Rai- 
slon-Piirina  has  an  interest,  but  I  think  it  is  a  rather  minor  interest. 

Senator  Clark.  If  we  could  have  reports  on  those  agreements  and 
which  company  o\nis  the  agreement  it  would  be  helpful. 

Senator  Dole. 

Senator  Dole.  For  the  record  and  to  refresh  my  i-ecollection,  I'oes 
mir  money  come  from  the  Public  Law  480  authcrizatioTi,  or  do  you 
get  your  money  some^^here  else? 

Mr.  Parkkb.  We  get  it  from  the  Foreipn  Assistance  Art.  Our  role 
in  Public  Law  480  is  in  assessing  the  needs  and  in  pnrticinatimi  in  ifs 
6<lministre.tion  and  then  Mr.  Mair  is  the  coordinator  of  the  food-fr r- 
!>ea/eprognim. 

Send  tor  Dof.n.  What  is  your  budget  for  fiscal  1975,  then? 

Mr.  M.AiR.  We  hitve  a  budp-et  recently  raised  that  would  go  lo  81-47 
Irilltcn  of  crmmoditics  and  $150  millior  freight :  it  is  a  part  of  the  Ee- 
Iflrimeiit  of  Agricullure  budget,  and  the  Department  of  Agi " 
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authorizes  the  commodities  and  we  negotiate  with  Agriculture  where 
it  should  go,  how  much  and  through  what  program.  We  handle  tlw 
foreign  side. 

Senator  Dole.  That  is  what  I  wondered.  So,  in  effect,  you  do  wwk 
closely  with  the  USDA? 

Mr.  Mair.  Very  closely. 

Senator  Dole.  And  it  is  in  effect  from  their  budget? 

Mr.  Mair.  Yes,  sir,  that  is  right. 

Senator  Dole.  Do  you  have  any  additional  funds? 

Mr.  Mair.  No.  That  is  what  the  Administrator  was  talking  about 
We  try  to  coordinate  them.  It  is  very  importfmt  that  if  you  have  » 
development  aid  program  going  in  a  country  and  you  have  also  food 
aid,  that  you  tie  these  together  to  maximize  the  good  that  both  pro- 
grams can  do.* 

Senator  Dole.  Have  you  ever  had  any  failures  in  any  of  your 
projects? 

Mr.  Mair.  I  am  certain  we  could  find  some  if  we  looked. 

Senator  Dole.  I  have  been  reading  about  a  couple  in  the  papei^- 
a  cattle  project  and  a  rice  project,  birth  control  or  something.  I  do 
not  want  to  get  into  that  because  it  is  before  you  came  on  board.  But 
do  you  get  a  little  congressional  pressure  from  different  Members  ol 
Congress  wanting  to  start  Uttle  cattle  projects  or  thii^s  of  that  kind? 

Nlr.  Parker.  I  think  that  surely  the  Members  of  Congress  exhibit 
interest,  and  they  do  communicate  them  to  us.  But  the  ultimate  de- 
cisions are  ones  that  we  have  to  live  with. 

Senator  Dole.  Who  makes  that  decision? 

You  do  not  have  another  committ«e? 

Mr.  Parker.  Oh,  no.  This  is  a  matter  of  administrative  judgment. 

Senator  Dole.  But  AID  makes  that  or  in  cooperation  with  the 
USDA  or 

Mr.  Mair.  I  do  not  believe  that  the  projects  you  are  referring  to 
are  Public  Law  480  project  funds.  Those  are  Foreign  Assistance  Act 
funds.  They  are  not  Public  Law  480. 

Senator  Dole.  It  is  Government  money,  taxpayers;  excuse  me. 
There  is  no  Government  money.  I  am  certain  that  j'ou  are  aware  of 
those  projects  and  they  do  not  directly  relate  to  Public  Law  480,  but 
they  indicate  why  there  is  some  skepticism  about  the  program.  I  do 
not  suggest  anything  improper  has  happened,  but  you  sometimes 
wonder  as  a  Member  of  Congress  if  you  can  even  «Tite  a  letter  sug- 
gesting something  might  be  a  good  idea  because  someone  may  charac- 
terize that  as  an  effort  to  improperly  influence  an  AID  official  or 
someone  else. 

Mr.  Parker.  Senator  Dole,  I  would  say  this. 

We  get  a  lot  of  valuable  ideas  from  the  Members  of  Congress  as 
passed  on  from  their  constituents.  I  do  not  consider  it  improper.  You 
Ktiow,  there  is  an  old  adage  that  says  there  is  no  such  thuig  as  an  in- 
discreet question.  There  are  only  indiscreet  answers.  So  if  the  sugges- 
tion is  conveyed  in  a  good  interest,  we  will  consider  it.  We  do  not 
necessarily  have  to  do  it,  if,  in  our  judgment,  it  is  either  improper  or, 
more  frequently,  not  related  to  our  priorities. 

Senator  Dole.  And  you  would  not  be  misguided  in  judgment  be- 
cause that  Member  happened  to  be  an  influential  Member  of  the 
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foreign  Relations  Committee  or  the  Appropriations  Committee  or 
the  House  or  Senate  Agriculture  Committee.  That  has  no  bearing  on 

Mr.  Parker.  Not  in  the  vital  judgment  as  to  whether  it  is  an  ap- 
projiriate  thing  to  use  taxpayers'  money  for. 

Senator  DotB.  That  is  the  way  I  hope  it  is  workii^,  and  I  am  sug- 
gesting that  it  does.  But  there  are  tliose  who  raise  questions. 

N'ow  in  reference  to  the  1976  authority,  we  will  propose  a  fiscal 
1976  progiam  of  economic  assistance  for  food  production  rural  de- 
Telopment  and  improved  nutrition;  $680  million,  an  increase  of  almost 
S375  million.  Where  do  those  funds  come  from? 
Mr.  Parker.  From  the  Foreign  Assistance  Act. 

Senator  Dole.  And  that  is  the  one  point 

Mr.  Parker.  At  the  present  time  we  are  in  the  unique  position 
of  having  the  authorization  passed  but  the  appropriations  oill  has 
not  passed,  and  with  the  adjournment  of  the  9.3d  Congress  the 
appropriation  bill  died  with  it.  So  we  have  had  to  restart  the  legislative 
process  for  fiscal  1975. 

Senator  Dole.  What  would  happen  to  your  agency  if  there  is 
DO  foreign  aid  bill  passed? 

Mr.  Parker.  It  has  been  passed.  We  are  on  a  continuii^  resolu- 
tion authority  for  apporpriations  at  the  present  time. 

Senator  Dole.  But  if  we  do  not  e.\tend  that  or  do  something  tliis 
year,  say  there  is  just  no  foreign  aid,  whether  it  is  continuing  resolu- 
tion, new  authorization,  or  whatever,  what  happens  to  your  agency? 
NIr.  Parker.  It  would  collapse  under  those  conditions. 
Senator  Dole.  How  many  people  would  that  affect? 
Mr.  Parker.  Well,  we  have  been  reducing  einployment  worldwide, 
and  we  are  down  now  to  appro-ximately  9,000.  This  does  not  include 
a  number  of  people  who  are  liired  under  contract  mainly  from  U.S. 
land-grant  colleges  and  State  universities,  which  can  rise  as  high  as 
between  4,000  and  5,000  at  any  given  time.  These  are  the  people 
who  are  working  both  here  aud  in  Uie  field. 

Senator  Dole.  The  only  reason  I  mention  that  is  I  think  that 
there  is  at  least  a  glimpse  of  that  happening,  the  possibility  of  that 
happening  this  year,  and  I  do  not  know  what  you  would  do  about  it. 
A  lot  of  people  think  it  would  be  a  good  idea,  not  because  of  the 
personalities  here,  but  because  of  the  program  which  thej-  look 
upon  as  a  total  waste  of  money  when  we  are  having  problems  of  our 
own. 

Mr,  Parker.  Senator  Dole,  if  I  may  say  so,  I  made  reference  in 
my  statement  to  the  Foreign  Assistant  Act  of  1973  which  did  in 
fact  undertake  a  new  direction.  These  components  of  the  Foreign 
Assistance  Act  I  think  are  very  broadly,  warmly,  and  enthusiastically, 
supported  recognizing  that  there  is  a  true  interdependence  amongst 
people.  Now-  again,  to  put  it  into  perspective,  I  would  point  out 
that  when  the  Foreign  Assistance  Act  of  1973  was  passed  in  Decem- 
ber of  1973,  there  had  not  been  an  aid  bill  passed  for  2%  years.  I 
interpret  this  as  a  rekindling  of  interest  in  the  kind  of  development 
assistance  programs  we  are  undertaking. 
Senator  Dole.  Regarding    the    development    assistance    portions 

of  the  act 

Mr.  Maib.  The  program  would  have  to  be  administered  by  the 
Department  of  State  and  the  embassies,  and  to  the  extent  that  we 
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have  them,  agncultural  attachfe  in  the  various  countries.  This  has 
been  taken  over  by  our  agency  because  this  was  the  best  vehicle 
to  use.  We  have  people  in  the  field.  We  have  people  with  direct 
operating:  contact  with  various  parts  of  the  Government  at  all  times. 
That  Ls  why  this  program  has  developed  over  the  years  as  it  has. 
I  guess  what  I  wa.s  suggesting  is  that  if  it  comes  to  "the  point  wher« 
there  would  be  no  aid,  there  will  have  to  be  some  merger  of  some  sort 

We  are,  ir  effect,  in  the  same  business,  dealing  with  the  sam.  ■ 
constituencies,  and  coordinating  the  program. 

Senator  Dole.  But  you  are  having  great  difficulty,  and  they  ai— 
baring  little  if  any. 

Mr.  Parker.  It  is  a  matter  of  degree  and  judgment,  Senator  Dol^ 
I  think  that  the  development  assistance  portions  of  the  Foreign 
Assistance  Act  have  a  ratner  broad  and  genuine  constituency  in  thi.- 
Congress,  and  I  think  that  these  have  in  fact  been  more  supported 
by  Niemben  in  both  bodies. 

Senator  Dole.  I  do  not  suggest  that,  I  suggest  that  this  portion 
of  whatever  foreign  assistance  may  be,  might  be  easily  sold  to  the 
Congress  or  accepted  by  the  Congress  if  you  could  somehow  get 
away  from  the  rest  of  it,  and  I  am  not  suggesting  that  there  is  not 
some  waste  in  this  program,  and  I  am  sure  that  there  may  be  ia 
Public  Law  480,  and  Senator  Humphrey  has  indicated  that  he  is 
going  to  do  some  very  heavy  oversight  operations  on  ail  of  these 
programs. 

It  is  just  a  reality  which  I  am  certain  you  recognize. 

Mr.  Pakkbr.  Indeed,  I  work  with  it  earnestly,  sir. 

Senator  Dole.  Good  luck. 

I  have  nothing  further. 

Senator  Clark.  I  have  a  few  questions. 

Is  it  possible  that  in  response  to  the  30/70-percent  amounts  amend- 
ment pas.sed  in  the  December  aid  bill,  restricting  the  amount  of 
food  aid  that  goes  to  co\intries  not  listed  under  the  United  Nations 
"most  severely  affected"  list,  we  are  increasing  AID  a.csistance  loans 
to  compensate  for  loss  of  food  aid? 

Mr.  Parker.  Again,  I  cannot  give  you  a  simple,  direct  answpr. 
My  impression  is  no.  In  the  process  of  budgeting  we  receive  recom- 
mendations from  our  field  mLssions  about  projects  to  be  undertaken 
in  those  coimtries  during  these  fiscal  years.  These  are  then  reviewed 
by  us  in  Washington,  We  have  to  scale  down  to  fit  within  the  0MB- 
budget  level. 

Now,  if  the  world  worked  in  the  perfect  way,  we  would  have  our 
authorization  and  appropriation  in  time  to  undertake  those  programs. 
As  usually  happens,  we  slip  over  into  the  next  fiscal  year,  and  then  the 
levels  are  adjusted  because  the  conditions  require  it.  Within  30  days 
after  the  passage  of  the  final  appropriation  bill,  we  must  submit  whafc 
is  known  as  an  operational  year  budget,  which  reflects  then  the  current 
stotus  of  things. 

Senator  Clark.  What  I  am  reallv  s\iggestine,  Mr.  Parker,  is  that 
tlic  State  Department  is  not  particularly  happy  about  the  -30percent 
n'slriction  on  the  amount  of  food  that  can  eo  to  so-cnilod  nonneedy 
nations  or  those  nations  not  listed  on  the  U.N.  list.  I  ihinli  that  this  i* 
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clear — and  Mr,  Enders  will  be  here  in  a  moment  and  we  can  talk*to 
him  about  this, 

I  am  asking  whether  the  Agency  for  International  Development  has 
been  asked  to  increase  aid  to  countries  like  Korea  and  Egypt  to  make 
up  for  the  loss  of  food  aid. 

Mr.  Parker,  No;  and  we  are  pro^ratning  in  these  countries  only  as 
we  see  viable  and  appropriate  programs. 

Spnator  Clibk.  There  has  been  no  great  increase  and  will  not  be  a 
great  increase  in  E^pt  or  Korea  or  similar  countries? 

Mr.  Parker.  I  would  have  to  review  them,  specifically.  Taking  Korea 
as  Ml  example,  I  do  not  remember  the  exact  number,  but  our  intention 
is  to  phase  Korea  out  of  economic  assiHtance. 
Senator  Clahk.  Development  loan  programs  as  well? 
Mr.  Parker.  Yes;  and  that  means  that  we  may  in  this  yea*  try  to 
complete  the  funding  for  certain  projects  that  are  an  integral  part  of 
the  program,  so  you  may  see  a  slight  upsurge,  but  the  true  fact  is  that 
we  are  trj'ing  to  phase  a  country  like  that  out. 
Senator  Clark.  I  have  a  few  additional  questions. 
1  know  that  AID  places  a  very  high  importance  on  the  nutritional 
value  of  food  sent.  Secretary  Kissinger  mane  a  great  point  of  that,  and 
a  very  good  one,  at  the  Rome  World'  Food  Conference. 

How  do  you  think  tobacco  and  cotton  fit  into  that  nutrition 
priority?  Are  these  non-food  products  part  of  the  nutrition  program? 
Senator  Hatfield— you  may  have  been  here  during  his  comments — 
made  this  same  pomt.  What  do  you  think  of  tobacco  and  cotton  as 
a  part  of  the  food  for  peace  program? 

Mr.  Parker.  I  think  under  the  provisions  of  Public  Law  480,  U.S. 
agriculture  commodities,  no  matter  what  they  are,  can  qualify,  and, 
Mr.  Chairman,  putting  this  into  perspective,  this  is  an  economic 
resource  transfer  program,  in  some  ways.  In  that  sense  it  is  certainly 
proper. 

Obviously,  I  would  not  classify  tobacco  or  cotton  fibers  as  food. 
Senator  Clark.  Is  that  a  justifiable  transfer  of  resources?  Would 
not  a  lot  of  other  things  be?  Would  you  hke  to  see  the  program  ex- 
panded into  other  nonfood  opportunities? 

Mr.  Paekeh.  I  think  there  are  opportunities,  yes,  as  a  matter  of  fact. 
Senator  Clark.  Can  you  list  some? 

Mr.  Parker.  I  have  seen  many  places  where  lumber,  for  example, 
is  in  very  short  supply,  and  could  be  very  useful  if  a  program  like  Itiat 
were  envisioned.  1  do  not  mean  to  take  you  off  the  track  here,  but  to 
rive  an  example,  other  non-agricultural  products,  the  United  States 
has  abundant  coal  supplies,  and  when  you  look  at  the  economies  of 
some  of  the  developing  countries  with  whom  we  deal,  their  needs  for 
energy  might  well  be  met  by  coal,  for  example. 

Senator  Clakk.  It  would  not  bother  you  to  put  these  under  the 
title,  "food  for  peace",  rather  than  creating  a  different  program. 

Mr.  Mair.  The  law  restricts  that.  It  is  agricultural  commodities. 
Mr.  Parker.  But  I  understood  you  to  a,sk  for  other  examples,  and 
as  I  said,  outside  of  food  for  peace. 

Senator  Clark,  Lumber  would  be  an  agricultural  commodity, 
would  it  not? 

Mr.  M.UR.  It  is  not  so  classified  in  the  act. 
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Senator  Clark.  What  about  the  congressional  70/30  percent 
restriction?  There  is  some  discussion  about  whether  we  ought  to  do 
that  on  a  regular  basis.  Do  you  think  we  would  have  shipped  mcH'e  food 
to  needy  countries  had  we  not  had  that  amendment,  or  do  you  think 
we  are  going  to  ship  more  as  a  result  of  it? 

Mr.  Parker.  It  is  veiy  hypothetical,  Mr.  Chairman. 

Senator  Clark.  Yes,  but  you  had  programs  certainly,  and  so  it  ia- 
not  totally  hypothetical. 

Mr.  Parker.  Yes,  that  is  correct.  My  own  view  is  that  it  did  no-^ 
increase  the  amount  that  we  would  have  sent  to  the  MSAs,  th^ 
so-called  moat  seriously  affected. 

Senator  Clark.  So  you  would  have  shipped  just  as  much  had  w^ 
not  put  the  restriction  on? 

Ah".  Parker.  Yes,  but  I  think  the  proportion  might  have  beec^ 
somewhat  different,  and  the  decisions  might  have  been  reached  some— 
wliat  earUer. 

Senator  Clark.  Thank  j-ou. 

Mr.  Parker.  Thank  you,  and  thank  you,  Senator  Dole. 

Senator  Dole.  Thank  you. 

[The  following  questions  were  submitted  by  Senator  Clark  to 
Mr.  Parker  and  his  answers  thereto :] 

Development  Loans  to  Non-MSA  Countries 


Qiiention.  Mr.  Mair  t*'stified  that  "it  is  very  importfiiit  that  if  you  have  a 
dev('l<)]>incnt  aid  pro)^am  going  io  a  countn'  anil  you  also  have  food  aid,  that  yuu 
tic  those  together  to  maximize  the  good  that  most  programs  can  do." 

Thci*  is  some  concern  that  AI IJ  is  presently  giving  or  plaDniiig  to  give  develop- 
ment iuans  to  DOn-MSA  countries  which  will  he  used  for  purchases  of  U.S.  com- 
mi>ditjc:<  on  the  open  market.  Such  actions  seem  to  defeat  the  purpose  of  both 
development  loan^j  which  arc  geared  toward  long  range  growth  as  well  as  the 
30/70  fonnuta  that  stipulates  food  priority  for  huin^initarian  purposes. 

In  order  to  examine  this  Usue  objectively,  would  you  kindly  supply  for  the 
record,  tiie  development  loans  to  non-M.SA's  agreed  to  before  December  and  an- 
other list  that  includes  tho^e  planned  for  the  near  future. 

Answer.  Yes,  sir;  we  nill  provide  them.  1  would  like  to  emphasise,  however, 
that  all  AID  development  loans  are  carefully  designed  in  collaboration  with  re- 
cipient govi'rnment.s  to  support  priority  development  objectives.  Many  of  our 
programs  do  take  ])lacp  in  non-MSA  countries,  out  it  is  important  to  note  how 
that  !i:!t  was  derived.  The  MSA  list  includes  those  countries  hardest  hit  by  the 
adverse  balance  of  payments  impact  of  food,  fuel  and  fertilizer  inflation  in  the 
past  year.  But  the  nun-MSAs  include  a  large  number  of  very  poor  developing 
nations  in  need  of  substantial  external  assistance.  Our  loans  to  these  countries — 
MS.\  and  non-MSA — support  important  development  projects;  no  FY  1975 
development  loans  are  bema  used  to  finance  foo<tetuffs  or  any  other  goods  and 
services  not  directly  related  to  priority  development  objectives,  AID  loans  are 
entirely  consistent  with  the  general  purpose  of  promoting  long-range  growth,  in- 
eluding  efforts  in  the  agricultural  sector  cspeciolly  din'cted  toward  increasing  food 
production  by  small  farmers.  There  is  no  conflict  with  the  30/70  PL  480  formula. 

Following  is  a  list  of  development  loans  made  by  the  Agency  tor  International 
Development  in  FY  1975  through  December  31,  1974  to  less  developed  countries 
that  do  not  appear  on  the  United  Nations  most  recent  list  of  Most  Seriously  Af- 
fected (MSA)  countries. 
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Loan  authiriiotions,  July  i,  1974-Dx.  SI,  l&H 

Africa:  Zaire — Water  transport  improvement 0.  8 

Near  Kast  and  South  Asiii:  Afghanistan— Kajakai  Hydroelectric  Po\ver 

Plant 2.0 

East  .^sia: 

Korea — Irrigation  Project  (amcDdment) 6.  5 

Philippines: 

Rural  Kieclrification __ 20.  0 

ttwral  Roads- 15.0 

Latin  America: 
Bolivia: 

Agriculture  sector 9.  2 

Ba.<ie  foods  production 8.  0 

Chile— IFICOOP  Agricultural  Cooperative  Development 15.  0 

Colombia^ — ^ijmall  and  medium  industry  development 5.  0 

XicaviigUH : 

Knrthquake  recovery  low-cost  housing 15.0 

Managua  urban  reconstruction  sector  (amendment) 10.  0 

Pa  rap  lay— Small  farmer  development 4.  7 

Peru — Rural  enterprises  development 10.  0 

Following  is  a  list  of  those  development  loans  that  were  included  in  the  FY 
I9".>  Congressional  Presentation  to  less  developed  countries  not  included  on  the 

L'niied  Nation*  list  of  Must  Seriously  Affected  countries.  These  estimates  were 

frcparcd  over  a  year  ago  and  the  linal  disposition  of  the  Agency's  development 

>an  funds  will  reflect  numerous  developments  that  have  occurred  since  that  time. 
This  listine  should  therefore  be  considered  tut  tentative  and  it  will  be  revisied 
.'ubstantially  once  the  Ccmgress  has  completed  action  on  the  FY  1975  appro- 
priation. 

Loan  aulhoritalions  planned,  Jan.  1,  197B-June  30,  1975 

DoUart  in  mllKoni 

Africa:  Botswana — Northern  ivbbatoir 5,  0 

Gabon —  Feeder  roads 5.  0 

Liberia — Integrated  niral  development --  4.0 

Near  Fast  and  South  Asia: 

Afghanistan— Rural  works 8.  0 

Morocco; 

Triffa  irrigation _..  5.0 

Doukkala  irrigation 8.  0 

Agricultural  inputs 1,  4 

Malaria  control 1.  6 

Tunisia— Grain  storage 3,  0 

Turkey: 

Rural  development ,  \h.  5 

Maize  development  and  expansion 1.  0 

Development  administration  training 3.  5 

East  Asia: 

Indonesia: 

Sederhana  (small)  irrigation  facilities 21,  0 

Flood  control  and  irrigation 9.  0 

l.uwu  regional  development 10.  0 

Sulawesi  road  betterment If),  0 

Rural  sanitation 5.  0 

Surakarta  municipal  water  supply 5.  0 

Korea: 

Irrigation  facilities 19.  0 

Standards  system  development 5.  0 

Philippines: 

Rura!  electrification 20.0 

Provincial  water  sup]>ly 5.  0 
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Loan  avthoritat iane  plaMted,  Jan.  1,  197S-JtuiM  SO,  1 97ff— Continued 
Latin  America: 

Boliviti:  DoOtrt  In  miUloMi 

Rural  henltb  delivery  services 6.0 

Rural  education 6.  0 

Chile,  nutrition 5.0 

Colombia: 

Nutrition _ 5.0 

Educational  technology 10.  0 

Science  and  t«chn<ikigy -'■.  0 

Dominican  Republic — ^Health  sector fi.  O 

Guatemalii — Agriculture  sector It  .i 

Jamaica — Agricultural  sector 8.  0 

Nicaragua; 

Health  sector 6.0 

Reconstruction  and  deconcentration.. 20.  0 

Panamn: 

Agricultural  sector II.  0 

Paraguay — Swine  production 2.  ."> 

Peru— Integrated  ngriciilturnl  development 11.  0 

East  Caribbean  regional  fBarhndoci,  Jamaica,  Trinidad) — Regional 

education:  UniverKity  of  the  West  Indies .^.  0 

Latin  America  regional— Agricultural  Credit  Union  De\'elopment 4.  .V 

Reqdikbuent  for  U.S.  Commkhciai,  Purchaskb  is  Public  Law  480,  Title  1 

CONCESSWNAL    SaLF.S    AOHEEMESTS 

Quexiinn,  What  percentage  (over  a  five  year  period)  of  P.L.  480  conces.^'iona! 
sales  has  been  "tied"  to  purchase  requirements  of  U.S.  coriimoditics? 

Answer.  For  the  last  five  Fiscal  Years  PV's  1971-1975,  approximately  8.9'";. 
of  P.L.  480  Title  I  concetwiona!  sales  agreements  have  required  purchases  of 
U.S.  commodities.  The  totah  l>y  Fitcal  Year  are: 

P»'ten(  of 

loMlttMtl  WiThmiinUS.  PubKc  Uw  4SD 

prcvrim    purcnaw  iMuirid  cammodili*! 

(millnni)  {miUioni)  lir  dolla'  valiw 


I  BHtd.on  MuM  liual  yur  thipmBnli  Iron  United  StMa. 

■  BasaO  on  siined  igrMments  (srmt  nity  nol  have  bean  ihipptd). 

QuMlion.  Would  you  describe  what  thow  agreements  have  entailed? 

Answer.  In  some  cases  P.L.  480  Title  I  agreements  require  reci])ient  countries 
to  purchase  specified  amounts  of  U.S.  agricultural  commodities  on  a  commercial 
baxis  from  the  United  States,  These  are  the  minimum  purchases  required  from 
the  United  ytatcs.  Of  course,  purchases  from  the  United  States  also  count 
agniast  an  unspecified  U.S.  portion  of  a  usual  marketing  requirement.  The  usual 
murkcting  requirement  lUMR)  reflects  Subseetii'n  IO.iici  of  P.L.  480,  which  re- 
guire.s  that  reasonable  precautions  l)e  taken  to  safegiwrd  m-^umI  markeling;'  if  the 
United  State.-  and  assure  Ihat  the  P.L.  480  mIos  will  not  unduly  disrupt  w.-rld 

S rices  of  agricultural  commoditii-s  or  normal  patterns  of  commercial  Irivdo  with 
i  ,nd!y  couniries. 
The  general  provisions  i^f  each  P.L.   480  agreemont  include  the  lanpiiiRi'  "f 
KulBWction  10;J(o>.  \Vh.'ri>  there  is  a  history  'if  commercial  imports  of  thr  P.I.,  'IM) 
cominodity,  a  quantitative  UMH  is  s^iecified  unless  the  financial  conUilion  of  ihe 
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■cmintry  ha?  deteriorated  an  that  it  could  not  finance  its  uaual  Dommcreial  pur- 
chirtw.  Conversely,  i(  the  financial  conditioa  of  a  country  wiurants  aud  there  is 
on  upward  trend  of  commercial  Imports,  the  UMR  coiud  be  increased.  Undef 
iinrma]  circumstances,  the  UMR  is  calculated  by  averaging  (3-5  years)  the 
amounts  of  the  commodity(s)  import«d  commcroisUy  from  the  United  States  and 
fhpndly  countries.  UMR's  do  not  specify  minimum  purchases  from  the  United 
Stales  when  (1)  there  is  no  normal  or  significant  history  ot  commercial  trade  with 
tlw  United  States,  (2)  where  a  specified  purchase  is  not  necessary  to  protect  i 
U.S.  market,  or  (3)  in  the  case  of  wheat  or  wheat  products,  because  as  a  result  of 
vnrioiiR  international  griiin  arrangements,  international  wheat  markets  are  open 
lotie  United  States  without  prejudice.  We  reserve  the  right,  however,  to  specify 
I'MR's  for  the  United  Stales  for  wheat  if  they  should  be  required  in  the  future. 
During  negotiation  of  each  P.L.  480  agreement,  the  reclpieat  country  is  advised 
of  Siibseetion  103{o)  of  P.L.  480,  which  requires  that  st«ps  be  taken  to  assure  that 
tile  L'.S.  obtains  a  fair  share  of  any  increase  in  commarcial  purchases  of  agri- 
cultural commodities  by  the  purchasing  country. 

Senator  Clark.  The  last  witness  this  morning  will  be  Mr.  Thomas 
Enders,  Assistant  Secretar\'  of  State.  We  will  take  Mr.  Enders' 
testimony  and  que.stions  and  then  adjourn,  probably  at  1  OO  o'clock 
and  rorae  back  again  at  2:00. 

You  may  pi-oceed  in  any  way  you  think  appropriate. 

STATEMENT  OF  THOHAS  0.  ENDEKS,  ASSISTAin  SECBETART  07 
STATE  IDR  ECONOMIC  AND  BUSINESS  AFFAIRS,  U.S.  DEPART- 
MENT OF  STATE 

Mr.  Endbrs.  Thank  you,  Mr.  Chairman,  verj-  much,  and  let  me 
introduce  Mr.  Robert  Service,  at  my  right,  of  my  office,  who  is  con- 
tcrncd  with  food  matterri. 

If  I  may,  Mr.  Chairman,  I  would  like  to  submit  the  prepared  state- 
ment that  I  have  for  your  record. 

Senator  Clahk.  It  will  be  included  in  the  record. 

Mr.  ExDERS.  Many  of  the  points  which  I  widh  to  make  in  this 
statement  have  been  discussed  by  the  witnesses  and  by  the  Senators 
beforehand.  Let  me  say  I  very  much  appreciate  being  with  you  this 
morning. 

In  introducing  mr  part  of  the  testimony,  I  would  like  to  put  par- 
ticular emphasis  on  the  concept  of  food  security  as  a  concept  that  is 
broader  than  food  aid,  and  relate  food  aid  to  it.  It  is  pretty  clear, 
Mr.  Chairman,  that  although  we  have  had  major  reserves,  most  of 
them  in  \orth  America,  up  until  a  couple  of  years  ago,  that  we  are 
now  down  worldwide  to  pipeline  leveLs  of  ^ain  reserves  and  that 
any  future  shortfall  in  the  availability  of  grains  can  only  be  adjusted 
to  at  the  cost  of  some  con.sidcrable  hardship. 

We  have  been  looking  at  the  statistical  projections  for  this  coming 
crop  \"ear  and  find  that  it  looks  like  there  might  be  a  small  surplus 
Avorldwide,  which  we  hope  for.  But  that  will  not  put  us  back  into  » 
position  where  we  consider  the  world  food  needs  as  being  secure. 

Senator  Taimadge,  in  introducing  this  hearing,  mentioned  the 
■World  Food  Conference  projections.  I  think  that  they  are,  indeed, 
striking,  because  they  show  that  the  developing  countiies  would  have 
to  acf-elerate  their  production  of  food  from  a  current  historically 
liigh  average  of  2J^  percent  a  jear  to  3!^  percent  per  year  in  order  to 
prevent  their  import  gap  from  growing  from  the  current  25  million 
tons  per  3ear  to  as  much  as  85  million  tons  a  year  in  1985. 
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Now,  clearly,  those  are  numbers  that  the  developing  countrie 
;ould  not  be  expected  to  finance,  and  the  donor  countries  could  no 
lossibly  expect  to  cover  by  food  aid. 

Senator  Dole.  Mr.  Enders,  may  I  interrupt  here? 

Mr,  Enders.  Yes,  sir. 

Senator  Dole.  I  may  have  to  leave  before  you  finish.  I  read  ^-ou 
;tatement  and  I  am  interested  in  your  comments  on  intemationa 
ood  reserves. 

Now,  as  I  understand  it,  that  is  still  in  the  development  stage 
There  have  been  no  guidelines  set  or  amounts? 

Mr.  Enders.  This  much  has  been  set  forth,  Senator,  at  the  Worli 
Tood  Conference.  There  was  a  proposal  put  forward  by  the  Unite* 
states  and  generally  agreed  to  by  other  countries  that  the  worh 
ihould  have  up  to  60  million  tons  of  grain  reserves.  Now,  that  i 
lefined  as  grain  reserves  above  pipeline  levels,  above  working  stoci 
evels,  and  the  ^ure  of  the  precise  target  was  not  nailed  down  a 
-hat  conference.  It  would  be  a  matter  of  negotiation. 

Several  concepts  were  put  forward  verj"  clearly  by  Sec  re  tar 
Kissinger.  One  is  that  although  the  world's  grain  reserve  has  beei 
leld  in  the  past,  lai^ely  by  the  United  Slates,  and  to  a  lease 
ixtent  by  Canada,  that  in  the  future  grain  reserves  and  the  securit; 
hat  results  from  them  have  to  be  the  responsibility  of  all  countries 

The  second  is  that  in  negotiating  a  system  of  reser\'es,  we  mns 
nake  sure  that  that  system  works  in  such  a  way  as  to  assure  real  foo< 
ecurity  to  the  developing  countries.  Now,  there  would  be  a  mimbe 
if  important  commercial  implications  from  such  a  system  of  reserve? 
ind  these  we  think  have  to  be  looked  at  very  carefully  indeed. 

We  have  had  a  preliminary  meeting  with  the  major  exporters  ant 
mporters,  including  the  Soviet  Union,  in  Jjondon,  just  a  week  ago 
ind  it  looks  now  like  we  are  moving  toward  a  consensus  on  stortinj 
icgotiating  such  nn  agreement. 

Senator  Dole.  Now,  would  it  be  your  intention— or  I  might  saj' 
ian  it  be  done  without  any  authorization  by  the  Congress?  Do  yoi 
lave  that  authority  now  to  participate? 

Mr.  Enders,  The  United  States  has  authority  under  the  CCC 
Let  to  hold  reserves,  and  our  anticipation  would  be  that  the  degrei 
^nd  way  in  which  the  United  States  participates  in  such  a  progran 
Fould  be  governed  by  the  authorities  under  that  Act, 

On  the  other  liand,  once  we  have  a  final  agreement  on  how  thi: 
ntemational  network  of  nationally  held  grain  reserves  is  going  to  bi 
legotiated,  we  will  come  back  down  to  the  Congress  and  consul 
rith  ail  of  the  interested  parties,  including  of  course  this  committee 

Senator  Dole.  Right,  and  I  a.ssume  when  vou  talk  about  reser\'es 
'ou  are  talking  about  their  use  onlj'  for  fiumanitarian  purposes 
ight?  There  would  be  no  commercial  sales? 

Mr.  Enders.  No,  sir.  We  think  that  it  is  almost  impossible  t( 
eparate  the  two  in  this  sense.  You  want  tomakesure  that,  for  example 
he  developing  countries  can  have  physical  access  to  the  comnioditie: 
a  an  emei^ency,  but  you  also  want  to  make  sure  that  the  price  doe: 
Lot  go  through  the  ceiling,  up  to  $8,  $9,  or  $10  per  bushel,  as  it  coul< 
r  there  were  not  also  adequate  reser\'es  to  support  commercial  flow; 
hroughout  the  world. 

So  we  think  that  the  two  problems  have  to  be  related. 
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Senator  Dole.   Now,  as  a  practical  matter,  would   that  replace 
Public  Law  480  programs? 
Mr.  Enders.  No,  sir. 

Senator  Dole.  What  assurance  would  there  be  that  this  would  not 
replace  it  in  the  future,  if  a  reserve  were  developed?  Why  not  buy 
from  the  international  reserve  rather  than  negotiate? 

Mr.  Endehs.  As  I  say,  it  would  be  a  network  of  nationally  held 
reserves,  and  the  United  States  has  held,  of  course,  very  lai^e  reserves 
in  the  past.  Our  expectation  is  that  these  reserves  would  be  held 
under  the  CCC  authorities,  would  be  in  fact  largely  held  by  private 
individuals  on  a  loan  basis.  The  wav  in  which  they  would  be  built 
up  and  released  would  be  a  matter  of  CCC  policy. 

On  the  other  hand,  we  could  ship  no  food  aid  to  foreign  countries 
Mtbout  a  Public  Law  4S0  authorization  and  appropriation.  In  other 
words,  somebody  has  to  have  the  budgetaiy  authority  to  buy  the 
commodities  and  in  the  future  food  aid  would  be  required  and  required 
in  very  much  the  same  way  it  is  required  now. 

On  the  other  hand,  such  a  reserve  would  insure  that  commodities- 
were  physically  available  and  could  be  bought  at  prices  which  were 
not  exorbitant  in  a  tight  situation. 

Senator  Dole.  Well,  it  occurs  to  me  that  there  is  probably  much 
merit  in  this  proposal. 

Maybe  from  a  selfish  standpoint,  representing  a  great  number  of 
farmers  and  being  a  member  of  the  Committee  on  Agriculture  with  a 
broader  constituency  than  my  own  State,  you  know  there  are  those  in 
afniculture  and  agribusiness  that  fear  that  what  may  be  a  proper 
price  in  some  needy  country  might  be  a  depressing  price  to  our 
producer.  It  might  back  up  in  that  fashion. 

Mr.  Enders.  We  are  very  sensitive  to  that,  Senator.  I  think  the 
system  would  have  to  be  very  carefully  designed  so  as  to  avoid  either 
Ihe  fact  or  the  perception  of  depressing  prices,  and  that  is  one  of  the 
concerns  that  has  to  go  into  the  design  of  the  system. 

Now,  in  building  up  reserves,  obviously  world  demand,  and  in 
particular  demand  for  American  products,  would  be  greater  than  it 
otherwise  would  be.  This  results  from  the  fact  that  we  are  the  most 
competitive  and  the  most  dynamic  producers.  Ouce  we  have  the  re- 
serve built  up,  then  we  have  to  make  sure  it  is  not  used  in  the  way  that 
you  sugK^st. 

Senator  Dole.  Right.  It  has  been  a  long,  smoldering — I  would  not 
suggest  "ai^iment,"  btit  "effort"  to  draft  legislation  on  a  domestic 
reserve.  I  do  not  really  see  this  suggestion  as  being  to  any  significant 
degree  much  different.  How  do  you  accomplish  the  purpose,  the 
objective  of  the  reserve  without  somehow  affecting  producer  prices— 
Tou  will  have  some  difficulty  with  that  when  it  comes  to  Congress,  and 
1  do  not  suggest  hostility,  but  I  think  there  will  be  great  controversy. 

Mr.  Enders.  We  will  talk  to  that  fully  so  you  -see  what  our  thinking 
is. 

Senator  Dole.  It  is  very  difficult.  I  have  been  on  a  congressional 
Agriculture  Committee  for  over  14  years,  and  every  year  we  talk 
about  a  grain  reserve.  We  have  had  different  suggestions,  but  when  we 
come  down  to  making  a  detei'mination,  we  have  not  developed  one 
because  of  the  fears  that  we  think  many  well-motivated  people  have. 
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Mr.  Enders.  We  have  bepn  sensitive  to  those  concerns,  and 
appreciate  that,  Seaator,  but  the  things  which  have  moved  us  to  tt»  a 
are  our  experiences  of  the  last  2  years.  First,  we  ran  out  the  ttok^ 
reserves,  largely  held  by  us.  Secondly,  this  last  year,  we  have  had 
have  some  substantial  cuts  in  consumption,  in  order  to  balance  supp^a 
and  demand,  including  major  hquidations  of  livestock  In  this  count^B 
which  have  not  been  good  for  this  country. 

We  have  also  had  some  cutbacks  in  consumption  in  develop^^ 
coimtries  in  this  year,  in  particular  India,  which  are  not  good  for  th^^ 
countries,  and  we  have  had  some  extraordinarily  high  food  pri^c 
which  I  do  not  think  even  tlie  farmers  themselves  think  neceasai-ti 
are  a  desirable  phenomenon. 

Senator  Dole.  1  disagree  with  that. 

Mr.  ENDEiis.  You  disagree  with  that? 

[Geiteral  laughter.] 

Well,  1  wonder  whether  $6  or  $7  wheat 

Senator  Dole.  It  has  never  gone  that  high.  It  has  gone  to  $4.60- 
some,  but  now  it  is  down  to  S3.50-some,  and  we  get  a  lot  of  mail 
wondering  why  it  is  not  going  back  up  and  why  do  we  not  get  rid  «f 
Secretary  Butz  and  everyone  else  who  made  the  price  go  down,  so 
you   can   understand   the"  proper  selfish  interest  which   they   have. 

Mr.  Enders.  I  think  that  is  right. 

Senator  Dole.  Is  there  some  way  you  could  mix  this  reserve  with  a 
little  Arab  money  in  it  too? 

Mr.  Enderb.  Our  view  is  that  other  countries  should  bear  their 
full  burden  of  the  reserve. 

Senator  Dole.  If  they  do  not  have  the  commo<lities,  they  should 
use  their  resources. 

Mr.  En'ders.  Most  countries— Japan,  for  example — cannot  pro- 
duce the  grain  required  for  the  reserve.  They  will  have  to  buy  in  the 
world   market,   particularly  from   us,   and  it  will   be   their  money. 

Senator  Dole.  But  it  will  be  a  commodity.  In  other  words,  they 
will  expend  their  money  to  buy  the  commothty,  which  then  goes  in 
the  reserve,  and  they  will  control  that  reserve. 

Mr.  Enders.  They  will  control  that  reserve,  naturally,  as  we  will 
control  ours. 

Senator  Dole.  And  it  could  be  purchased  from  us  and  stored  by 
them. 

Mr.  Enders.  It  coiild  also  be  physically  located  in  the  United 
States — that  is  another  option — and  owned  by  foreigners. 

[General  laughter.) 

Mr.  Enders.  We  will  be  back  to  talk  about  this  in  detail. 

Senator  Clark.  Before  you  go  on,  let  me  sav  that  my  reasoning 
on  this  is  different.  I  favor  a  grain  reserve  and  I  think  Senator  Dole 
does  not  support  one  on  a  national  leve!^ — even  though  it  would  be 
very  difScult  to  get  a  domestic  grain  reserve  passed  out  of  this  com- 
mittee or  the  House  Agriculture  Committee  or  on  the  floor. 

It  Is  interestine  that  the  Secretary  of  Agricidtiire  and,  I  assume,  the 
administration,  is  opposed  to  a  domestic  grain  reserve.  They  always 
have  been,  and  as  far  as  I  know,  they  have  not  changed  their  pasition 
jet  they  are  in  favor  of  an  international  grain  reserve. 

Mr.  Enders.  Or  an  international  network  of  national  grain 
reserves. 
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Senator  Clark.  But  the  Administration  is  against  the  domestic 
^un  reserve,  is  that  not  correct? 

Mr.  Enders.  I  believe  that  is  right,  sir. 
Senator  Dole.  I  think  it  is  a  different  concept,  though. 
Senator  Clark.  It  is  a  ver>'  different  concept,  but  1  just  wanted  to 
sel  the  record  straiglit  on  what  that  was.  The  Secretarj'  of  Agriculture, 
in  Rome,  described  the  world  food  reserve — and  I  would  like  to  have 
you  correct  mo  if  I  am  \vi-ong— not  as  a  reserve  that  we  set  a.side  from 
lie  market  or  in  any  way  set  aside  for  a  period  of  emergency.  We  are 
simply  going  to  say  that  that  grain  held  by  Continental,  Cargill,  and 
Salston  Purina,  and  all  the  private  companies  is  our  grain  reserve. 
Is  that  correct? 

Mr.  Enoebs.  Ail  stocks  held  in  the  country  would  be  accounted 
la  computing  the  grain  reserve,  and  yon  would  subtract  from  that  a 
calculation  of  what  is  required  as  working  stocks,  in  order  to  get  you 
through  a  normal  crop  cycle,  and  to  make  sure  that  there  are  not 
spot  shortages  anywhere  in  the  country. 

Now,  how  that  reserve  is  held  would  be  a  matter  to  be  determined, 
but  our  initial  thinking  is  that  it  oould,  as  I  mentioned  earlier,  be 
held  under  the  existing  provisions  of  the  CCC  Act,  and  that  CCC 
policy  determinations  could  be  made,  dther  to  build  iip,  or,  in  n  crisis, 
to  begin  drawing  down  that  reserve,  which  would  be  substantially 
held,  as  you  indicate,  in  private  hands. 

Senator  Clahk.  Then  the  CCC  would  not  hold  it  if  it  were  in 
private  hands.  The  CCC  would  pay  storage  to  grain  companies  for 
holding.  Is  that  the  Secretary  of  Agriculture's  position? 

Mr.  Enders.  That  is  an  option.  We  would  not  envision  seeking, 
certainly  not  at  this  point,  additional  authority  to  the  authority  he 
already  has  concerning  stocks  to  implement  an  international  agreement 
of  this  kind. 

Senator  Clark.  It  might  well  work  out  (hat  our  share  would  be 
about  10  million  tons?  I  know  it  has  not  been  decided,  but  what 
figures  are  we  talking  in  terms  of- — 10  or  20  million  tons? 

Mr.  Enders.  We  have  not  gotten  down  to  the  burden-sharing 
part  of  it,  but  certainly  we  would  want  to  take  much  less  than  we  have 
in  the  past,  where  we  have  been  working  at  80  percent  of  the  world 
grain  reserves. 

Senator  Clark.  As  I  understand  this  alternative,  we  would  really 
have  the  private  trade  hold  this  grain  and  they  could  sell  it  at  any 
time  they  wanted  to? 

Senator  Dole.  Or  the  farmer  could  hold  it? 
Mr.  Enders.   Yes. 

Senator  Clark.  Storage  would  be  paid  by  our  Government? 
Mr.  Enders.  Stort^e  and  mterest  reqviirements.  Those  would  be 
policy  variables  to  be  iised  by  the  Secretary  of  Agriculture  to  insure 
that  the  desired  level  was  reached,  or  if  drawdowns  were  neccssarj' 
that  drawdowns  were  made.  This  has  happened  in  the  past,  recently, 
for  example,  in  the  last  couple  of  years,  in  which  those  variables  have 
been  itsed  for  just  this  purpose. 

Senator  Clark.  I  think  we  interrupted  your  statement. 
Senator  Dole.  I  intemipled  because  I  have  to  leave,  but  I  did  read 
the  entire  statement,  and  I  appreciate  your  comments  on  the  inter- 
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national  gr^n  reserve.  Secretary  Butz  will  be  here  on  Thuisday,  and. 
I  am  certain  that  that  question  will  probably  arise. 

Mr.  Enders.  Very  good,  sir. 

Senator  Dole.  Thank  you. 

^i^.  Enders.  You  are  welcome. 

The  otiier  two  points  that  I  wanted  to  emphasize  are  the  oth^T 
aspects  of  the  strategy  that  we  are  trying  to  follow  in  the  food  securities' 
urea  concern  production,  on  the  one  hand,  and  food  aid,  on  the  othew::"- 

Xow,  production  has  clearly  got  to  be  the  answer  to  the  probletaci 
of  tiie  shortfall  in  the  developing  countries.  We  cannot,  other  than  i:M:i 
the  short  run — we  cannot,  m  Ihe  long  run,  devote  the  enormous  ir*— 
vestment  required,  pre-empt  the  use  of  land  and  water,  develop  the 
liuge  financing  mechanisms  required  to  cover  a  deficit  of  the  kdncf 
winch  might  result  in  the  LDC's,  so  what  we  think  has  to  be  done, 
Mr.  Chairman,  is  to  create  a  structiu-e  of  relationships  in  which  the 
LDC's  can  be  encouraged  and  assisted  to  take  over  this  job  them- 
selves and   to  match  demand  with  supply  centrally  in   their  own 
countries. 

We  have  several  policy  instruments  for  doing  this.  One  of  them  ia 
an  increase  in  our  (^cultural  assistance  to  the  developing  countries, 
and  as  Mr.  Parker  mentioned,  there  will  be  a  major  increase  this 
year,  and  we  believe  next. 

The  second  is  that  we  have  proposed,  and  it  has  now  been  created, 
a  new  consultative  group  on  food  production  and  investment  in  the 
World  Bank  framework.  The  purpose  of  this  group  is  to  lay  out  a 
detailed  strategy  for  the  agricultural  development  of  the  developing 
coimtries  and  to  mat«h  up  agricultural  inputs,  both  from  without 
and  from  within,  to  that  strat^:j. 

The  concept,  Mr.  Chairman,  is  to  get  on  the  one  hand  increased 
assistance,  and  on  the  other  hand,  the  necessary  changes  in  agricultural 
policy  by  the  developing  country  themselves  that  they  must  make  in 
order  to  become  ultimately  self-sufficient. 

We  will  also  shortly  come  forth  with  a  world  fertilizer  policy  to 
msure  that  this  key  input  is  available  over  the  next  25  years. 

Now,  on  the  subject  of  food  aid,  while  these  efforts  to  accelerate 
production,  build  \ip  reserves,  insure  us  food  security  are  getting 
underway,  we  will  need,  we  believe,  expanded  food  aid  to  developii^ 
coiinlries.  The  World  Food  Conference  set  a  target  of  10  million  tons 
annual  commitments,  and  we  support  that,  but  we  want  to  make 
^ure  that  other  donor  countries,  particularly  the  oil  countries,  have 
a  major  share  in  that  overall  target. 

'  Now,  in  the  case  of  the  United  States,  an  anomalous  situation  has 
developed  over  the  past  2  years.  At  the  very  time  that  food  aid  was 
most  needed,  it  turned  out  to  be  the  hardest  to  get.  Last  fiscal  year 
nnd  fiscal  1974,  our  food  aid  program  overall  actual  shipments  were 
down  to  a  20-year  low.  As  a  result  of  this  and  as  a  result  of  the  very 
urgent  claims  of  countries  at  war,  the  distributions  of  that  food  aid 
between  recipient  countries  was  skewed  in  an  imdesirable  manner. 

This  year  wc  have  finally  achieved  a  more  optimum  program,  but 
after  much  delay,  a  delay  which  has  made  planning  difficult  in  the 
developing  countries  themselves,  as  well  as  in  this  country. 

Xow,  Mr.  Chairman,  we  think  that  these  two  difficulties  are 
related  to  the  concept  of  Public  Law  4S0  as  a  residual,  the  notion 
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llmt  we  have  to  do  everything  else  we  want  to  do,  feed  onr  domestic 
population,  whirh  must  have,  of  course,  the  highest  priority,  admit- 
ipdly,  commercial  exports,  stockpiles  for  carn'over,  and  only  at 
the  md  will  we  look  to  food  aid.  This  is  a  notion  that  we  think  is 
not  mmpatible  with  our  continuing  responsibilitv  to  the  world  in 
thisGcld. 

Xow,  the  administration  and  Senator  Humphrey  are  proposing 
an  amendment  to  section  401  of  the  Public  Law  480  Act,  which  would 
make  food  j^oniewhat  less  a  residual  than  it  is  now.  Under  this  pro- 
posal, the  Secretary  of  Agriculture  could  determine  that  some  part 
of  tiie  e.xportable  supply,  including  that  needed  to  meet  commercial 
demand,  should  be  used  to  carry  out  the  objectives  of  the  Public 
haw  4S0  Act.  We  think  tins  goes  in  the  right  direction  and  would 
like  to  commend  it  again  to  you  for  consideration  as  you  make  this 
review. 

Senator  Clark.  Sir,  if  I  m^ht  interrupt,  does  the  amendment 
designate  anv  particular  percentage? 

Mr.  Enders.  It  has  no  qualifying  adjective  as  currently  drafted. 
It  is  up  to  the  Congress  to  determine  the  relationship  of  these  priori- 
ties, but  we  would  think  that  we  should  not  have  Public  Law  480 
only  as  the  last  priority. 
^nator  Clark.  Good. 

Mr.  Endebs.  a  controversy  has  developed,  I  think,  because  of 
the  unusually  tight  supplv  situation  and  the  impact  on  Public  Law 
480  programii^  overall,  the  controversy  over  so-called  political  and 
so-called  humanitarian  uses  of  food  aid. 

We  find,  Mr,  Chairman,  it  difficult  to  separate  out  programs  cate- 
gorizing them  as  one  or  the  other.  Each  of  our  programs  has  in  it 
a  strong  humanitarian  element.  All  of  the  countnes  we  are  assisting 
are  developing  countries.  They  all  have  low  nutritional  levels.  Many 
of  them  face  disaster,  either  natural  disaster  or  the  disaster  of  war. 
All  of  them  have  major  food  needs. 

In  some  case,  and  this  is  notably  the  case  of  assistance  to  Middle 
Eastern  countries,  we  believe  that  the  relationships  which  develop 
in  part  through  Public  Law  480  relationships  can  have  an  important 
bearii^  on  the  search  for  peace  there  and  we  think  that  this  is  in  the 
very  truest  sense  of  the  word  a  humanitarian  objective  as  it  is  un- 
qu^tionably  a  national  security  objective. 

Xow  the  Public  Law  480  act,  rather,  the  Foreign  Assistance  Act, 
tliis  year  contains  a  30-70  distribution  of  title  1  food  aid  allocations 
between  countries  that  are  not  and  those  that  are  on  the  United 
Nations'  MSA  list.  As  previous  Government  witnesses  have  indicated, 
the  administration  will  respect  that  division.  Ttie  question  arose  as  to 
the  basis  for  applj-ing  the  30-70  formula.  Did  it  apply  to  all  ship- 
ments this  vear  or  did  it  apply  only  to  all  allocations? 

In  our  view,  it  must  first  apply  to  allocations  and  that  is  the  basis 
ujjon  which  allocations  are  to  be  made,  and  we  expect  them  to  be 
complete  either  this  week  or  very  early  next  week. 

In  the  second  instance,  Mr.  Chairman,  the  administration  mil 
make  every  effort  to  make  sure  tliat  the  actual  shipment  of  commodi- 
ties this  year — and  you  are  aware  that  the  cutoff  point  for  counting 
shipment  of  Public  Law  480  commodities  against  each  year's  budget 
is  June  30— that  the  shipments  will  also  reflect  the  30-70  division. 
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Senator  Clark.  Good. 

Mr.  Enbbbs.  I  hftve  di9cus.sed  this  further  nith  &  number  of  Senators 
rho  have  been  particularly  interested  in  this  question  and  I  pointecft. 
lUt  to  them  that  we  could  not  give  them  an  ironclad  guarantee  tha*:^ 
he  shipments  would  follow  tliis  pattern.  If  there  is  a  strike,  it  car*- 
nflaenre  50,000  tons  one  way  or  another.  If  there  is  a  delay  in  reaciiin^^ 
in  agreement,  a  haggle  over  reaching  the  terma  of  an  agreement,  t.^«- 
ihange  of  eomnaodity  composition,  all  of  these  things  can  affect  th^3- 
otal. 

Moreover,  there  are  some  cases — for  example,  Bangladesh — ica. 
v'hich  the  limitation  of  port  facilities  is  such  that  it  may  not  b^ 
lesirable  for  all  that  we  nave  programed  to  arrive  within  this  fisc&Z 
rear.  There  may  be  other  such  situations  of  this  kind. 

I  think  two  statements  can  be  made  on  this,  though.  One  is  that  the 
Jlocations  will  correspond  to  the  agreed  division,  and  that  division^ 
^etrefore,  if  you  look  at  the  total  cycle  of  Public  Law  480  programs, 
which  is  to  say  this  vear's  budget  less  the  carryover  plus  next  year's 
seiry-jn,  will  eertainfy  correspond  to  the  30-70.  Second,  we  will  make 
ftveiy  effort  that  we  can  to  make  sure  that  that  30-70  also  apphes  to 
^pments. 

Senator  Clark.  I  appreciate  your  comments.  I  think  it  is  important 
that  you  are  prepared  to  make  that  kind  of  effort.  It  is  not  true  that 
•any-in  is  simply  subtracted  from  the  budget  of  the  next  year,  so  you 
io  not  get  any  "additional"  food  at  all? 

Mr.  Enders.  It  is  not  a  question  of  subtraction.  The  carrj'-in  must 
\)e  financed  by  the  next  year's  budget. 

On  the  othOT  hand,  in  all  of  our  programing  this  year  and  in  earlier 
I'ears,  we  always  look  to  the  non-carry-in  portion  in  making  decisions. 
Wliy?  Because  the  carry-in  has  already  been  determined,  and  it 
Edways  appears  as  a  residual  in  the  tables. 

So  I  tnijik  it  is  safe  to  say  that  this  would  not  be  subtracted  from 
the  future.  It  obviously  must  be  financed.  Xow,  it  may  be,  Senator, 
that  for  this  reason  as  well  as  others,  that  a  more  sensible  way  of 
accounting  PubHc  Law  480  would  be  in  terms  of  the  standard  way 
of  actual  purchases  and  commitments  rather  than  shipments,  as  other 
Government  transactions  are  handled.  This  would  remove  the  problem 
that  we  are  now  dL^cusstng. 

I  am  not  suggesting  it  because  I  do  not  know  the  technical  implica- 
tions of  it.  But  there  may  be  ways  of  accounting  that  would  remove 
the  sort  of  difficidty  that  we  now  encounter. 

What  I  want  to  say  finally,  sir,  is  that  we  think  all  of  these  aspects, 
of  food  security  should  appropriately  be  looked  at  together.  It  makes 
no  sense  to  have  a  food  aid  program  if,  in  periods  of  short  supply, 
you  either  cannot  budget  or  cannot  buy  the  commodities  on  the  scale 
that  is  required  by  the  needs  of  developing  countries.  It  makes  no- 
aense  rIso  to  accumulate  an  international  ei'ain  reserve  if,  in  fact,  that 
cesei-ve  does  not  function  in  a  way  to  help  the  countries  which  nuiy 
oeed  it  most. 

Finally,  it  does  not  make,  in  our  view,  sense  to  expend  substantial 
sums  of  foreign  assistance  if  that  foreign  assistance  does  not  also 
materially  help  the  major  problem  of  the  developing  countries  in  the 
ne.xt  25  years,  which  is  food. 
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We  think  that  looking  at  food  security  as  a  whole  in  all  of  its  a&pects, 
vmi  find  that  our  humanitarian,  our  political,  our  national  security 
interests  all  converge,  and  that  we  do  nave  a  major  national  interest 
in  contributing  to  food  security  in  the  course  of  this  next  25-year 
period. 

Thank  yon,  sir. 

Senator  Clark,  Thank  you  very  much.  I  would  agree  with  much  ot 
wlim  von  have  said.  I  have  some  questions  about  some  areas.  Let  me 
Stan  by  saying  that  many  of  us  are  veri'  pleased  that  the  administra- 
tion has^  decided  to  increase  food  add  by  2.2  million  tons.  We  rect^nize 
the  problems  of  shipment,  but  we  would  rather  have  those  problems 
than  no  increased  food  aid.  We  certainly  compliment  you  for  that. 

I  am  paricularly  interested  in  the  latter  part  of  your  statement, 
yciir  oral  as  well  as  written  statement.  I  am  interested  in  your  idea  that 
political  and  humanitarian  food  aid  is  difficult  to  distinguish.  If  1 
mild  just  quote  one  paragraph  from  your  statement: 

Mr.  Chiiirman,  let  me  add  a  word  about  the  controversy  between  "political" 
and  "humanitarian"  u^es  ot  food  aid. 

Ynu  would  argue  that  our  programa  are  designed  to  achieve  both  ends.  All  the 
rounlrie^  we  agsi^t  with  Public  Law  4S0  are  developing.  All  are  relatively  poor. 
All  have  deficient  dietary  stiuidarda.  Many  are  threatened  with  disaeter,  eiUier 
natural  or  through  war.  All  have  major  food  needs. 

The  question,  then,  is  not  whether  to  choose  between  Korea  and  Pakistan, 
between  Vietnam  and  Cambodia,  between  Chile  and  India. 

It  seems  to  me  that  you  are  implying  that  no  priorities  are  to  be 
established  between  humanitarian  and  political  food  assistance.  Thus, 
il  would  be  wrong  for  us  to  place  a  higher  priority  on  certain  of  those 
experiencing  famine  than  on  others.  Is  that  a  correct  conclusion? 

Mr.  Enders.  What  I  am  saying  is  that  allhough  you  can  always  in 
the  end  establish  a  list  of  priorities  between  countnes,  if,  in  fact,  you 
are  forced  to  choose,  that  when  you  get  down  to  very  tight  levels  of 
Public  Law  480,  I  think  the  choice  becomes  artificial  because  the 
jjenalities  to  American  interest,  however  described,  national  security 
interests,  humanitarian  interests,  interests  in  peace,  the  penalties 
involved  in  the  choice  in  failing  to  support  one  or  a  range  of  countries 
become  insupportably  high. 

I  think  this  is  what  we  say  in  the  case  of  the  food  aid  program  of 
fiscal  year  1974.  I  think  that  is  not  a  tenable  program  as  the  national 
program. 

Senator  Clark.  The  1974  program  was  not  tenable? 

Mr.  En'dbhs.  In  my  view,  and  I  think  that  what  I  am  sajdng  is 
that  when  you  get  down  to  this  kind  of  choice  with  such  fundamental 
interests  of  the  United  States  involved,  that  at  those  very  low  levels 
you  find  that,  in  fact,  a  rank  ordering  is  artificial. 

Senator  Clark.  You  would  not  subscribe  to  the  idea  that  in  a 
period  of  famine,  food  ought  to  be  given  not  to  So\ith  Korea  but  to 
Bangladesh? 

Mr.  Enders.  We  are  talking  about  different  things.  If  we  have  now 
a  world  food  emergency  in  the  purest  sense,  famine 

Senator  Clark.  And  we  do. 

Mr.  Enders,  Then  I  think  we  are  talking  about  two  different 
things.  Senator.  I  think  we  have  a  very  grave  world  food  situation 
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irequiring  a  much  lai^er  effort  by  the  United  States.  I  think  we  have 
and  will  have,  in  the  case  of  India  and  in  the  case  of  Bangladesh  in 
particular,  we  have  some  pockets  which  are  potentially  spots  of  very 
serious  famine  which  are  of  grave  concern,  which,  above  all,  those  two 
GovemmentH,  but  also  we  must  be  moving  on. 

I  do  not  think  that  the  needs,  or  requirements,  are  such  as  to 
require  a  massive  shift  of  commodities  from  all  other  potential  recip- 
ients or  from  the  United  States. 

Senator  Clahk.  Your  answer  to  my  question  would  be  that  it 
would  not  be  justifiable  to  shift  further  from  South  Korea  to  Bangla- 
desh or  Sri  Lanka. 

Mr.  Enders.  In  this  year,  no,  but  you  asked  me  the  general 
proposition  as  to  whether,  in  the  case  of  famine,  we  should  take 
commodities  from  other  uses,  and  the  answer  to  that  would  be,  of 
course,  yes. 

Senator  Ci.ahk.  The  United  Nations  has  identified  some  32  or  33 
nations  as  most  severely  affected  by  famine.  How  many  of  those  ivill 
we  supply  food  to  in  this  fiscal  year? 

My  recollection  is  under  direct  title  I  to  4  countries,  4  of  the  32  or  33. 

STATEMENT  OF  ROBERT  SERVICE,  DEPUTY  DIRECTOR,  OFFICE  OF 
FOOD  POLICY,  BUREAU  OF  ECONOMICS  AHD  BUSIBESS  AFFAIRS,. 
U.S.   DEPARTMENT  OF  STATE 

Mr.  Service.  10  on  title  I. 

Senator  Clark.  These  are  direct   title  I  assistance  programs? 

Mr.  Sehvicb.  Bangladesh,  Cambodia,  Guinea,  Haiti,  Honduras,, 
India,  Madagascar,  Pakistan,  Sri  Lanka,  Tanzania. 

In  addition,  we  expect  to  have  a  program  with  Mozambique,  which 
is  not  strictly  on  the  list,  but  I  believe  that  there  would  be  .some 
agreement  that  it  should  be  considered  an  MSA. 

Senator  Clark.  Some  of  those  agieements  are  new,  are  they  not? 
The  Department  of  Agriculture  agreements  for  this  year 

Mr.  Service.  We  do  not  have  agreements  with  all  of  them. 

Senator  Clark.  But  you  have  plans  to  make  agreements. 

Mr.  Enders.  That  is  correct,  sir. 

Senator  Clark.  That  is  9. 

Mr.  SERVirE.  That  is  10  plus  1.  Mozambique  makes  11. 

Senator  Clark.  And  as  I  understand  it,  you  have  7  non-MSAs. 
that  you  are  planning  to  serve  this  year? 

Mr.  Enders.  Let's  see. 

Mr.  Service.  We  have  agreements  at  this  time  with  seven  and  one 
more  intended. 

Senator  Clark,  On  the  other  hand,  you  intend  to  abide  hy  the 
amendment  that  hius  70  percent  of  the  total  going  to  MSA  counirics. 

Mr.  Enders.  That  is  correct ,  sir,  in  dollar  value. 

Senator  Clark.  I  would  be  interested,  and  1  think  holh  this  com- 
mitfoo  itnil  tlic  Foi-eign  Relations  Comniiiteo,  in  y<iur  rcttdifii  to 
Conarre'^-;  (ii'signating  a  certain  perrentwt©  of  this  food  to  be  usctl  in  a 
certain  way,  such  as  we  did  in  the  December  amomlmenl. 

Mr.  Endehs.  I  Ihink  that  it  is  an  iiistiument  of  policy  (hat  is  luird 
to  fine  tune.  You  slart  out  with  a  list  eslahhshed  hy  the  I'liilc  il  Nn- 
tions,  in  this  particular  cusc,  for  purposes  tliul  ore  s(  mtuhat  dificiciit 
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than  the  purpose  of  the  Public  Law  480  act.  The  list  esfahlished  by  the 
United  Nations  refers  to  the  balance-of-payment:j  deficits  and  it  has- 
gone  up  primarily  on  the  basis  of  oil  deficits. 

We  find  that  it  does  not  take  in  all  countries  that  have,  in  fact,  lar^e 
food  needs,  but  it  takes  in  others  with  lesser  food  needs.  Some  coun- 
tries, such  as  Chile,  for  example,  are  not  included  because  their  per 
capita  income  is  high.  In  Chile  it  is  about  $890  a  head,  as  compared 
with  the  cut  off  in  the  U.N.  of  $400  a  head. 

On  the  other  hand,  Chile-is,  by  the  criteria,  being  impacted  by  high 
oil  and  food  prices,  probably  the  country  that  is  the  worst  off  in  the 
world.  It  has  a  balance-of -payments  deficit  this  year  that  Ls  beginning 
to  look  like  around  $850  million,  all  of  it  accounted  for  by  food  and 
increased  oil  prices.  It  is  a  Ust  therefore  established  by  another  body 
for  a  different  purpose.  That  would  be  my  first  comment  on  it. 

My  second  comment  on  it  is  that  the  exact  analysis  of  the  require- 
ments of  countries  will  require  more  than  international  statistical 
efforts.  Another  list  which  has  been  used  which  was  refen-ed  to  in  the 
comments  here  earlier  was  the  FAO  alert  list  which,  as  of  Januarj', 
showcd^I  think  you  cited  this  earlier — 4.7  million  tons  of  food  unmet 
for  the  MSAs.  So  it  is  sort  of  a  second  order  calculation  on  the  inter- 
national total. 

Now  this  list  has  some  problems  with  it.  A  simple  one  is  that  it 
includes  still  unmet  900,000  tons  of  rice;  700,000  of  those  tons  are 
actually  needed  for  the  second  half  of  the  year  rather  than  through 
June  30  and  have  to  be  dropped  from  immediate  requirements.  This 
is  n6t  noted  here.  So  that  we  are  really  talking  about  4  milhon  tons  of 
grain.  Second,  that  this  is  a  list  which  is  basically  a  want  list  by  these 
countries.  I  do  not  begrudge  them  having  a  want  list.  I  think  it  is- 
sensible  that  they  should.  On  the  other  hand,  that  does  not  necessarily 
have  to  be  determining  for  our  own  decisions.  And  let  me  return  to  an 
exchange  which  we  had  here  earlier  on  the  question  of  whether  we 
shotUd  retain  Public  Law  480  on  a  concessional  basis  or  whether  we 
should  make  it  an  outright  grant. 

In  my  view,  sir,  it  should  be  retained  on  a  concessional  basis  because 
I  think  that  the  fact  that  it  is  a  dollar  obligation  of  the  recipient 
countries  is  a  strong  incentive  to  serious  decisionmaking  by  that 
countrj'  when  Public  Law  480  is  requested  and  offered.  These  debts 
do  come  due  and  they  must  be  paid. 

Third,  I  think  that  the  implication  that  all  of  this  requirement, 
even  if  you  scale  it  down  to  take  off  some  of  the  unnecessary  elements^ 
must  be  met  by  food  aid  is  the  wrong- implication.  In  other  words,  I 
think  there  is  a  place  for  commercial  transactions  here.  I  do  not  think 
that  those  countries  that  provi<le  food  aid  should  be  the  only  ones  to 
meet  the  basic  requirements  of  the  developing  countries.  This  is  a 
burden  which  should  be  shared  by  all  donor  countries. 

Now  the  third  comment  I  would  make  on  the  division  between  the 
two  is  that  it  is  basically  very  artificial,  Senator.  I  mentioned  earlier 
the  Middle  Eastern  countries.  They  account  for  in-dolhtr  value  about 
one-half  of  the  programing  for  non-MSA's  in  this  year's  program. 
The  programs  of  Egypt,  in  purlicular,  Israel,  Jordan,  Syria,  are 
programs  which  are  designetl  or  which  flow  fivm  the  interest  of  both 
the  United  States  and  those  countries.  In  having  options  in  the  Middle 
East  olher  than  the  ones  which  have  existed  in-  the  past,  we  are 
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providing  to  Egypt  and  to  ourselves  a  means  of  a  relationship  whic^ 
can  contribute  to  peace  in  the  Middle  East.  And  one  of  the  under- 
pinnings of  this  is  a  Public  Law  480  relationship.  There  oxe  others. 
This,  yes,  in  a  political  relationship,  but  it  also  serves  a  much  larger, 
and  as  I  stated  earlier,  humanitarian  purpose  in  contributing  to  peace 
in  the  Middle  East.  We  put  particular  value  on  this. 

In  the  case  of  a  country  such  as  Korea,  our  programs  there  are 
certainly  phasing  down  from  what  thev  have  been.  Korea  is  a  country 
which  is  as  impacted,  perhaps,  as  any  nas  been  by  very  high  food  and 
oil  prices  but  nas  a  very  resilient  economy  and  will  be  moving  out 
of  that. 

On  the  otlier  hand,  we  have  a  long-term  aid  relationship  with 
Korea  which  we  are  gradually  working  down  and  it  is  in  our  interest, 
as  in  the  Koreans'  interest,  that  this  be  an  orderly  process  and  not 
an  outright  cutoS.  1  think  tliat  it  would  be  extremelv  difficult,  as  we 
have  seen  ourselves,  Senator,  and  this  i.i  my  final  point,  to  fix  in  any 
one  point  in  time  on  a  given  list  or  given  amounts  and  have  that  hold 
through  the  entiie  cycle  of  Public  Law  4S0  determinations. 

Senator  Clark.  1  think  that  is  understood.  Certainly  no  one  list 
that  aoy  group  could  put  together  would  be  perfect.  Certainly  no  list 
would  claim  to  he.  But  it  seems  to  me  that  even  with  the  weaknesses 
of  the  existing  list,  the  list  is  useful.  Somebody  has  to  make  a  list. 
You  may  make  a  list  of  where  our  food  should  go  and  maintain  it  is  a 
better  list. 

In  my  judgment,  and  it  is  a  judgmental  Question,  it  is  as  good  a 
lUt.  You  might  argue  thut  Pakistan  requests  more  food  than'they 
really  need  or  you  might  argue  that  some  countries  ought  to  be  on  t.h"e 
MSA  list  and  are  not  or  vice  versa— but  after  having  said  all  that, 
it  seem  to  me  very  dilncult  to  arg^ue  in  a  time  of  famine— that  so 
much  of  our  food  aid  goes  to  countries  that  do  not  have  a  major  food 
deficit.  We  are  talking  about  Egypt,  we  are  talking  about  Israel,  we 
are  talking  about  Jordan,  we  are  talking  about  SjTia,  and  to  some 
degree,  other  countries  which  are  not  in  the  Middle  East. 

Now,  I  do  not  question  for  a  moment  the  foreign  policy  objectives 
which  you  have  discussed.  I  just  quarrel  with  the  idea  that  food  ought 
to  be  used  in  a  time  of  famine  in  this  way.  As  you  have  said,  there  are 
many  other  ways  of  achieving  these  kmds  of  goals,  not  jvist  food. 
Food  is  ono  of  them.  But  it  seems  to  me  that  when  we  are  facing  mal- 
nutrition of  400  million  to  perhaps  500  million  people— and  we  are  talk- 
ing about  something  in  the  area  of  10,000  people  a  day  dying — those 
political  objectives  are  not  as  important. 

Now  admittedly,  it  is  a  judgmental  question.  You  may  want  to 
respond  to  that. 

Mr.  Enuers.  I  think  the  first  thing  to  say,  Senator,  is  we  believe 
the  requurements  of  the  most  seriously  impacted  country,  India  and 
Bang[ladeah,  will  be  met  this  year.  There  undoubtedlv  are  going  to  be 
physical  limits  on  what  those  countries  can  actually  bnng  in  and 
distribute,  and  this  will  constrain  their  ability  to  meet  the  food  prob- 
lems within  their  own  countries.  That  constraint  is  something  which 
is  beyond  our  control. 

Senator  Clark.  Not  if  we  liad  made  the  decision  3  months  ago.  It 
would  not  have  been  beyond  our  control. 

Mr.  Ender.s.  Both  of  these  countries  will  be  imporling  up  to  their 
full  physical  rapacity  this  year.  There  is  just  not  going  to  be  a  potential 
input  into  those  countries  that  was  not  made. 
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Senator  Clabk.  Then  further  purchases  would  not  help  bhem  a 
bit  either. 

Mr.  Enders.  Further  piu'chases  will  not  help  them  except  to  the 
degree  that  it  comes  after,  you  know,  comes  later.  Now  in  the  case 
of  India,  for  example,  we  evaluate  their  requirement  at  roughly  7.S 
million  toiis.  This  is  a  Uttle  below  the  FAO  want  list.  We  think  that 
that  is  basically  going  to  be  there  largely  because  they  are  commercial 
purchases. 

Clearly,  in  the  case  of  India,  we  expect  that  there  will  be  an  ongoing 
need  of  major  proportions.  It  will  take  them  some  time  to  work  out 
of  this  crisis.  Their  ability  to  buy  food  commercially  will  be  less  in 
the  future  than  it  has  been  this  year  and  it  is  my  expectaticm  that 
larger  requirements  will  be,  in  fact,  put  on  all  of  the  donors  of  India, 
including  the  United  States  in  the  future.  We  expect  this  to  be  4 
continuing  relationship- 

fienator  Claek.  Let  me  ask  three  or  four  brief  questions  because 
our  time  is  long  gone.  With  regard  to  the  administration's  position 
on  tlie  70-30  amendment,  we  have  heard  a  lot  of  discussion  that  the 
adiiiinistration  is  now  going  to  significantly  increase  tobacco  and 
cqtton  under  title  I  since  they  interpret  the  amendment  not  to  iociuds 
tobacco  and  cotton,  particularly  to  Vietnam  and  some  o^er  .areas. 
Is  lliat  true? 
Mr.  Enders.  No,  sir. 

Senator  Ci^kk.  You  aro  not  increasing  the  aid? 
Could  you  get  the  figures?  .,, 

j        Mr.  Enders.  I  think  that  the  total  for  these  two  elements  is  84. 
Is  that  correct? 
ilr.  Service.  That  is  correct? 

Senator  Clark.  84  what?  ,. , 

Mr.  Endbrs.  Million  dollars.. 

Senator  Clark.  Increase?  t. 

Air.  Enders.  No,  total  nonfood.  I  suspect  but  I  cannot  verify  it 

that  it  was  less  than  it  has  been.  What  was  it  lost  year?  I  think  that 

is  the  Senator's 

Senator  Clakk.  No,  My  question  is  whethsr  or  not  the  rece^i 
announced  increa.se  includes  on  increase  of  tobacco  and  cotton  for 
South  Vietnam  or  other  non-MSA  countries- 
Mr.  E.NDERs.  All  right.  I  think  the  answer  to  that  is  no.  When  we 
started  out  on  this  program  working  last  May,  Senator,  it  had  in  it 
substantial  amounts,  and  I  cannot  give  yon  the  total  amount  rig^it 
off  the  top  of  my  head,  but  they  were  substantial  amouMs  of  tobacco, 
cpttoii,  and  other  nonfood  items.  We  decided  last  May  that  givan 
the  shortage  of  funds  and  tight  supply  situations,  that  we  shouldlunit 
this  very  severely.  We-  left  in  some  elements  of  tobacco  in  tha  co\intrie» 
where  it  was  particularly  needed.  This  turned  out;  to  be  primarily 
Vietnam.  I  think  there  may  be  some  in  Cambodia;  is  thene  not? 
Mr.  Service.  A  small  amount  in  Cambodia, 
Mr.  ExDBRS.  Are  there  otiier  countries?  ■ 
Mr.  Service.  Egypt  got  some  in  carry^n  from  1974. 
Mr.  ExDERs.  I  see.  And  a  small  amount  of  cotton  was  added  in  th« 
ludpnesia  program  because  the  Indonesians  preferred  cotton  to  rice. 
But  these  do  not  represent  offsetting  increases  as  you  suggested.  I 
think  the  totals  are  ver^'  small  compared  to  what  tliey  often  have,  been 
in  the  past. 

47-u>»--78— pt.  8 n 
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-  Senator  Clabk.  As  I  understand  your  statement,  you  are  saving 
if  we  compare  the  omouiit  that  is  currently  programed  or  preparecl  for 
programs  in  cotton  and  tobacco,  there  b  no  increase  over  what  you 
were  plamiing  as  of  December.  You  know,  it  appeared  in  the  news- 
papers on  a  number  of  occasions  and  1  have  a  copy  of  a  memo  tliat 
was  circulated  called  Option  Three,  which  talks  about  how  much  if 
you  go  to  the  higher  figure  you  are  really  going  to  attribute  to  each 
of  these  countries. 

It  was  my  understanding,  and  this  is  certainly  unofficial  and  that 
is  why  I  ask  you,  that  you  are  going  to  increase  the  tobacco  and  cotton 
over  and  above  the  so-called  December  5  memo  with  this  additioual 
money.  But  as  I  understand  your  answer,  that  is  incorrect. 

Mr.  Enders.  What  I  am  saying,  sir,  is,  there  is  some,  in  the  item 
which  you  have  foimd  in  that  December  memo  of  $100  million,  I 
believe,  or  $101  million  for  Vietnam,  included  a  substantial  amount 
of  tobacco.  That  tobacco  item  remains  as  it  was  as  does  the  cotton 
item  for  Vietnam. 

Senator  Clahk.  That  is  what  I  am  asking,  good, 

Mr.  Enders.  And  what  has  changed— and  this  comes  back  to  an. 
iBariier  request  by  Indonesia — is  that  they  prefer  cotton  to  rice,  and 
that  was  not  anticipated,  I  do  not  believe. 

Senator  Clark.  How  many  millions  of  dollars  would  that  amount 
to? 

Mr.  Enders.  In  the  case  of  Indonesia? 

Senator  Clark.  Yes. 
■  Mr.    Enders.  $4.3   million. 

Senator  Clark.  In  a  letter  to  the  Foreign  Relations  Committee 
sent  to  Secretary  Kissinger  with  regard  to  the  effort  by  the  administra- 
tion to  implement  the  30-70  amendment,  Senator  Sparkman,  the 
chairman  of  the  committee,  received  a  letter  saying  that  a  priority 
effort  to  expedite  shipments  to  the  MSA  countries  would  be  made. 

My  question  is  what  specific  steps  are  being  made  to  do  that? 

Mr.  Enders.  This  is  a  long  process  which  will  require  pushii^  at 
every  stage.  That  is  to  say,  startmg  with  the  agreement  it«eli  and  going 
on  to  the  purchase  and  the  shipping  of  the  commodity.  What  this  is. 
going  to  mean  is  that  we  are  simply  going  to  have  to  nde  herd  on  this 
very  closely  to  make  sure  that  this  is  done.  The  whole  process  will 
need  pushing. 

Senator  Clark.  No  specific  proposals,  but  at  every  step  you  are 
saying 

Mr.  Enders.  We  are  now  going  ahead  with  the  final  allocations, 
and  aa  I  said,  we  expect  to  have  them  this  week  or  next.  We  are  going 
to  push  the  whole  program  in  order  to  get  it  out  by  the  end  of  this 
fiscal  year  in  its  great  majority,  but  we  are  going  to  particularly  push 
the  LDC  side  of  it  and  the  MSA  side  of  it. 

Senator  Clark.  Good. 

Last  question. 

I  would  like  to  go  into  the  figures  that  you  have  projected  in  trj-ing 
to  meet  that  70-percent  requirement,  and  I  was  wondering  if  you 
would  supply  it  to  us  as  soon  as  those  figures  are  allocated  oi"  pro- 
gramed, or  whatever  the  proper  word  is,  so  that  we  could  have  those? 
They  have  been  supplied  to  ua  by  your  office,  I  think,  somewhat 
nnofticially.  So  I  qualify  my  question  in  that  respect,  but  the  figures 
that  we  have  been  given  show  that  $1.47  billion  in  footl  aid  is  going  to 
be  given  and  that  that  breaks  down  to  (he  MSA  countries  to  $655 
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million,  to  the  non-MSA's  there  is  $364  million,  which  is  a  total  of 
$1,019,000,000,  and  then,  if  you  add  the  carry-in  of  $56  million,  that 
gives  you  a  total  of  $1,075,000,000. 

Now,  30  percent  of  that  figure  is  $305  million  not  $364  million,  which 
is  what  you  currently  have  prt^ramed  for  non-MSA *s.  How  do  you 
account  tor  that  difference? 

Mr.  Endbrs.  As  you  say,  sir,  the  30-70  applies  to  title  I  only.  It 
applies  to  allocations  of  concessional  food  aid,  and  the  difference 
between  the  figures  that  you  have  just  cited,  those  are  the  total  title 
I  package,  and  title  I  food  is  a  total  of  $84  million. 

Senator  Clark.  This  is  tobacco  and  cotton? 

Mr.  Enders.  This  is  tobacco  and  cotton. 

The  total  food  would  work  out  to  the  following:  655  for  MSA's,  280 
for  non-MSA's,  total:  935.  I  am  reading  from  a  tentative  sheet,  but  I 
think  that  that  is  what  it  is  going  to  be. 

Senator  Clahk.  So  you  are  saying  that  my  calculation  includes  tho 
nonfood  items,  and  in  your  interpretation  of  the  amendment  they 
should  not  be  included. 

Ifl  that  correct? 

Mr.  Enders.  It  refers  to  concessional  food  aid  in  the  amendment. 

Senator  Clark.  Part  of  the  increase  we  are  talking  about  is  going 
to  be — even  though  it  is  the  food  for  peace  program — nonfood  items? 

Mr.  Enders.  As  I  say,  I  think  it  Ls  a  very  small  percentage  in  his- 
torical terms. 

Senator  Clark.  It's  $84  million  of  the  $1,019,000,000. 

QK,  I  think  that  answers  the  major  questions.  We  have  a  few  more 
that  we  would  like  to  submit  for  written  response. 

|The  following  information  was  subsequently  received  for  the 
record :] 

Department  op  State, 

Wathington,  D.C. 
Hon.  Herman  E.  Talmadgf.j 

Chairman,  Committee  on  Agnculiure  and  Forestry, 
U.S.  Senate,   Washinglon,  D.C. 

Dr.AH  Mr.  Chaibuan:  I  am  respnndint;  to  queBtion.i  posed  by  Senator  Dick 
Clarfc  for  AMJstant  Secretary  Tbomaa  Endere  as  a  rMult  of  tne  Februnry  18 
hearing  on  PL  480.  For  clarity  I  will  repeat  Senator  Clark's  written  Btatements 
knd  aueationa. 

1.  Vou  state  that  both  India  and  Bangladesh  "will  be  importiag  up  to  their  full 
capacity  this  year.  There  is  just  not  going  to  be  iMtentiat  input  into  those  coun- 
tries that  was  not  made".  If  Food  for  Pence  increases  had  l>een  announced  3  months 
earlier,  the  constraints  of  the  recipient  nation's  ports  and  distribution  facilities 
would  not  be  as  acuU:. 

Q.  Aif  you  saying  that  BangloileRb  and  India  have  been  receiving  commodities 
at  their  t^timum  capacity  from  November  through  February  and  during, 5Jie,re#t 
of  the  year? 

A.  In  the  case  of  Bangladesh  the  Government  of  that  country  now  estimates 
FY-7.5  grain  import  requirements  at  2.3  million  metric  tons.  As  of  February  16, 
counting  full-year  PL  4Sb  programing,  we  estimated  that  2.4  million  toivt  had  lit  en 

fledged  by  food  aid  donors  or  purchfl.sed  by  the  Government.  These  are  the  figures 
had  in  mind  in  stating  that  Bangladesh  will  be  importing  up  to  ila  full  capacity 
thli  year. 

Our  Embassy  in  Dacca  reports  that  during  the  first  sii  months  of  FY-7-'> 
Bangladesh  imported  1  060,000  tons  of  p-ain,  a  monthly  average  of  177,000  tons. 
In  order  to  complete  deliveries  of  2.3  million  tons  by  30,  June  the  monthly  average 
during  the  second  half  of  Fy-7.i  will  have  to  be  207,000  tons.  We  believe  this  is 
possible.  But  depending  on  the  [irospects  for  its  own  spring  crops  and  because  tl  e 
period  August  through  October  is  normally  the  leanest  period  in  Banglade-h,  the 
Government  may  decide  to  schedule  some  currently  conunitted  grain  for  arrival 
■tier  June  30. 
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0|>iiniu)  use  of  BangladKh's  port  facilities  can  he  ensured  only  if  boOi  its 
needs  and  the  r»ouice>i  to  meet  thpm  ate  knonn  at  an  early  date, 'for  example, 
tivo  mnnttu  befoiv  th»  beginning  of  each  fiscal  vear.  This  is  seldom  the  carc. 
Xi'ViTtheless  unports  have  been  maintained  at  a  fairly  steady  level  in  FY-75, 

In  the  caso  of  India  the  Government  of  India  revii^ed  upnard  its  import  require- 
ment- durine  the  first  half  of  FY-T;"),  not  using  the  8.0  million  ton  figure  untU 
late  November.  This  may  partially  explain  why  imports  through  November 
toiak'd  rjnly  2.3  million  tons  and  why  the  total  import  capacity  through  June 
is  iir-ihably  in  the  range  of  7.2  to  7.S  million  tons.  Commerciai  purcha«ie»i  and 
)>rol)iil>le  levels  of  food  aid,  including  that  from  the  US,  totaled  8.0  million  tons 
as  nf  February  18.  Since  then  the  Coveniment  of  India  has  deferred  aome  con- 
tRict-*  for  (train  deliverj-  from  FY-7'>  to  FY-7t(. 

(j.  If  you  hold  that  India  and  BanglndeFih  have  been  receiving  additional 
fiK'd  a-sis|iinee,  it  would  seem  uppropriate  to  direct  our  efforts  towards  other 
nicdy  nations.  Howe\er,  you  stated  that  "in  the  ease  of  India  and  Bangladesh 
in  ijartieulnr,  we  have  some  pockets  which  are  potentially  spots  of  very  snrlous 
faininc  which  are  of  grave  concern,  which  above  all,  those  tivo  govemnient«  but 
also  we  must  be  movins  on."  Would  you  explain  what  you  mean  by  "moving 
on."  Since  you  comment,  "1  think  we  have  a  very  grave  world  food  aituatioD 
reqiiiriiig  a  much  larger  effort  by  the  United  States"  you  seem  to  infer  increases 
t-.'  tho<e  nations  an  well. 

A,  By  "moving  on"  I  had  in  mind  primarily  the  longer  term  aspect:*  of  global 
food  strategy.  In  countries  aa  large  and  poor  a^  India  it  is  difllcnlt  to  predict  or 
moid  localized  severe  food  i«horlages.  Distribution  systems  are  frequently  in- 
adequjitc.  Price  incentives  and  other  policies  may  not  operate  to  move  grain  to 
the  areas  where  it  is  most  needed.  These  are  mutters  largely  beyond  the  control 
of  external  donors. 

The  longer  term  solution  requires  intensified  agricultural  development  effort)^ 
f<ir  which  the  donor  countries  can  provide  Eomc  of  the  resources  but  cannot  cony 
out  the  intenial  changes  needed,  and  the  buildup  of  some  internal  grain  reserves. 
Agricultural  development  and  the  maintenance  of  reserves  will  enable  both  Bangla- 
desh and  India  to  reduce  the  number  or  size  of  "pockets"  where  the  food  problem 
is  particularlv  severe  in  any  given  year. 

In  the  context  of  my  statement  at  the  February  18  hearing,  I  did  not  mean  to 
ntiggest  that  we  should  program  larger  amcunts  of  PL  480  commodities  to  Btui^a- 
desb  and  India  this  fiscal  year  than  we  now  intend. 

2.  Vfiu  mention  that  non-food  "is  a  ven-  small  percentage  (of  PL  4R0)  in 
historical  t«rm9".  Records  show,  however,  that  since  its  inception,  o^Tr  1.^)%  of 
the  Food  for  Peace  jjrogram  has  been  non-food  items.  These  ieveb  may  be  resumed 

I  ii'i;i  concerned  that  you  have  not  applied  the  30-70  prioritv  formula  to  Items 
euch  !!■=  cotton  and  tobacco.  You  argue  that  the  aniendment  which  establishes  the 
30  70  limitation  applies  to  "concessional  food  aid".  Howe\-er,  whenever  PL  480 
fimding  le\-els  are  announced,  non-food  it«ms  remain  an  indistinguishable  part  of 
onr  food  aid  program. 

Q.  The  intent  of  Congress  in  amending  the  Foreign  Assistance  Act  seems 
clear— .I  ;10<^  limitation  on  Title  I  of  PI,  480,  l>o  you  think  that  the  intent  of 
Congir-i"  was  to  limit  political  aasistance  to  'iO%  of  Title  I  excluding  tobacco  and 

A.  SVe  ps()eet  that  non-food  Title  T  nllocations  this  vear  will  be  less  than  10 
pnrci  nt  of  total  Title  I.  While  the  inclusion  of  non-food  under  PL  480  datos  from 
the  Inception  of  the  Agricultural  Trade  IJevelopmenl  and  Aiwiatance  Act  in  19n4, 
and  thus  preffatw  the  "Food  for  Peare"  title  that  has  come  to  be  attached  to  it, 
I  iK'lieve  it  is  appropriate  to  reduce  the  proportion  of  nim-food  assistance- in  yean 
of  lai^r  than  average  food  needs. 

I  think  it  important  to  note,  however,  that  there  is  not  always  a  trade-off 
between  food  and  non-food  aid  and  that  in  some  circumstanceM  our  abihty  to 
Hupplv  non-food  Items  can  assist  countries  to  make  the  food  iiurcha'ss  they  re- 

Suire."  Public  Law  480  now  requirt«  that  the  Secretary  of  Agriculture  delcnnine 
lilt  C'lmiiiodities  arc  in  excess  of  domestic  needs,  adeqtiate  carri-over  and  antici- 
pated commercial  exports  before  thfiy  can  be  made  available  (or  food  aid.  In 
both  FY  1974  and  again  thi!!  year  there  were  strict  quantitalis-e  limitMions  on 
the  amounts  of  foodgrains  that  ooiild  bo  allocated  under  PL  480.  The  supiily 
siluaiinii  has  not  tieen  as  tight  for  non-food  comnioditit<s.  Thus  situations  may 
urise  in  which  the  oulv  way  to  provide  adequate  financial  assistance  to  A  foo<i 
short  country  is  to  ship  non-food  commodities.  Such  shipments,  under  some 
ances,  can  enable  recipient  countries  to  devote  more  of  their  own  re- 
o  commercial  food  imports. 
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Section  .')5fft)(,T)  refers  to  concessional  food  aid.  1  have  underntcwd  the  ob- 
jective of  th.1t  amendment  ta  be  the  largest  possible  PL  480  program  this  year 
and  one  in  which  countries  with  particularly  severe  balance  of  payments  problems 
receive  priority  treatment  with  respect  to  food  aid.  Prior  to  the  President's  de- 
daion  on  the  overall  level  for  PL  480  this  J'ear,  there  were  discussions  between 
officials  of  the  Admiuiatration  and  membera  of  the  Congress.  The  exclusion  of 
non-food  aid  from  the  30/70  formula  was  discussed.  The  hnaJ  decision  on  the  PL 
480  level  reflects  those  discussions  and  1  believe  it  meets  the  intent  at  Congressional 
q)on3ors  of  Section  55  (a.)(5). 
Please  let  me  Icnow  if  we  can  be  of  further  assistance  in  this  matter. 
Sincerely, 

Robert  J.  McClosket, 
Attistani  Secretary  for  Congreiiional  Relations. 

Mr.  ExDEHS.  We  will  send  you  the  allocations  when  they  are  estab- 
lished. I  expect  that  to  be  later  this  week. 

Senator  Clark.  Thank  you  very  much.  We  appreciate  your  ap- 
pearance here. 

Mr.  Enders.  ah  right. 

[The  prepared  statement  of  Mr,  Enders  follows:] 


Mr.  Chairman,  it  in  apparent  that  the  tasic  of  achieving  world  food  security 
In  the  last  quarter  of  the  century  will  be  both  more  complex  and  more  compelling 
than  heretofore. 

Up  until  two  j-ears  ago  the  world  had  subEtantial  food  reserves,  nearly  all  of 
it  held  in  North  America.  Now  we  are  down  to  pipeline  levels,  having  adjusted, 
to  two  successive  annual  shortfalls  in  avai labilities  first  by  drawing  down  stocks, 
then  by  significant  cutbacks  in  consumption  in  this  country  (through  livcstocli 
liquidation)  and  in  a  few  developing  countries.  At  present  there  is  no  more  scope 
for  adjustment  without  severe  hardi^hip. 

Current  projections  suggest  that  a  small  statistical  surplus  in  world  grain  supply 
and  demand  is  probable  this  year.  But  even  if  realized,  the  resulting  increase  in 
stocks  would  leave  the  world  vulnerable  to  a  new  grain  shortfall. 

Projected  requirements  for  the  medium  and  long  term  are  disquieting.  To 
meet  demand  generated  by  growing  population  and  economic  growth,  the  World 
Food  Conference  estimated  that  total  food  production  will  have  to  continue 
to  grow  over  the  nest  25  year.s  at  an  average  annual  rate  of  3!i  percent.  Wliile 
phy:4iGaily  possible,  sustained  production  growth  at  this  level  will  require  an 
extraordinary  effort  in  every  country  to  improve  yields  and  bring  new  land  into 
cultivation.  It  will  require  a  particular  achievement  in  developing  countries,  in 
which  food  production  is  projected,  even  at  the  current,  historically  high  annual 
rate  of  increase  of  ^  percent,  to  lag  well  behind  demand,  which  will  ircrease 
at  .'iH  percent,  widening  the  gap  in  LUC  food  requirements  from  25  million  tons 
at  present  to  as  much  as  85  million  tons  in  ia85.  Such  a  gap  is  far  more  than  the 
developing  countries  could  conceivably  piu-chase  commercially,  and  far  more 
ihan  donors  could  conceivably  provide  in  food  aid. 

Thero  has  iieen  much  discussion  about  the  meaning  of  these  projection.-;,  with 
atmie  arguing  that  the  world  is  heading  for  a  Malthusian  disaster,  others  that 
we  can  now  as  in  the  past  rely  upon  technological  changes,  the  stimulus  to 
^rjcultural  change  of  higher  relative  prices  for  food,  and  efforts  to  dampen 
population  growth.  I  do  not  think  we  can  know  now  which  of  these  conipeiing 
forecastj?  is  closer  to  the  troth,  for  the  outcome  depends  essentially  on  the  actions 
irtiich  this  country  and  others  now  t^e.  But  this  much  is  clear:  the  penalty 
for  ciilculating  wrong  and  doing  too  httle  to  accelerate  world  agriculturiil  pro- 
duction will  be  devastatingly  harsh,  far  harsher  than  the  cost  of  doing  too  much. 

At  Rome,  in  Novemi^er,  Secretary  Kissinger  laid  out  a  three-point  strategy 
for  food  security,  which  In  its  essentials  the  World  Food  Conference  adopted. 
This  "trategv  calls  (or: 

First,  acceleraUd  production  in  bolk  developed  and  dereloping  eountrief.  In  the' 
short  and  medium  term,  the  major  producing  countries  like  the  United  States 
can  wid  should  expand  output  to  meet  shortfalls  in  the  developing  world.  But 
over  time  they  should  not  be  expected  to  cover  the  projected  gap  in  LDC  needs: 
to  do  so  would  require  enormous  investment,  the  preemptive  use  of  scarce  land 
and  water,  and  multi-billion  dollar  financing  of  food  transfers.  Rather  the  focus 
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niiist  be  on  roiling  production  within  the  LDCs  themselves.  In  many  cases  tbia 
will  require  a  revtilution  in  farm  policy,  bo  that  agriculture  can  have  prioflty 
ncccHM  to  scarce  resources,  and  so  that  fanners  have  adequate  incentives  to 
jiniducc.  It  will  also  require  large-scale  agricultural  assistance,  for  research,  for 
infra-it mature,  for  the  improvement  of  credit  and  diiitribulioa  systems,  for  such 
direct  inputs  as  fertilizer  and  machinery. 

Aclj»n  to  meet  thwe  requiremcnta  is  undem-ay.  AID  FY  1075  agricultural 
ns-iistunce  programs  will  total  $676  oiillion,  up  S391  million  from  the  previous 
ycjw.  For  FY  1076  we  will  propose  $G80  milUon.  At  our  proposal  the  IBRD,  FAO 
and  UNDP  have  created  a  new  Consultative  Group  on  Food  Froducticm  and 
Investment  with  the  purpose  of  laying  out  a  detailed  strategy  for  LDC  agricultural 
df^vclopnkent.  The  Consultative  Group  will  evolve  a  process  of  country  examina- 
Tiiius,  so  that  needed  furm  policy  changes  can  be  discussed  in  relation  to  agrj- 
ciiLtural  assistance  inputs.  In  order  to  be  sure  that  the  necessary  supplies  of  tbo 
key  input  of  fertilizer  are  available  over  the  next  25  years,  we  will  shortly  propose  a 
fiir-rangrng  world  fertilizer  policy.  And  we  are  concerting  with  other  major  pro- 
ducing countries  to  make  sure  that  our  productive  capacity  is  used  to  the  fullest. 

Senind,  development  of  an  iiUernaiionat  system  of  nalionally-htld  reserves.  President 
Ford  in  his  speech  before  the  UN  Ceneral  Assembly  last  fail,  two  months  before 
the  World  Food  Conference,  committed  the  U.S.  to  join  in  a  worldwide  effort  to 
negotiate,  establish  and  maintain  such  a  system.  Secretary  Kissinger  spelled  out 
its  basic  elements  at  Ronie. 

An  int«mationiLl  graJns  reserve  system  would  insure  all  participants,  developed 
countries  as  well  as  developing,  against  an  interruption  in  the  physical  supply  of 
grain,  against  the  financial  burden  of  procurement  in  times  of  shortage,  and 
against  the  need  to  make  sharp  adjustments  in  consumption,  as  the  U.S.  did  this 
past  year.  It  would  also  assure  that  the  physical  quantities  of  food  required  for 
food  aid  are  actually  in  place  and  available  at  reasonable  prices.  In  this  sense  a 
reser\\!s  agreement  might  give  priority  claim  to  withdrawals  for  food  aid  or 
enif-ritency  relief. 

Thi  L'.S.  has  taken  the  initiative  in  carrying  out  the  effort  to  bring  together 
major  importers  and  exporters  to  pxamine  this  problem.  I  have  in  fact  just  returned 
from  a  meeting  held  in  London  last  week,  in  which  the  first  step  was  taken  toward 
reaching  a  consensus  on  the  framework  for  negotiating  on  reserves  and  on  its 
reliitiimship  to  the  Multilateral  Trade  Negotiations,  iluch  work  lies  ahead  but  the 
effort  is  now  imdervi-ay. 

Third,  expanded  food  aid.  For  much  of  this  decade,  while  efforts  to  accelerato 
LDC  agricultural  production  got  underway,  food  aid  will  continue  to  be  an  essen- 
tial clement  in  covering  the  gap  in  developing  countn,'  food  needs.  This  is  the 
meaning  of  the  World  Food  Conference  resolution  calling  tor  an  annual  commit- 
ment of  10  million  tons  of  food  aid  for  throe  years.  Present  international  commit- 
nient-s  are  about  S  million  tons  annually,  including  obligations  under  the  Food 
Aid  Convention  of  the  International  Wheat  Agreement  and  to  the  World  Food 
Program.  We  support  the  World  Food  Conference  target. 

It  i"  clear  that  achievement  of  this  target  is  the  responsibility  not  just  nf  the 
mnjor  food  producing  countries,  but  of  all  coimtries  with  a  high  standard  of  Uving 
or  substantial  liquid  funds. 

As  fur  the  United  States,  it  is  our  intention  to  sustain  food  aid  at  a  high  level. 
In  the  last  two  years,  the  fact  that  PL-480  is,  under  the  tenns  of  the  Act,  a  resid- 
ual, liiis  led  to  major  distortion-*.  In  FY  1974  the  overall  total  was  low,  and  the 
countr.v  distributions  thus  skewed  to  reflect  the  urgent  requirements  of  a  few 
nations  at  war.  This  year  the  same  residuality  calculus  led  to  delays,  although 
the  final  totals  more  closely  approximate  an  optimum  program. 

In  looking  to  the  future  of  PL-480  we  have  to  find  some  to  moderate  thia 
basic  pirt>l>lem  of  the  past  two  years :  that  food  aid  is  most  needed  but  least  available 
when  world  grain  supplies  are  tight  and  prices  high. 

The  amendment  to  Section  401  pro|)osed  by  the  Administration  and  Senot^r 
Humphrey  would  'make  food  aid  less  of  a  residual  than  is  now  the  case.  The 
Secrctsry  of  Agriculture  could  determine  that  some  part  of  exportable  s»ipply 
(including  that  needed  to  meet  conmiercial  demands)  should  Ite  used  to  carry 
out  the  ol>jectives  of  the  PL-480  Act. 

CJriiics  of  this  proposal  say  that  its  adoi>tion  would  expose  us  to  a  higher  risk 
of  export  controls  in  a  short  supply  situation,  with  PL-480  no  longer  there  as  an 
adjustable  balancing  item.  But  tnat  risk  should  not  be  exaggerated,  nor  should  it 
be  absolutely  determining.  We  caimot  be  serious  about  feeding  hungry  and  needy 
people  if  we  are  ready  to  abandon  or  cut  back  our  program  when  demand  is  high. 

Amendment  of  Section  401  h  the  most  important  change  required  to  adapt 
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PL-480  to  the  needs  of  this  decade.  But  PL-480  will  not  serve  itfl  purpose  unless 
it  i.s  funded  at  a  consistently  high  level  so  as  to  provide  a  substantial,  sustained 
onmmodity  flow,  at  least  in  the  coming  years.  That  is  the  intention  of  this 
Administration. 

Mr.  Chalrmftu,  let  mc  add  a  word  about  the  controversy  between  "political" 
and  "humanitarian"  uses  of  food  aid. 

Few  would  argue  that  our  programs  are  designed  to  achieve  both  ends.  All  ths 
countries  we  assist  with  PL— 480  are  developing;  all  are  relatively  poor;  all  have 
deHcient  dietary  standards;  many  are  threatened  with  disaster,  either  natural  or 
through  war;  ail  have  major  food  needs. 

The  quettion  then  is  not  whether  to  choose  between  Korea  and  Paki.stan, 
between  Vietnam  and  Cambodia,  between  Chile  and  India.  The  question  is  how 
to  find  a  basis  on  which  our  national  interests  can  t>e  served  in  each  country.  Aa 
we  have  seen  this  year,  that  requires  a  larger  program,  and  President  Ford  has 
budgeted  at  SI. 47  billion  commodity  costb. 

However  food  aid,  Mr.  Chairman,  is  only  part  of  food  security;  in  the  long  run 
it  is  the  less  important  part.  In  creating  a  regime  of  food  security  in  the  developing 
world — through  accelerated  production,  creation  of  reserves,  as  well  as  food  and — 
■  lur  (lolitieal  and  humanitarian  interests  converge.  Food  security  must  be  one  of 
the  fundamental  objecth'cs  of  both  foreign  and  domestic  policy  in  this  decade^ 

Senator  Clabk.  The  commitLee  will  recess  until  2  o'clock. 

[Whereupon,  at  1:30  p.m.  the  committee  recessed  to  reconvene  at 
2  p.m.] 

AFTERNOON  SESSION 

The  Chairman.  The  committee  will  be  in  order,  please.  The  next 
witness  is  Mr,  Gwjiin  Gamett,  of  Arlington,  Va.  You  may  proceed, 

Mr.  Gamett. 

STATEMENT  OF  GYWIIN  &ARNETT,  ARLINGTON,  VA. 

Mr.  Garxett.  Mr.  Chairman,  I  am  Gwynn  Garnett.  I  thank  you 
for  this  opportunity. 

For  more  than  10  years  of  my  life,  I  have  been  preoccupied  with 
Public  Law  480.  This  involved  its  design  and  draft,  as  Director  of 
Food  and  Agriculture  for  the  U.S.  High  Commission  of  Germany, 
as  Director  of  liilemationnl  Affairs  for  the  American  Farm  Bureau; 
it  involved  helping  to  overcome  formidable  opposition  from  two 
admini.stration5,  and,  finally,  in  helping  to  implement  the  first  $5 
billion  in  progratits,  as  Administrator  of  the  Foreign  Agricultural 
Service,  Beyond  the  10  years  I  have  observed  the  implementation  with 
great  personal  interest  from  the  vantage  i>oint  of  many  receiving 
countries,  as  a  businessman  trjing  to  demonstrate  the  potentials  of 
the  original  act. 

What  became  title  I  of  Public  Law  480  was  drafted  in  April  1953  in 
India.  Then,  as  now,  the  peoples  of  the  world  whoso  governments  were 
unable  to  deal  with  their  food  jiroblems  were  concentrated  in  the 
Indian  subcontinent.  The  act  was  therefore  drafted  in  India,  in 
essentially  the  form  that  it  was  enacted.  Fii-st  is  the  background  situa- 
tion for  Public  liaw  480  in  195.'S.  In  the  United  States,  the  Commodity 
Cretlit  Corporation  had  about  $8  billion  in  stocks  of  surplus  farm 
liroducts,  and  the  prospect  of  increasing  to  SIO  billion  or  more.  Storage 
fosts  were  running  at  about  $1  million  per  day.  The  dollar  gap  pre- 
orcujiied  international  trade  considerations.  The  cold  war  preoccupied 
iiit«mational  considerations.  U.S.  commercial  exports  of  farm  pro- 
ducts were  $3.4  billion  out  of  a  total  U.S.  ex|)ort  oi  goods  and  services 
of  $12,6  billion  in  1950-51.  Leaders  of  the  day  thought  the  United, 
^ates  was  a  residual  supplier  of  laim  products  and  that  U.S.  agricul- 
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tiire  should  adjust  down  to  that  level.  The  other  side  of  that  coin, 
they  coatended,  was  that  the  United  States  ^ould  look  to  industn' 
as  "the  balancer  of  international  payments.  There  was  a  pervasivfr 
attitude  in  manj-  quarters  that  our  farm  surpluses  were  shameful, 
resulting  from  bad  farm  poUcies,  and  that  to  use  them  constructively 
was  shameful. 

At  the  same  time,  many  raw  materials  around  the  world  were  'm 
surplus.  U.S.  food  and  aericulture  policy  was  preoccupied  with  such 
questons  as:  Should  surpluses  be  destroyed,  given  away,  or  sold  on 
concessional  terms,  what  agency  should  handle  the  disposal?  USDA, 
ICA,  Import/Export  Bank,  or  a  new  agency  or  multination  agencies. 
In  India,  where  the  act  was  drafted,  hunger  was  widespread.  The 
balance -of-pajTnents  problems  were  acute.  Port  and  interior  storage 
was  inadequate  for  the  population.  Cashew  nuts  were  the  third  largest 
forei^  exchange  earner.  These  nuts  were  harvested  from  trees  seeded 
by  birds.  No  cashew  nut  trees  had  been  planted  by  man.  There  were 
verv'  large  areas  of  unused  land  suitable  for  cashew  production. 
Cashew  trees  bloom  profusely,  but  few  blossoms  set  fruit.  No  re- 
search could  be  found  aimed  at  making  more  blossoms  set. 

Over  200,000  tons  of  molasses  per  year  were  not  used.  Some  300 
million  head  of  cattle  and  buffalo  were  making  little  contribution  to 
the  GNP.  At  least,  great  amounts  of  byproducts  could  have  been 
processed  and  exported.  Large  tonnages  of  expel  ler-processed  peanut 
cake  with  about  S-9  percent  oil  were  being  used  as  fertilizer.  Estimates 
of  harvest,  transport,  and  storage  losses,  plus  los,ses  to  birds,  varmints, 
and  monkeys,  ran  about  one-third,  much  of  which  could  be  saved  by 
better  storage.  Double  and  tri]ile  cropping  had  much  potential  for 
increasing  crops.  There  was  great  potential  for  increasing  sugar  and 

Eotato  production.  Very  lai^e  unused  areas  were  suitable  for  castor 
Ban  production — an  excellent  export  crop.  Credit  could  facilituie 
an  increase  in  production  of  many  crops.  Tnere  was  limited  potential 
for  increasing  production  on  primitive  farms.  New  systems  of  food 
production  and  marketing  were  needed  to  make  meaningful  contri- 
butions to  solving  each  of  the  above  problems,  and  much  of  the 
required  funding  therefore  could  be  provided  by  funds  received  in 
the  sale  of  surplus  foods  in  India  for  local  currencies. 

India  had  tne  export  capability  t-o  make  meaningful  contributioas 
to  the  development  of  third  countries  to  which  the  United  States 
had  committed  itself.  These  exports  could  be  paid  for  with  cur- 
rencies received  from  the  sale  of  farm  j)roducts  in  India. 

In  short,  India  had  great  undeveloped  export  potentials  for  non- 
competitive agriciUtural  and  industrial  products.  Currencies  generated 
from  the  sale  of  U.S.  foods  could  provide  the  funding  needed  to 
expand  exports  in  a.  magnituile  approximating  the  food  imiiort 
requirements.  Most  poor  countries,  e.\cept  some  in  the  Sahel,  have 
similar  potentials. 

Now,  for  the  essential  provisions  of  Public  Law  480,  stripped  down 
to  what  its  framers  thought  it  meant,  and  what  it  could  do.  Much 
consideration  was  given  to  the  title  of  the  act,  the  "Agricidtural  Trade 
Develojmient  Act  of  ]!»54.*'  The  concept  was  to  sell  surplus  farm 
products  for  local  currencies  and  use  most  of  those  currencies  as  a 
revolving  fund,  on  a  multilateral  basis,  to  fund  projects  that  would 
increa.'ie  exports  which  would  pay  for  food  imports.  Section  2^ 
"•  •  *  to  expand  *  ♦  *  trade  among  *  *  "  the  United  States  and 
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friendly  nations  *  *  *  to  eacourage  economii;  developmenb'"  Section 
103;  the  President  "shall  give  special  con^deration  to  utiUaiug  the 
authority  and  funds  to  develop  and  expand  continuous  market  d«msud 
abroad  for  agricultural  commodities."  Section  104 — ■"*  •  *  (a)  the 
President  may  use  *  *  ♦  the  foreign  currenciee  to  help  develop  new 
markets  for  U.S.  farm  products  *  *  •  (b)  to  purchase  strategic  and 
-critical  materials  *  *  *  (c)  to  procure  military  equipment,  facilities 
end  services  for  the  common  defense;  (d)  for  financing  the  purchase  of 
ftoods  and  services  for  other  friendly  countries;  (e)  for  promoting 
balanced  agricultural  development;  (f)  to  pay  U.S.  obligations  abroad; 
{^)  for  loans  to  promote  multilateral  trade  and  economic  development, 
made  through  establitihed  banking  facilities  *  *  *  atrat«^c  materials, 
services,  or  foreign  currencies  may  be  accepted  in  payment  of  such 
loans."  Section  105— "Foreign  currencies  received  pursuant  to  this  tdUe 
shall  be  deposited  in  a  special  account  to  the  credit  of  the  United  States 
and  shall  be  used  only  pursuant  to  section  104  *  *  * ." 

Comment:  Had  these  provisions,  particularly  section  104  (d)  and 
(g>,  been  implemented  as  the  farmers  intended,  there  would  now  be  a 
revolving  fund  of  about  $15  bilhon,  available  to  the  Presideat  on  a 
multilateral  basis  to  develop  "agricultural  trade  by  promoting  exports 
to  pay  for  food  imports."  In  India,  tor  example,  there  would  now  be  a 
revolving  Public  Law  480  loan  fund  (rf  roughly  $5  billion  to  promoto 
exports  to  |>ay  for  food  imports.  It  is  quite  reasonable  to  think  tha* 
exports  could  have  been  increased  by  the  $1.6  billion  requireid  to  pay 
for  the  total  grain  import  required  this  year  and  leave  the  $5  billion 
loan    fund    intact. 

Conditions  which  bear  on  Public  Law  480  in  the  United  States  in 
1975  have  little  or  no  resemblance  to  thase  in  1953.  Each  descriptiiw 
■of  the  background  in  1953  stated  above,  has  changed  except:  Shall 
food  aid  be  given  or  gold?  Shall  food  aid  be  channeled  through  U.S, 
agency  or  multinational  agency?  Which  U.S.  agency?  If  sold,  should 
it  be  sold  for  dollars  or  local  currencies?  How  shall  the  currencies  be 
used?  Otberwise,  the  background  in  the  United  States  for  revising 
is  so  agonizingly  clear  as  to  need  no  further  detail  here.  I  have  np 
fii^thand  information  as  to  the  background  situation  in  India  in  1975. 
Secondhand,  the  situation  seems  to  be  similar  to  the  way  it  was  in 
195-3,  except  the  research  technology  and  agri-systems  available  and 
applicable  to  India  for  increasing  production  for  domestic  use,  and 
for  export,  are  far  advanced  compared  to  1953;  and  export  opportu- 
Tiities  for  Indian  products  are  much  better  than  in  1953. 

These  are  some  of  the  provisions  of  title  1,  Public  Law  480,  that 
I  would  like  to  reconmiend,  based  on  this  25  years  of  experience. 

The  Cha:rman.  Your  time  has  exphed,  but  your  entire  statement 
will  be  inserted  in  full  in  the  record.  I  have  read  yciur  entire  statement. 
It  ':eems  to  me  the  thrust  of  your  testimony  is  to  inject  more  bu^ess 
practices  in  the  administration  of  the  act. 

Mr.  Garnett.  Absolutely  right.  In  all  the  countries  I  have  visited, 
Mr.  Chairman,  there  are  expandable  export  opportunities.  For  exanir 
pie,  India  has  a  large  expandable  export  potential.  I  have  stated  some 
-of  those  potentials.  There  are  many  more.  But  I  thirk  there  is  too 
much  involved  to  take  it  on  my  word.  My  observations  should  be 
hypothecated,  Then  send  out  a  new  breed  of  investkators  to  look 
rei^stically  at  what  the  export  potentials  are,  and  to  fit  the  develop* 
ment  prt^am  to  it. 
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The  Chairman,  Any  further  questions? 

Mr.  Gabnktt.  I  have  one  more  point. 

The  Chairman.  ThirU'  seconds. 

Mr.  Garnett.  The  Public  Law  480  program  should  be  adjusted, 

Froductwise,  so  that  you  take  the  commodities  out  of  the  local  market, 
want  to  illustrate  this  way;  today,  cattle  are  in  trouble.  There  are 
25  countries  that  need  cattle  operations  in  order  to  utilize  otherwise 
waste  products  to  produce  food  and  fertilizer— this  includes  India. 

The  Chairman.  They  worship  them  over  there.  They  do  not  eat 
them. 

Mr.  Gahnett.  I  did  not  think  they  would  worship  our  cattle,  India 
could  earn  $1  billion  per  year  converting  wastes  to  beef  and  exporling 
the  beef  to  the  Middle  East.  So  I  would  like  to  do  this,  it  I  may, 
Mr.  CJhaimian.  I  have  some  questions  here  with  answers  which  help 
develop  these  materials.  I  would  like  to  submit  them  for  the  record. 

The  Chairman,  They  will  be  inserted  into  the  record.  Your  entire 
statement  will  be.  I  regret  we  cannot  give  your  more  time.  Unfortu- 
nately, the  time  is  linnted  t«  10  minutes.  If  all  these  witnesses  take 
10  minutes,  we  will  be  here  until  7  p.m. 

Mr.  Garnett.  May  I  ask  that  this  cattle  program  be  sumitted? 

The  Chairman.  It  will  all  be  inserted  in  the  record. 

Mr.  Garnett.  I  thank  you  very  much,  and  excuse  me  for  going 
over  time. 

JThe  prepared  statement  of  Mr.  Garnett  follows:] 

Statement  of  Gwtnn  Garnett,  Arlington,  Va. 

Mr.  Chairman:  I  am  Gw\-nn  Garnett.  1  thank  you  for  this  opportunity  to 
comment  on  thc"Third  Decade  of  P.L.  480." 

More  than  ten  years  of  my  life  were  preoccupied  with  Title  I,  P.L.  480.  This 
involved  its  design  and  draft,  as  Director  of  Food  and  Agriculture  for  the  US 
High  CommisKion  of  Germany,  ns  Director  of  International  Affairs  for  the  Ameri- 
can Farm  Bureau ;  it  involved  helping  to  overcome  fomudahle  opposition  from  two 
administrations,  and  finally  in  helpintc  to  implement  the  fimt  $->  Billion  in  pro- 
grams, as  Administrator  of  the  Foreign  Agricultural  Service.  Beyond  the  ten 
years  I  have  observed  the  implementation  with  great  personal  interest  from  the 
vantage  point  of  many  receiving  countries,  as  a  businessman  trying  to  demonstrate 
the  potentials  of  the  original  Act. 

What  became  Title  I  of  P.L.  480,  was  drafted  in  April  Ifl.'JS  in  India.  Then,  as 
now,  the  peoples  of  the  world  whose  governments  were  unable  to  deal  with  their 
food  problems  were  concentrated  in  the  Indian  sub-continent.  The  Act  was, 
therefore,  drafted  in  India,  in  essentially  the  form  enacted, 
t.  196S  Background  for  P.L.  iSO 

IN  THE  VSA. 

(a)  The  Commodity  Credit  Corporation  had  about  $8  Billion  in  stocks  of  surplus 
farm  products  and  the  prospect  of  increasing  to  $10  Billion  or  more. 
(h)  Stornge  costs  were  running  at  about  ¥1  Million  per  day. 

(c)  The  "  Dollar  Gap"  preoccupied  international  trade  considerations. 

(d)  The  "  Cold  War    preoccupied  international  considerations. 

(e)  US  commercidl  exports  cif  farm  products  were  !R3.4  Billion  out  of  a  total  US 
exportof  good-"  and  services  of  S12.6  Billion  in  IO.tO/.'jI.  Though  lenders  of  the  day 
thought  the  US  was  a"residiialsupnlier"of  farm  products  and  that  US  agriculture 
should  a»tiost  down  to  that  level.  The  other  side  of  that  coin,  they  contended,  was 
that  the  US  should  look  to  industry  as  the  balancer  of  international  payment^. 

(f)  Therewasapervasiveattitudeinniany  quarters  that  our  farm  surpluses  were 
shameful,  resulting  from  bad  farm  policies  and  that  to  use  them  constnictively 
was  shameful.  Many  raw  materials  were  surplus  in  the  world. 

(k)  us  FAA  policy  was  preoccupied  withsiich  questions  as; 
■    — Should  surpluses  be  destroyed,  given  awav  or  sold  on  concessional  terms, 
— What   agency   should   handle   the   disposal?   USDA,   ICA,   Import/ En  port 
Bank,  or  a  new  agency  or  multtnatiun  agencies. 
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(a)  Hunger  was  wide  spread. 

fb)  Biilnnce  of  paymeiit-i  problems  were  acute. 

'c)  Port  and  interior  storngc  was  inadequate  for  the  populaticin. 

(d)  Cashew  nuts  were  the  third  largest  foreign  exchange  earner.  These  nuts 
were  harvested  from  trees  seeded  by  birds.  No  Cashew  nut  trees  had  been  planted 
by  man.  There  were  very  large  areas  of  unused  land  suitable  for  Cashew  pror 
duction.  Cashew  trees  bloom  profusely  but  few  blossoms  set  fruit.  No  research 
could  be  found  aimed  at  making  more  blossoms  set. 

(e)  Over  200,000  tons  of  molas.se«  yearly  were  not  used. 

(f)  Some  300,000,000  head  of  cattle  and  buffalo  were  making  little  contribution 
to  GNP.  At  least  great  amounts  of  by-products  could  have  been  processed  iind 
exported. 

(g)  Large  tonnages  of  expel ler-procossed  peanut  cake  with  about  8-9%  oil 
were  t>eing  used  as  fertilizer. 

(h)  Estimates  of  harvest,  transport  and  storage  losses  plus  losses  to  birds, 
varments  and  monkeys  ran  about  '/i,  much  of  which  could  t>e  saved  by  better 
Bturage. 

(i)  Double  and  triple  cropping  had  much  potential  for  increasing  cro[>s. 

(j)  There  was  great  potential  tor  increu-siiig  sugar  and  potato  production. 

(k)  Very  large  unused  areas  were  suitable  for  castor  bean  production — on 
excellent  export  crop. 

(I)  Credit  could  facilitate  an  increa.se  in  prodiiction  of  many  crops. 

Cm)  There  was  liniited  potential  for  increasing  production  on  primitive  fiirnisi. 
New  systems  of  fond  production  and  marketing  were  needed  to  make  meaningful 
contriButtons  to  solving  each  of  the  above  problems  and  much  of  the  required 
funding  therefore  could  be  provided  by  funds  received  in  the  sale  of  surplus  foods 
in  India  for  local  currencies. 

(n)  India  had  the  export  capability  to  make  meaningful  contributions  to  the 
development  of  third  coimlries  to  which  the  L'S  had  committed  itself.  These 
exports  could  be  paid  for  with  currencies  received  from  the  aide  of  farm  products 

(n)  In  short,  India  had  great  undeveloped  export  potential  for  non-coinpelitive 
agriculturol  and  industriol  products.  Currencies  generated  from  the  sale  of   l.'S 
food."  could  provide  the  funding  needed  to  expand  exports  in  a  magnitude  ai)- 
proxiniating  the  food  import  requircnients. 
*.  Principal  Prori«ions  of  P.L.  480-1964 

Sec.  1.  Much  consideration  was  wven  to  the  title  of  the  act — "The  Agricultural 
Trade  Development  Act  of  1954."  The  concept  was  to  sell  surplus  farm  prodiieis 
for  local  currencies  and  use  most,  of  those  currencies  as  a  revolving  fund,  on  a 
multilateral  basis,  to  fund  proJMts  that  would  increase  exports  which  would 
pay  for  food  imports. 

Sec.  2.  ".  ,  .  to  expand  .  .  .  trade  among  ,  .  ,  the  US  and  friendly  nations 
...   to  encourage  economic  development. 

Sec.  103.  The  President  "'shall  give  special  consideration  to  utilizing  the 
authority  and  fimds  to  develop  and  expand  continucms  market  demand  aliroud 
for  ugricultur.-d  cummodities. 

Sec.  104.  ".  .  .  the  President  may  use  .  .  .  the  foreign  c 

(a)   111  help  develop  new  miirkcts  tor  US  farm  products  .  . 

lb)   Ui  purchase  strategic  and  critical  niuleriHls  .   .  . 

(c)    to  procure  military  equipment,  facilities  and  services  for  the  c 

id|   for  financing  the  purchase  of  goods  and  services  for  other  friendly  countries 

(e)  for  promoting  balanced  economic  development 

(f)  to  pay  I'nited  States  obligations  abroad 

(g)  for  loans  to  pronn)te  raidtilaterul  trade  and  economic  development,  tnade 
through  established  banking  facilities  .  .  .  Strategic  niateriat.s,  services  or  foreign 
ciirrenei<'s  may  lie  accepted  in  payment  of  such  loans. 

Sec.  lO-'i.  Foreign  currencies  received  pursuant  to  this  title  shall  be  dejHisitcd 
in  :i  speci.il  .iccount  to  the  credit  of  the  United  States  and  shall  be  used  only 
pursuant  to  section  104   .  .  . 

Ciimmfnt — Had  the-ie  provisions,  particularly  section  104  {d)  and  fg),  iH-en 
implemented  as  the  framers  intended,  there  would  now  be  a  revolving  fund  of 
about  $l-"i  billion,  available  to  the  PR'sident  on  a  multilateral  basis  to  develop 
"agricultural  trade  by  promoting  exports  to  pay  for  food  imports."  In  India,  for 
example,  there  would  now  be  a  revolving  P.L.  480  loan  fund  of  roughly  $-5  billion 
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to  ijromote  exports  to  pay  for  food  knportia.  It  is  quite  reasonable  to  think  that 
(■sports  could  have  been  increased  by  the  $1.8  billion  required  to  pay  tor  the  total 
grain  import  required  this  year  and  leave  the  $5  billion  loan  fund  intact. 
S.   I  or 5  Background  for  P.  L.  4S0 

Conditions  which  bear  on  P,L.  4S0  in  the  USA  in  1975  have  little  or  no  ro- 
sfinUanoe  to  thu^e  in  1933.  Each  deecri|>tion  of  the  background  in  1963  stfttvd 
above,  has  changed  except: 

.Shall  food  aid  be  given  or  sold? 

^hall  food  aid  be  channeled  through  a  US  agency  or  a  multinational  ag«noyT 
Which  US  agency? 

If  sold,  should  it  be  sold  for  dollars  or  local  currencies?  How  shall  the  cuReodes 
be  used? 

Otherwise  the  background  in  the  USA  for  revising  P.L.  480  is  so  agoniaiDg 
cloitr  na  to  need  no  further  detail  here. 

I  ha\e  no  Riat  hand  information  as  to  the  background  situation  in  India  in 
1975.  l^econd  hand,  the  situation  seems  to  be  similar  to  the  WHy  it  wag  in  1953, 
with  regard  to  the  items  in  "2"  above,  except : 

The  research  technology  and  the  Agri-systems  available  and  applicable  to 
Indirt  for  increasing  production  for  domestic  use  and  for  export  are  far  advanced 
compared  to  1953. 

Export  opportunities  for  Indian  products,  are  much  better  than  in  1953. 
4-  Snme  ■provitioim  of  Title  1,  P.L.  iSO  recommended  for  consideration  in  1975 

(a)  Reaffirm  the  concept  in  the  Title  "Agricultural  Trade  Development 
Act  .  .  .''  to  promote  esportf  t<j  pay  for  food  imports  required. 

(b)  Sharpen  the  objectives  of  the  act  to  reflect  an  intent  to  offer  designated 
farm  products  tor  sale,  with  deferred  payments,  to  needy  countries.  Until  th« 
loans  :ire  repaid,  the  currencies  generated  by  the  sales  are  to  be  uaed  as  inter- 
mediate loans  to  increase  food  production  and  exports  to  pay  for  food  import 
reqUM  enientfi. 

Cfimment — This  is  needed  to  clarify  the  loan  concept  recommended,  I,  per- 
Eonally  borrow  a  la:^e  ainoimt  of  money  t*)  produce  beef,  corn,  wheat  and  soy- 
beans. I  borrow  from  a  compaasionate  lender.  I  go  to  this  compassionate  lender 
with  intrcpidation.  He  requires  a  detailed  plan  of  my  operations  which  gives 
reasimnble  assurance  that  the  value  of  foods  produced  for  market  will  be  more 
thnn  enough  to  satisfy  the  loan  payinentR  as  due.  He  takes  a  mortage  on  aU  my 
propiTty  and  Eends  a  field  man  each  month  to  make  sure  that  I  am  followii»g,thi 
plan,  and  that  all  the  security  is  there.  Should  there  be  de\'lation3,  I  would  be 
asked  to  visit  the  office  to  explain. 

This  is  the  way  a  compassionate  lender  operates.  It  as.'inres  me  that  he  will  be 
■blc  to  take  care  of  my  financial  needa  next  year  and  the  next  year,  and  the 
financial  needs  of  mj'  son  thereafter.  Any  other  procedure  would  characterize  a 
cruel  lender.  To  assure  needy  [woples  of  continuous  loans,  the  USA  should  follow 
procedures  of  a  compassionate  lender.  There  i^  no  reason  to  expect  that  any 
niulti national  body  would  loan  our  funds  or  our  foods  as  a  "compassionate" 
lender  should.  It  will  be  utterly  cruel  to  let  our  aid  programs  bleed  the  goose  that 
lays  the  golden  eggs. 

The  great  need  in  poor  countries  is  for  development  capital.  The  USA  should 
frame  a  policy  to  OFFER  poor  countries  a  realistic  opiJ()rtunity  to  meet  short 
term  food  needs  and  generatetheirowncurrenciesto  fund  development. 

fc)  "Appropriated  Funds"  should  be  used  to  implement  the  act  through 
USDA  as  a  major  market  development  effort, 

(d)  The  Secretary  of  Agriculture  should  designate  farm  products  eligible  for 
flale  under  the  program. 

(el    Kligihle  buyers  should  be  determined  by  procedures  previously  established. 

ff)  Buj-ers  should  be  required  to  btiy  only  in  the  open  market.  This  gives  the 
buyer  a  chance  to  get  the  most  food  tor  the  money;  the  USA  to  contribute  the 
most  development  assistance  for  the  money  and  lessens  the  burden  of  the  program 
on  US  taxpaj-ers. 

fg)  The  products  should  be  sold  at  market  prices  and  proceeds  of  sale  deposited 
to  a  dollar  denominated  account  for  the  USA. 

(h)  The  funds  in  the  account  should  be  used  only  as  follows: 

(n  For  purposes  consistent  with  the  objective*  of  the  act  for  loans  to  credit 
Institutions  with  5  year  principal  and  interest  moratoriums  and  full  repayment 
within  lOyears. 

(2)  Sales  to  US  government  agencies  in  exchange  for  appropriated  funds. 

(3)  Loans  similar  to  above  to  Am' 
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(4)  Pay  for  exports  to  third  ooimtries  fts  US  assietitDCe,  under  the  same  pro- 
visiuQE  »a  food  aid. 

(5)  Transfer  to  IDA  as  a  US  contribution,  for  loans  to  carry  out  the  purpo^ea 
of  this  act,  as  a  lost  resort. 

(i)  The  Secretflry  of  Agriculture  should  he  directed  to  draw  specificfttions 
lo  encuuruge  AmMicaa  privM«  busincsBM.  jadid  grKst  aolleges  and  trade  orgaiiica- 
tions  to  standardize  and  package  replicatublR  agri-systems  for  export  to  help 
imtilement  iJie  objectives  of  this  act,  and  subimt  iM'oposals  to  him  for  approval 
and  such  assistance  as  muy  be  available.  The  etandBrdiEed  packaged  agri-systems 
ahuuM  include  US  femi  products,  maaagnmeDt  plus  production  and  marketing 
rcquJaitCR.  Agencies  other  than  USDA  should  finance  the  components  of  each 
wckage.  otJier  than  the  farm  products.  In  so  doing  he  should  coUaborate  with  the 
Export/Import  Bank,  USAID.  IFCand  OPIC. 

In  poor  countries  there  are  miUions  of  tons  of  feed  wasted,  which  are  suitable 
for  cattle  and  which  could  be  converted  to  food  only  through  cattle.  The  current 
" Cat tl-fls trophy"  in  the  USA  makes  beef  ay-stems  a  likely  candidtde  for  one  of 
many  agri-aystems  that  could  quality  for  approval  and  eiport.  (See  attachment 
for  an  emergency  caitle  and  beef  export  program  prepai«d  in  August  I974.> 
The  US  treasury  is  losing  about  t4  Billion  per  month  in  tax  revenue  as  a  result 
of  depression  in  the  cattle  industr^^  Including  packaged  beef  systems,  as  only 
one  example,  gi^es  the  most  development  capital  per  dollar,  ino^ases  US  lax 
rev^uea,  improves  nutrition  and  gives  receivers  the  veritable  factory  for  con- 
verting wastes  into  human  food  and  fertilizers. 

The  Private  Trade  Agreement  provieieai  (Sec.  107  (rf  P.L.  48d  as  amended) 
sbouM  be  used  to  help  invf^nient  tiie  sale  of  these  agn-s3^«ns  via  piivate 
buainess.  The  [H'ovinon  states,  "Id  carrying  out  this  Act,  the  autbotity  provided 
in  this  section  for  making  dollar  sales  shall  be  used  to  the  maximum."  Despite 
thi^,  little  use  bos  been  made  of  it.  Ttm'e  were  two  reasons  for  this: 

Lack  of  funding  because  of  the  competition  from  other  P.L.  480  programs. 
This  should  be  corrected  by  separate  funding  plus  authority  for  CCC  to  guariintee 
sales  Suaaced  by  private  institutions. 

Lack  of  Btandnrdijted  packaged  agri-systrans  and  standardiied  proaednres 
to  export  and  replicate  them. 

CemmftU — The  USA  has  great  potential  for  increasing  the  production  of 
export  crops — sufficient  to  pay  for  petj^jleum  imports.  The  nation's  F4A  strategy 
should  be  planned  that  way  for  strategic  reasons.  Title  I  of  P.L.  480  should  play 
on  important  role  in  expanding  exports  to  achieve  that  objective. 

The  concept  contained  in  section  107,  hitched  to  the  export  of  standard  packaged 
agri-systerns  is  the  modem  vehicle  to  ".  .  .  teach  a  niMi  to  fish  and  feed  hnn- 
i^  fir  kfe."  Its  imaginative  im  piemen  La  tion  could  ttkkn  the  adverse  spin  <fS 
the  recent  World  Food  Conference  and  put  American  hands  firmly  on  the  valves 
of  the  world's  agri-power. 

The  Btrutegic  importance  of  Food  and  Agriculture  in  domestic  and  forugn 
iSairs  will  grow  and  the  responsibility  of  this  committee  will  become  second  to 

QUESTIONS   WHICH    FtTRTHEB    DEVELOP    PERTINENT    MATEIUAL 

Q.  You  said  there  was  formidable  resistance  from  two  administrations  to  the 
>3ncept  of  P.L.  480.  Could  you  elaborate? 

A.  ICA,  predecessor  of  USAID  opposed  it  becflusr  of  the  fear  that  it  would 
jeopardize  its  appropriated  funds.  Sinte  opposed  it  for  the  same  reason  .ind 
'urther  that  the  surplu.ies  were  shameful  and  the  result  of  bad  farm  prt^rani^^ 
ind  the  way  to  correct  the  farm  programs  was  to  let  the  surpluses  pile  up  until  we 
Irnmied  in  them.  Commerce  thought  that  the  net  would  Increase  exports  of 
'ood  at  the  expense  of  industrial  exports  which  were  the  nations  balancer  of' 
nternational  payment".  Treasury  thought  it  would  be  impossible  to  have  exports 
»aid  for  in  two  currencies.  It  fe.ired  that  more  and  more  exports  would  lie  paid 
or  in  local  currencies.  The  Budget  Bureau  thought  the  only  way  to  solve  thft 
iurplus  problem  wa.*  to  let  them  back  «p  until  we  drowned  in  them. 

Q.  Yiiu  said  there  were  short  comings.  To  what  did  you  refer? 

A.  Had  the  act  functioned  as  the  framers  intended,  tliere  would  now  be  n 
?15  Billion  revoU'ing  loan  fund  to  "develop"  agricultural  trade,  on  a  multilater;j 
jasi.s.    This  means   to  increase   the   production  of  food   and   export  putenliui.-!. 

Q.  You  referred  to  ARri-sy»teiiis — could  you  elaborate  briefly? 

A.  There  is  great  difference  between  F&A  technology  and  agri-syijtein-'  in 
vliich  that  technology  can  be  applied  to  increase  food  production,  and  to  reduce 
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f>r(i<luclioii  and  marketing  costs.  There  is  need  now  to  devote  some  DAtional 
tlTfirt  til  devtlojiing  ftgri-dyHteais  to  help  solve  domestic  FAA  problems  and 
Bell  them  abroad. 

Q.  Are  you  proposing  that  export  of  these  agri-sy^teras  be  funded  uader  P.L, 
480? 

A.  No.  Only  to  the  extent  of  funa  products  included.  These  would  be  dollar 
loans. 

Q.  W.itild  these  packaged  agri-ayst^'ms  duplicate  the  technical  assietanoe 
the  US  offers  via  USAID  and  multinational  iMMfies? 

A.  No.  These  will  be  private  bu^iineHPCs  and  will  include  no  more  tcchniciana 
"than  wilE  be  needed  to  run  the  busines'^  profitable. 

Q.  Could  you  illustrate  some  agri-systems  you  think  would  implement  tlte 
pnipiirials  you  have  made? 

A,  The  first  agri-systems  were  sugar  production  system?  exported  by  colonial 
poivcrs  in  tho  18th  century.  These  wt're  followed  Ijy  vegetable  oil  .systems  and 
others.  Poultry  systems  were  developed  in  the  USA  about  IIWO.  These  reviilu- 
■ti'inizi'd  poultry  prnduetion  throughout  the  USA  and  were  exported  to  many 
c<lUnI^il'^  and  formed  a  basis  for  riijiid  expunsion  of  feed  grain  exports  after 
WW  II.  Pig  systems  were  developed  in  the  J960's.  The  British  developed  a  unique 
vegetable  production  system  in  Africa  during  WW  II. 

More  sophisticnted  agii-systems  have  been  developed  since.  There  are  agri- 
Bvstems  to  apply  where  water,  or  where  fertilizers,  or  where  transportation  or 
storage  or  niarkcts  limit  production— beet  and  diary  systems  which  convert  pass 
and  wiiste  feeds  into  food.  In  addition  they  become  virtual  fertilizer  factories 
within  ;i  system.  The  technology  is  availabc  for  many  more  agri-systema.  When 
ihi'v  lire  developed  they  can  be  replicated  in  the  USA  and  exported  to  help  solve 
FA-A  jiroblenis. 

Q.  How  did  yon  describe  the  US  cattle  industry? 

A.   " Cut ll-as trophy." 

Q.  How  could  agri-systems  and  P.L.  480  offer  help? 

A.  Beef  systems  arc  established  in  modules.  Each  module  has  a  thru-put  of 
JO  tuns  of  kitchen-ready  beef  per  day.  Each  module  is  programmt-d  bo  as  to 
Commence  exporting  10  tons  of  kitchon-ready  beef  per  day.  Cattle  exports  are  pro- 
grammed simultaneously  at  a  rate  that  will  cycle  the  indigenous  lierd  after  36 
montlis  of  operation.  It  will  thereafter  produce  10  tons  per  day  of  kitchen-ready 
beef  indigenously. 

Q.  Mr.  (lanictt,  are  you  personally,  or  your  company,  interested  in  exporting 
these  iM-i'f  systems? 

A.   No,  SiV,  We  do  not  have  the  resources, 

(J.  Do  you  have  more  information  on  beef  systems  which  you  could  submit 
for  the  record? 

\.  Vfs,  Sir.  I  will  submit  something. 

Q.  India  was  the  only  recipient  coimtry  that  you  mentioned.  You  implied  that 
Indiii  had  great  untap|>ed  agricultural  potentials.  Are  your  views  snared  by 

.\.  \'i"<,  Sir.  But  such  a  large  amount  of  money  is  involved,  I  think  n  new  breed 
of  invisi igators  should  hypothecate  mv  obscr\-ations  and  determine  whether  or 
not   1  am  right. 

Q.  WhnX  needv  countries  have  vou  visited  who  have  received  P.L.  480  food 
sliii.m.-uts? 

A.  I  h:ive  visited  all  Title  I  countries. 

<J.  In  what  eajwcity? 

\.  As  Administrator  of  Foreign  Agricultural  Service,  as  Vice  President  of  Pan 
Americaii  World  .\irways,  and  as  a  private  businessman  trying  to  sell  packaged 

(J.  i*id  you  succeed  in  selling  the  packaged  ngri-S3-stcms? 

.\.  I  had  some  success,  but  morefailun'. 

<!.  I>id  vou  have  siippiirt-  from  anv  agency. 

A,  None,  Sir. 

Q.  .\re  y<iu  in  the  business  now? 

A,  Ni'i  selling  agri-svstenis.  However,  we  are  involved  in  a  one  module  "Coor- 
diiialed  Beef  System"  in  the  Canary  Islands  of  Spain.  If  there  were  an  export 
cat  lie  and  lieef  prngram  such  as  I  |)roposcd  last  August,  we  would  consider  several 
i"odiil('-'  for  Spain.  I  think  there  are  opportunities  for  the  sole  of  20  to  30  modules 

Q.   Would  you  like  to  go  back  into  such  a  business  if  there  were  a  suitable 
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Emkhqcnci — Cattle  Industey  Improvement  Prooram 

S. Illation— 

1.  Cattle  industrj'  Ii'Sk  in  liwt  7  months  c^timat^d  at  ±$5  Bil. 

2.  Projected  loss  ±$250  Mil  [).  mo.,  i$3  Bil.  p.a. 

:i.  Hptarding  pRpcI  on  US  economv  estimated  at  ±$20  Bil  p.a.  This  results  in 
±S4  Bil.  p.a.  revenue  loss  to  US  Gov't. 

4.  Traditional  cattle  farms  and  ranches  arc  being  decimated.  Will  have  far 
roarhing  and  long  l&.sting  destructive  effect  on  US  economy  &  society. 
■  .\':'(I — Remove  100,000  bd  p.  mo.  from  pipeline  of  cattle  and  beef  for  next 
12  ni<>. 

This  Program — i.s  to  export  40,000  hd/mo  as  calves,  cows  &  meat — 40%  of 
nunilxT  required.  Program  based  on  Garnett  Coordinated  Beef  Systems  concept, 
stancd  by  ni<)dules,  each  with  meat  production  of  10  T/U  and  requiring  ±  27,000 
hd  lo  stock.  (Description  of  Gamctt  CBS  on  request.)  Features  of  program: 

1.  ImplemPntation  by  modules  of  27,000  hd  with  10  T/D  of  meat/da  thruput 
but  with  military  organization  concept  which  maj"  be  broken  down  to  smaller 
iipurating  units,  for  example: 

20  finishing  units,  200  hd  each  1 S12  Mil.  of  meat  export  on  5  yr.  credit  will 
'.V.i  growing  units,  200  hd  each     \     fund  start-up  of  one  module  in  12  months. 
70cnw/calf  units,  200  hd  each    J 
Noif :  Oni'  moiliile  Ik  )Iip  BmaUrsC  pracdcal  unit  to  start  nnd  manage. 

2.  Implementation:  Private  enterprise  with  few  exceptions. 

'A.  The  object  of  the  program  is  to  export  beef  and  cattle  as  expeditiously  as 
pii<-ibk',  with  maximum  fiscal  responsibility  and  maximum  market  impact. 

The  iieef  can  commence  to  miive  within  2-4  weeks  after  the  program  ia  an- 
nounced. Cattle  can  move  6-10  weeks  after  announcement. 

Credit  for  cattle  sales  should  permit  the  purchase  of  animals  immediately,  to 
be  held  '"in  bond"  for  export,  with  suitable  safesiiards. 

I'rogram^for  each  module:  (ten  modules  needed). 

1.  Hxport  ±$12  Mil  worth  of  fabricated  frosen  beef,  within  9  mo.,  to  foreign. 
buyers,  nu  credit  up  to  5  yrs,  with  repayment  guaranteed  by  acceptable  banks, 
jinividcd  that  the  proceeds  of  meat  sales  are  used:  Ui  btiy  US  feeder  calves;  to 
buy  US  heifer  calves,  eo\vs  and  bulls;  to  buv  facilities,  requisites  and  services 
(limited  to  15%). 

2.  Limit  program  to  countries  which  do  not  export  laeef. 

3.  Limit  program  to  private  companies  (including  joint  ventures  with  Ameri- 
cans) who  submit  plans  which  assure  adequate: — Management  and  health;  feed 
(ind  water;  markel  for  beef. 

Impact  of  Program.— The  start-up  of  each  module  will  clear  the  US  market  at 
±23,000  hd  as  meat  and  27,000  hd  as  feeder  csh-es,  cows  and  heifers  for  a  total 
of  ±.'tO,000  hd  per  module  funded  l>y  a  S12  Mil.  5  3-ear  loan  {±$240/hd).  Ten 
module-;  wilt  clear  the  market  of  ±  .'lOO.OOO  hd  and  will  require  funding  of  $120 
Alil.  Thus  ±8120  Mil.  in  loan  authority  for  .5  years  will  clear  the  US  market 
of  40''(-  of  its  "oierhang"  and  make  the  remaining  60%  qiiitp  manageable. 

Funding  of  Program. — No  new  programs  are  needed.  The  funding  should  not 
■come  from  iin.v  one  source.  Several  existing  programs  can  be  coordinated  to 

.ichievc  the  resiilt.s. 

The  Private  Trade  Agreements  ProgRims,  authoriied  imder  .'^ec.  107  of  P.L. 
4*^0  hiis  been  utilized  successfully  in  livestock  production  jirojects.  Likewise  the 
CCC  Export  Credit  Sales  program  has  been  used  and  is  available  for  financing 
to  <'x|,ort  breeding  stock  and  feeds. 

To  fund  this  program,  the  CCC  Board,  with  the  approval  of  OMB,  could 
make  available  ;my  nmoimt  up  to  $120  Mil  which  the  Secretanr  of  Agriculture 
find*  eitnnot  be  satisfactorily  (inimced  by  one  or  more  of  the  folloM'ing: 


Private  Banks  &  Funds 

USAIl) 

FCIA 

WO  RLE 

1  BANK 

i:X  IM  BANK 

IFC 

OPIC 

Countries  in  which  there  a 

re  likely  buyers 

for  one  or 

more  modules: 

'  Spain 
'  Nigeria 

Portugal 

Syria 

Italy 

Taiwan 

'  Angola 

Balkans 

Japan 

>  Iran 

Russia 

Venezuela 

'  Singapore 

Turkey 

Carribean 

Chile 

Bolivia 
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To  Implement  the  Pro-am. — Organi>e,  activate  «nd  fwnd  "Codrdf rated  Beef 
Systems,  USA,  Inc.  (CBS/US)*  ^^ith  $1  Mil,  (funded  by  beef  industry  and 
supplemented  by  P.L.  480  market  development  funds  controlled  by  USDA)  to: 

1.  Spark-plug  implementation  of  this  program  and  on-going  programs,  to 
expand  exports  of  oattle^  beef,  technology  and  other  requisites  tnerefor,  front 
conception  to  consumption,  via  coordination  of  existing  companies,  agencies, 
or^nizations  and  institutions. 

2.  Coordinate  state  and  regional  CBS'  which  will  design,  manage  and  supply 
foreign  beef  operations.  Stat«  and  regional  CBS'  will  coordinate  existing  com- 
panies, organizations,  agencies  and  institutions,  but  include  a  beef  council  from, 
each  Ag  college. 

3.  Coordinate  transport,  credit  and  sales  efforts  and  to  lease  and  charter 
Cattle  boats  and  cargo  planes. 

4.  Coordinate  and  offer  participating  management  for  foreign  cattle,  beef, 
marketing  and  related  businesses  which  appear  to  be  prudent  investments. 

5.  Share  cjtpenses  with  potential  foreign  partners  to  design  beef  operations, 
project  the  profita  therefrom  and  form  companies,  obtain  loans  and  place  shares. 
when  feasible. 

6.  Standardiae  procedures  for  cattle,  beef  and  requisite  exports  and  for  Pro- 
gramming the  sttirtr-up  of  foreign  beef  chelations. 

JwitificiUion  for  Program. — 

1.  Reduces  cattle  loss  impact  on  economy  now  running  at  ±$20  Bil.  p.a., 
resulting  in  a  revenue  loss  to  US  Government  of  :t  4  Bil.  p. a.  (Revenue  equals 
20%  of  GNP) 

2.  Bridges  LIS  beef  supply  from  surplus  in  1074  to  potential  shortage  and  higher 
prices  in  1B76/7,  by  maintaining  traditional  cattle  farms  and  ranches. 

3.  Program  is  fiscally  responsible,  accomplishing  objectives  with  short  term, 
hard  loan. 

4.  Program  in  the  US  tradition  of  using  temporary  farm  surpluses  constructively. 

5.  Improves  US  balance  of  payments  in  short  and  long  term,  with  cattle,  tech- 
nology and  requisites,  thus  helping  to  avoid  import  restrictions. 

Additional  information  from  Gametl,  Inc. — 
1.  Description  of  "Coordinated  Beef  Systems" 

2."Emergency  Program  tor  Domestic  Cattle  Industry  Improvements." 
3.  Organization,  operation,  and  procedutes  tor  CBS/US  and  projected  profits 
tterefrom. 

The  Chairman.  The  next  witness  is  Charles  A.  Krause,  president^ 
EJrause  Milling  Co.,  Milwaukee,  Wis.  We  aredebghted  tohaveyou.sir. 

STATinil^Qrr  of  CHASIXS  a.  EBAUSE,  PAEStBEHT,  KRAUSE 
HULINa  <».,  UILWATIEEE,  WIS. 

Mr.  Erause.  I  have  a  statement  to  submit  and  would  like  to  pre- 
sent a  short  oral  summary,  consistent   with  your   10-minute   time 

Mr.  Chairman,  and  members  of  the  Committee  on  Agriculture^ 
thank  you  for  inviting  me  here  today.  I  am  Charles  A,  Krause, 
president  of  Krause  Milling  Co.,  headquartered  in  Milwaukee,  Wis. 
We  are  one  of  the  leading  millers  of  com  and  grain  stH-ghum  and. 
operate  plants  in  Milwaukee,  St,  Joseph,  Mo.;  and  I>wlge  City, 
Kans. 

I  am  currently  serving  as  chairman  of  the  American  Com  Millers- 
Federation  and  cochairman  of  the  government  liaison  committee 
of  Protein  Pioducts  Intfrnational,  a  trade  association  comprised  of 

Erodiicers  of  high-protein  blended  foods.  However,  I  am  testifying^ 
ere  today  only  as  as  president  of  Krause  Milling. 
For  nearly  a  decade  now,  our  company  has  been  privileged  to  play 
a  leading  role  in  the  Food  for  Peace  program  by  producing  htgh- 
protoin,   full-nutrition   blended   and  fortified   foods  for  distribution 
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overseas.  These  blended  foods  have  been  developed  in  response  to  two 
1966  amendments  to  Public  Law  480.  In  1966,  Congress  restated  the 
policy  of  Public  Law  480  to  include  a  commitment  to  "  .  .  .  combat 
hunger  and  malnutrition,"  and  authorized  the  Commodity  Credit 
Corporation  to  pay  the  costs  for  eohcfaiment  and  fortification  of  foods 
under  title  II.  A  number  of  specially  formulated,  low-cost  foods  have 
been  specifically  desired  to  meet  the  nutritional  needs  of  peoj^es  in. 
the  developing  countnes. 

The  first  such  blended  food  was  CSM.  Since  1966,  over  3  billion 
pounds  of  CSM  have  been  donated  to  over  100  countries  iinder  Pubhc 
Law  480.  CSM  consists  of  precooked  commeai,  soy  flour,  nonfat 
dried  milk,  and  soy  oil,  and  is  supplemented  with  vitamins  and  min- 
erals. It  contains  20- percent  protein  and  has  a  PER  of  2.4 — 3  times 
greater  than  regular  commeai.  At  a  wholesale  cost  of  about  14  cents 
per  pound,  1  pound  of  CSM  per  dav  will  meet  the  daily  caloric  and 
nutntive  requirements  of  a  growing  child. 

Other  features  of  these  foods  which  make  them  bo  effective  are  their 
acceptability  and  versatility,  and  the  fact  that  little  or  no  preparation 
is  needed.  Blended  foods  can  b6  formulated  to  meet  special  conditions. 
Wlien  a  product  waa  needed  for  areas  where  fUel  was  scarce  or  non- 
existent, Instant  CSM  was  developed  for  distribution  in  refuge© 
camps,  desert,  and  flooded  areas.  When  nonfat  dried  milk  prices  rose 
sharply,  CSB — com  .soy  blend — was  developed.  CSB,  with  a  PER  of 
2.3,  approaches  CSM  in  nutritive  value,  but  costs  substantially  less. 

Blended  foods,  aside  from  their  use  in  emergency  rehef  programs, 
have  been  used  most  effectivelv  in  feeding  programs  aimed  at  group* 
most  vulnerable  to  malnutrition — nursing  and  expectant  mothers, 
infants,  and  young  children.  A  typical  feeding  program  administered 
by  a  nonprofit  voluntary  agency  like  CARE,  CRS,  or  Church  World 
Services,  may  center  around  a  matemal-child  health  center  or  a  school 
lunch  program. 

Without  intending  to  understate  the  immense  achievements  of  our 
emergency  feeding  programs,  it  is  in  continuous  maternal  and  child- 
feeding  programs  that  the  substantial  inroads  against  malnutrition 
can  be  best  achieved.  The  U.N.  Protein  Advisory  Group  has  estimated 
that  nearly  300  million  chydren  will  suffer  from  maladies  attributable 
to  protein  deficiency.  Mr.  Chairman,  the  battle  against  malnutrition 
cannot  be  fought  on  a  sporadic  basis;  real  progress  depends  upon  a 
continuous  commitment,  including  nutrition  education  and  the  use 
of  high-protein  blended  foods. 

In  this  era  of  limited  supplies  and  rising  prices,  it  is  important  that 
the  programing  of  blended  foods  be  emphasized.  For  example,  the 

Eroeessing  of  blended  foods  results  in  less  grain  disappearance  at 
ome,  since  the  byproducts  are  used  in  the  Ifiiited  States.  For  every 
10  pounds  of  precooked  commeai  produced  for  use  in  blended  foods, 
there  are  also  generated  5  pounds  of  hominy  feed  and  three-quarters- 
of  a  pound  of  com  oil  which  are  consumed  here.  Domestic  employment 
and  taxable  revenues  which  would  be  diminished  if  the  whole  grain 
were  shipped  abroad  are  other  benefits  to  our  economy  when  blended 
foods  are  programed. 

To  determine,  first-hand,  the  impact  our  feeding  programs  are 
having  on  the  problems  of  malnutrition,  I  have  made  five  overseas 
trips  since  1969.  Other  employees  of  Krause  Milling  have  also  traveled 
extensively  overseas.  We  have  encountered  a  wide  variety  of  programs. 

47-109 — 75 — pt.  2 18 


,y  Google 


834 

using  full  nutrition  and  fortified  foods,  from  the  refugee  feeding  in 
Biatra  durii^c  the  civil  war  in  Nigeria  to  the  massive  feeding  programs 
in  India  and  Bangladesh,  which  reached  several  million  refugeee. 
You  simply  cannot  overstate  the  efTeclive  manner  ui  which  these 
feeding  programs  are  developed  and  controlled  by  the  Volags  and  the 
Food  for  Peace  office.  We  repeatedly  heard  how  school  attendance 
increa^d  by  25  to  50  percent  when  children  participat«d  in  school 
lunch  programs  using  blended  foods.  The  teachers  noted  real  improve- 
ment in  the  learning  capacity  of  children  regularly  having  a  school 
lunch.  Similar  first-hand  accounts  of  other  successful  feeding  programs 
are  outlined  in  my  formal  statement. 

All  the  advances  toward  adequate  nutrition  in  a  humanitarian 
feeding  program  under  title  II  are  contingent  upon  the  steady  flow 
of  food.  When  supplies  are  curtailed,  the  battle  against  malnutrition 
is  set  back,  sometimes  lost,  as  programs  die.  The  annual  report, 
Janiiarj''  1975,  of  the  Co^mcil  oi  Economic  Advisors  reveals  that 
Public  Law  480  shipments  fell  from  10  million  tons  in  fiscal  1972  to 
npproximateh'  7  million  in  fiscal  1973  and  to  less  than  4  million  in 
fiscal  1974,  The  results,  in  human  terms,  are  compelling.  According 
to  AID  figures,  the  number  of  those  participating  in  regular  title 
II  feeding  programs  dropped  almost  'iO  percent,  from  63.5  million  to 
45.6  million,  between  fiscal  1973  and  1974, 

Disruptions  in  supply  also  have  a  counterproductive  impact  here 
at  home.  Faced  with  widely  fluctuating  monthly  procurement  levels, 
producers  have  difficulty  implementing  cost-saving,  long-range  plans. 
Better  production  planmng  would  permit  more  stable  work  crews,  more 
effective  ingredient  purchases,  and  use  of  available  production 
facilities. 

Mr.  Chairman,  to  effectively  carry  out  the  humanitarian  policy 
of  our  Food  for  Peace  program,  we  must  provide  for  greater  supply 
continuity  by  rewording  the  "commodity  availability"  restrictions  of 
section  401  of  Public  Law  480.  Last  year,  this  committee  reported 
out,  and  the  Senate  passed.  Senator  Humphrey's  bill,  S.  2792,  to  add 
flexibility  to  section  401  by  pennitting  part  of  our  exportable  supply 
to  be  used  in  the  Public  Law  480  program.  Unfortunately,  the  House 
of  Representatives  was  unable  to  act  on  the  measure,  and  it  died. 

This  year,  the  committee  may  wish  to  add  more  certainty,  as  well 
ns  flexiljilily,  by  providing  that  a  minimum  and  nuixinium  percentage 
of  the  exportable  supply  of  each  major  crop  be  available  for  disposi- 
tion \inder  Public  Law  480.  By  casting  commodity  availability  in 
percentage  tornis  as  related  to  total  anticipated  exports,  everyone 
wouhl  be  able  to  develop  longer-term  plans  for  distribution,  feeding 
programs,  aiul  production.  I  surest  a  minimum  figure  of  5  percent 
of  anticipated  exports  as  a  reasonable  minimal  commitment  of  our 
agricultural  abimdance,  I  have  no  figure  in  mind  for  a  maximum  per- 
centage, but  I  believe  enough  flexibility  should  be  incorporated  to 
allow  the  Presitlcot  to  exceed  the  maximum  to  meet  emergency 
situations. 

A  percentage  figure  would  demonstrate  the  miniscule  inflationary 
impact  of  Public  Law  480.  In  fiscal  1974,  for  example,  only  2.8  anil 
1.9  percent  of  our  total  exports  of  wheat  and  feed  grains,  respectively, 
were  exported  under  Public  Law  480.  The  figures  for  blended  foods 
are  even  more  strikii^.  In  fiscal  1974,  less  than  i/10  of  1  percent  of 
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■our  rom  and  grain  sorglnim  crop  went  into  blended  foods  used  in 
the  Public  Law  480  program;  or,  in  other  words,  less  than  )i  of  1 
percent  of  our  feed  grain  exports. 

■  The  committee  m^ht  consider,  within  the  percentage  for  each 
rrop,  establishing  a  percentage  to  be  devoted  to  the  use  of  blended  and 
fortified  foods.  I  suggest  that  a  minimum  of  20  percent  be  in  the  form 
of  blended  and  fortified  foods.  A  sunilar  concept  was  passed  by  the 
rtenato  last  year  in  adopting  Senator  Clark's  amendment  to  the  Agri- 
culture Appropriations  Bill.  Although  deleted  in  Conference,  the  con- 
cept was  sTipport^d  in  the  Conference  Committee's  report. 
.  This  committee  should  also  consider  providing  for  a  new  transitional 
sales  pr<^am  for  blended  foods.  This  program  would  be  a  step  up, 
flxjm  title  II  donations  for  nations  net  yet  able  to  enter  into  title  I, 
conc6se<ional  transactions  with  their  limited  foreign  exchange.  Now 
r»untries  who  do  make  title  I  purchases  feel  wmpelled  to  maximize 
quantity  by  purchasing  less  nutritious  whole  grains.  This  transitional 
program  might  provide  a  range  of  subsidies  depending  upon  each 
rountn,-'s  individual  circumstances.  They  would  thus  be  encouraged 
to  buy  blended  foods,  thereby  improving  the  nutrition  of  their  young. 
In  this  way,  blended  foods  could  compete  on  a  limited  basis  with  whole 
^ains. 

Mr.  Chairman,  I  believe  the  above-outlined  suggestions  will  enable 
Hs  to  inoi-e  efFeclively  administer  our  food  for  peace  program.  The 

Croblenis  we  face  in  fighting  hunger  and  malnutrition  ai-e  awesome, 
lit  working  together,  I  am  confident  we  can  meet  this  challenge. 
.  The  Chair.uax.  Thank  you  for  a  fine  statement,  and  you  timed  it 
perfectly.  Are  there  anj'  questions? 

J.  Senator  Dole.  Just  one. 
The  Chairmax.  Senator  Dole? 

1  Senator  Dole.  You  talk  about  this  transitional  sale.  I  do  not  know 
whether  you  were  here  this  morning,  but  we  asked  questions  of  Mr.  Bell 
and  one  other  witness  on  whether  fortified  food  is  being  used  under 
title  I.  How  would  this  transitional  sale  work?  As  they  indicated,  most 
of  these  blended,  prl>(^essed,  or  fortified  go  under  title  II.  ^'ou  say  it 
would  be  n  step  up  from  title  II,  but  how  would  it  actually  operate? 

.Mr.  IvRAUsE.  I  have  tried  to  sell  blended  foods  under  title  I,  calling 
op  the  embassies  here  in  Washington  and  on  governments  overseas. 
These  rountrich  desire  to  buy  the  greatest  number  of  pounds  of  food  for 
tlieir  people,  and  they  therefore  purchase  the  less  nutritious  and 
cheaper  whole  grains.  The  suggested  transitional  sales  program  might 
pi'ovide  some  measure  of  subsidy  that  would  equalize,  dependii^  on 
the  oircunistances  in  the  particular  eountpi',  the  cost  of  the  blended 
foods  with  the  cost  of  the  grains  for  wlii<;h  tliey  might  partially  sub- 
stitute. It  requires  a  certain  amount  of  blended  foods  to  support 
school  feedhig  programs  that  the  voluntary  agencies  have  set  up. 
Therefore,  there  would  be  a  degree  of  price  equality  established 
between  blended  foods  with  all  the  extra  nutrition  provided,  and 
wjiolc  grains. 

Senator  Dole.  Are  there  any  efforts  made  by  the  Department  to 
encourage  certain  portions  of  blended  foods  be  taken  with  wheat, 
com,  or  whatever? 

..Mr.  Kr.\use.  Under  title  I? 

■  Senator  Dole.  Yes. 
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Mr.  Kratjse.  I  think  the  Departement  of  Agriculture's  portion  has 
hewi  that  they  will  tr^-  to  respond  to  a  request  for  a  commodity  froin 
the  government  who  wishes  to  buy.  Title  I  U,  and  I  hope  we  do  not 
forget  it,  a  market  development  prt^am,  as  well  as  one  to  provide- 
food  for  needy  peoples  under  today's  scarcity  situation. 

Senator  Dole.  Thank  you. 

The  Chairman.  Are  there  any  furtJier  questions? 

Senator  Clark.  Mr.  Kraiise,  your  company  is  a  major  producer  of 
blended  foods  under  title  II.  It  would  seem  to  me  the  major  single- 
problem  under  title  II  has  been  the  changing  levels,  or  lack  of  conti- 
nuity. You  go  in  and  start  a  food  program  in  the  schools,  and  next 
quarter  or  half,  you  end  it,  and  go  and  try  to  start  it  the  next  time, 
end  it  again,  and  so  forth.  That  is  a  problem  in  terms  of  the  recipient 
country.  On  your  end  of  it,  in  purchaemg  these,  what  Idnds  of  problems 
does  this  cause?  What  are  the  dimensions  of  that  fluctuation  in  your 
company,  and  how  has  that  affected  you? 

Mr.  ivBAUSE.  The  puicha.ses  of  corn-base  blended  foods — and  the.<ie 
are  purchased  on  monthly  competitive  procurementH — have  ranged 
from  a  low  of  5  or  6  million  pounds  a  month  to  a  high  of  65  million 
pounds  a  month.  There  are  great  difficulties  in  making  production 
equipment  available  when  it  is  needed.  Ingredient  purchases  with 
this  kind  of  procurement  range  have  been  particulai  ly  critical  in  recent 
years,  when  we  did  not  know  from  month  to  month  what  the  level  of 
programing  was  to  be.  While  I  understand  the  reasons  for  the  delay 
m  establishing  programs,  it  really  is  critical  to  the  most  effective  use 
of  all  these  foods  under  title  II  that  we  know  in  advance  todjiv  what 
we  are  going  to  ship  in  fiscal  1976.  Then  commitments  can  be  made 
with  vcluntary  agencies  and  the  recipient  governments  so  that  we  cau 
develop  the  infi  astructure  and  then  deliver  on  the  pr(^ram. 

Senator  Clark.  That  seems  particularly  important,  because  you 
cannot  use  that  for  anj'thing  else,  can  you?  You  do  not  sell  these- 
oommoditics  to  anyone  else  m  the  United  States.  Why  do  you  not 
sell  in  the  United  States?  Why  are  those  commodities  not — is  no  one 
interested  in  buying  blended  foods  here? 

Mr.  Kraitse.  I  think  you  are  buying  blended  foods  more  and  more 
in  the  United  States.  You  are  getting  more  fortification,  more  enrich- 
ment, in  all  the  standard  products  vou  take  home  from  the  grocery 
store.  What  we  are  trying  to  develop  for  overseas  shipment  under 
Public  Law  480  is  a  product  that  can  be  produced  at  a  l<»w  cost,  uni- 
versally applicable  to  as  many  different  feeding  situations  as  possible, 
which  can  be  sold  at  a  low  price  and  not  trying  to  develop  a  special 
fortified  pancake  mix  on  one  hand,  or  a  cake  mix  on  the  other. 

Senator  Clark.  One  last  question.  Is  there  any  danger  in  our  devwi- 
ejring  a  taste  for  blended  foods  abroad,  wheie  that  develops  in  a  very 
extensive  way,  then  those  countries  not  being  able  to  pick  that  up  on 
their  own  to  develop  a  self-sufficiency  or  a  partial  self-sufficiency  to^ 
blend  their  own  food? 

Mr.  Krau-SB.  Blended  foods  are  very  bland  in  flavor,  so  that  thoy 
are  most  adaptable  to  the  nonna!  dietary  habits  of  the  recipient  coun- 
tries. I  would  be  very  pleased  to  see  the  recipient  countries  develop  a 
frogram  of  producing  their  own  blended  foods.  The  Government  nt 
ndia  is  doing  just  that  right  now.  They  are  supplemoiiting  our  title  II 
program  with  a  blended  food  program  of  their  own.  We  are  helping 
them,  but  they  arc  doing  some  of  the  processing,  some  of  the  blcnd- 
*—  and  putting  in  some  of  the  ingredients. 
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Senator  Clark.  Any  other  country  that  you  know  of? 
Mr.  Kracse.  Jamaica,  undei  title  I,  has  purchased  some  blended 
!oo(ls,  and  is  making  them  into  products  that  are  being  distributed  as 
some  kind  of  a  bread  cake  in  the  school  lunch  program  there.  The 
(ioTemment  of  Brazil  has  also  purchased  foods  tor  their  school  pro- 
gram, and  is  looking  at  producing  them  locally. 
Senator  Clark.  Thank  you. 

The  Chairman.  Thank  you,  Mr,  ICrause,  for  your  contributions. 
Senator  YoujiO.  One  question. 
The  Chairman.  Senator  Young? 

Senator  Young.  Would  the  cost  of  transportation  for  blended  food 
l>e  much  higher  than  bulk  wheat,  com,  oi  soybeans? 

Mr.  Krause.  It  is  higher,  but  we  are  shipping  only  the  edible  por- 
tion of  the  grain.  So,  on  a  cost  to  deliver  ready-to-consume  food,  it  is 
Comparable.  You  do  not  have  the  bj-products  on  which  to  pay  ocean 
freight. 

Senator  Young.  Thank  you. 

The  Chairman.  Thank  you  very  much,  Mr.  Krause. 

{The  prepared  statement  of  Mr.  Kiause  follows:] 

-St.\tement 

Mr.  Chairmnn  and  members  of  the  Committee  on  Agriculture,  thank  you  for 
inviting  me  here  today  to  speak  about  our  Pood  for  Peace  ProKram. 

My  name  is  Charles  A.  Krause  and  I  am  President  of  the  Krause  Milling 
Cumpany,  faeudqiiartered  in  Milwaukee,  Wisconsin.  We  are  one  of  the  leading 
iTiiJlers  of  com  nnd  grain  sorghum  and  operate  jilants  in  Milwaukee,  St.  Joseph, 
Mj^ouri  and  Dodge  City,  I&nsae.  In  mid-1975,  we  will  enter  into  the  soybean 
pmcessiing  field  upcm  completion  of  our  new  facility  in  Loganaport,  Indiana. 
I  I  am  currently  Chairman  of  the  American  Com  MiUera  Federation  and  Co- 
Chainnan  of  the  Government  Liaison  Committee  of  Protein  Grain  Products 
International,  a  trade  aAsociation  comprised  of  producers  of  high-protein  blended 
fniKf)!,  However,  I  am  testifying  here  today  onlj'  in  my  own  personal  capacity  and 
as  President  of  Krause  Milling. 
Fur  nearly  a  decade  now  our  company  has  been  privileged  to  play  a  leading 

rfili'  in   the   Food  for  Peace  Program   by  producing  high-protein 

blended  aud  fortified  foody  for  distribution  ovei&eas. 

ROLE  OF  BLENDED  FOODS 


These  blended  foods,  like  c _  .  .         ■rh—-  - ■     -     - 

heva  develoTjcd  in  response  to  two  far-reaching  amendments  to  Public  Law  480 
pa^^'fd  by  Congress  in  1966.  In  that  year  Congress  stated  that  the  policy  of  P.L. 
4S0  included  a  humanitarian  commitment: 

■'.  .  .  to  use  the  abundant  agricultural  productivity  of  the  United  States  to 
«oniliat  h<mger  and  n)alnutrition  and  to  encourage  economic  development  in  the 
jevpkiping  countries." 

To  c:»rry  nut  this  commitment  to  combat  hunger  and  malnutrition.  Congress 
■decided  that  blended  and  titrtified  foods  should  plov  a  strategic  role.  Thus,  in 
the  ^ame  year,  Congresa  authorized  the  Commodity  Credit  Corporation; 

"In  iiddition  to  the  cost  of  acquisition,  to  pay  with  respect  to  commodities  made 
available  under  Title  II  of  the  Act  costa  for  packaging,  enrichment,  preservation 
and  fortification.  .  .  ." 

In  response  to  these  amendments,  Krause  Milling  Company  and  other  food 
processors,  with  guidance  from  the  Agricultural  Research  Service  of  USPA, 
the  Nutrition  Division  In  AID,  and  the  National  Institute  of  Health,  have 
developed  a  number  of  specially  formulated,  low-cost  foods  speeifically  designed  to 
ine^-t  the  full  nutritional  needs  of  peoples  in  the  developing  countries. 

The  first  of  these  blended  foods  to  be  developed  and  programmed  under  the 
P.L.  480  program  was  CSM,  com-soya-milk.  Since  1968  over  3  billion  pounds  of 
CSM  have  been  shipped  to  over  100  countries  primarily  under  Title  II  of  P.L. 
480.  Developed  to  meet  U8DA  guidelines,  CSM  constste  of  W  per  cent  precooked 
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com  raenl,  24  per  cent  soy  flour,  5  per  cent  non-fat  dried  milk,  and  r*  per  cent  soy 
oil,  supplemented  with  a  full  array  of  the  vitamins  and  minerals  required  in  ii 
health  diet.  C8M  contains  20  per  cent  protein  and  h»ts  a  priiloin  efficiency  ra%u> 
of  2.4^ — almost  equal  to  the  2.5  ratio  of  non-fat  dry  milk  and  3  times  greater  than 
the  protein  efficiency  ratio  of  regular  com  meal. 

Mr,  Chainnan,  CSM,  like  other  blended  or  fortilied  foods  developed  tor  use  in 
the  Food  for  Pence  Program  is  not  a  magical  food;  the  rav.'4;ing  efTecls  uf  mal- 
nutrition do  not  vanish  upon  one  or  a  dozen  servings.  But  the  nutritionul  imjiact  of 
these  foods,  particularly  when  used  in  carefully  planned,  continuous  feeding 
programs,  is  tnily  remarkable.  For  example,  at  a  wholesale  cast  of  about  14  cents 
per  pound,  depending  upon  commodity  marketi,  one  pound  of  CSM  per  day 
will  sup|>ort  a  growing  child  with  his  daily  caloric  and  nutritive  requirements. 
The  large  vitamin  A  jsupplement  (a  vitamin  so  often  lacking  in  the  diets  of  the 
malnourished)  has  dramatically  reduced  the  incidence  of  night  blindness  among 
recipient  groups.  Similarly,  the  presence  of  iron  heliis  in  warding  off  blood  disease. 

Other  features  of  these  producta  which  make  tnem  so  effective  are  their  wide 
acceptability  and  versatility  and  the  fact  that  little  or  no  preparation  is  needed 
before  consumption.  It  was  designed  as  a  bland  food  thnt  could  Ik?  eaten  alone  as 
a  porridge  or  added  to  familiar  native  dishes  without  significnntly  changing  their 
acceptability.  For  example,  it  can  i>e  formed  into  a  dough  and  Ihis  property  has 
greiitly  added  to  its  acceptability.  In  Latin  America,  CSM  has  been  used  to  make 
tortillas,  empanadas,  puddings,  soups  and  turnovers.  In  India,  CSM  is  used  t< 


make  "dal,  a  highly  spiced  puree,  "chapittis"  and  "halva",  all  traditionnl 
dishes  flavored  with  locally  supplied  condiments.  Soy-fortilied  sorghum  grils 
(SFSG),  a  blend  of  85  per  cent  dchulled  and  degermcd  grain  surghum  and  15 
per  cent  soy  grits,  when  cooked  reseiriblcs  rice  in  both  apiieivrance  and  lastr. 
Introduced  in  1973,  SFSG  ha"  met  with  wide  Hcccptanee,  pnrticularly  in  the 
Sahel  areas  of  Africa  and  in  Asia  where  grain  sorghum  is  now  widely  ccnsumcd 

Blended  foods  are  flexible  and  can  be  formulated  to  meet  s|>erial  logistical  or 
economic  factors.  When  a  product  was  needed  that  could  be  quickly  prt-pared  in 
areas  where  fuel  is  scarce  or  non-exktent,  an  Instant  CSM  was  developed  for 
distribution  in  refugee  camps  and  desert  or  flooded  areas.  Instant  CSM  is  com- 

Eletely  pre-cooked  and  can  be  added  to  hot  or  cold  jiotaljle  water  to  yield  a 
everage  for  small  children  or  a  gruel  for  adults.  It  is  also  lieing  widely  pro- 
gnunmed  in  lake-home  tccdinK  programs  aimed  at  pre-school  children,  which  are 
the  top  priority  category  in  Title  II  iirogrnms.  When  non-fat  dried  milk  prices 
rose  sharply,  a  com  soy  blend  ("CSB")  was  developed  with  the  milk  in  CSM 
replaced  by  an  increase  in  the  corn  meal  components,  CSB,  with  a  protein  efficiency 
ratio  of  2.3,  approaches  CSM  in  nutritive  value  and  possesses  the  some  cooking 
characteristics,  but  costs  substantially  less  than  CSM. 

HOMANITARIAN  rBEDlNO  PROGRAMS  UNDER  TITLE  II 

In  the  Food  for  Peace  Program,  blended  foods,  aside  from  their  use  in  emergency 
and  disaster  relief  programs,  have  been  used  most  effecti\'ely  in  feeding  programs 
aimed  primarily  at  those  groups  most  vulnerable  to  malnutrition — -nursing  and 


expectant  mothers,  infants,  and  young  children.  A  typical  feeding  program  ad- 
ministered  by  a  non-i)rofit  voluntarj-  agency  like  CARE,  Church  World  Ser\-ice, 
or  Catholic   Relief  Service  may  center  around  a  matern.al  child  health  center 


(MCH)  where  the  mother  receiver  the  blended  foods  product,  is  taught  how  to 
prepare  and  serve  it  and  is  also  taught  the  basic  rudiments  of  soimd  nutrition. 
School  feeding  jtrograms  are  also  .-mother  common  vehicle  for  the  serving  of 
blended  foods.  In  India,  the  government,  us  a  national  policy,  is  committed  to 
giving  every  child  a  school  lunch  and  is  making  a  substantial  financial  contri- 
bution on  both  a  state  and  federal  level  to  achieve  this  goal.  Voluntary  agency 
workers  administering  school  lunch  programs  in  India  and  other  countries  ha\e 
found  the  learning  capacity  of  children  increases  dramatically  \\hen  they  are 
served  blended  foods  at  school  on  a  regular  basis. 

Without  intending  to  understate  the  immense  achievements  of  our  emergency 
and  disaster  relief  feeding  programs,  it  is  in  regular,  continuous  nuiteniul  and 
child-feeding  programs  that  sub«tanli:d  inroads  against  nuilnutritiun  can  lie 
best  achieved.  The  United  Nations  Protein  Advisory  (jruup  has  estimated  that 
300  million  children  in  developing  countries  will  suffer  from  maladies  attributable 
to  protein  deficiency,  including  retardation  of  physical  and  mental  growth.  A 
September,  li»74  GAO  report  to  Congress  estiinates  that  in  the  de\eloping 
countries,  30  per  cent  of  all  children  die  before  reaching  their  fifth  birthday,  nnd 
most  of  these  fatalities  are  attributable  to  chronic  malnutrition  which  not  only 
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makes  a  child  more  susceptible  to  disease  but  diminishes  his  recuperative  abilities. 
Mr.  Chairman,  the  b&ttle  against  malnutrition  cannot  be  fought  on  a  sporadic 
and  intermittent  basis;  real  progress  depend))  upon  a  multi-faceted  and  continuous 
commitment,  including  nutrition  edacation  and  the  use  of  tkigh-protein  blend^ 

Your  re-evaluation  of  our  Food  for  Peace  Profram  is  most  timely  in  thi*  new 
era  of  limited  supplies  and  rising  food  prices,  la  this  period  it  is  particularly- 
important  that  the  programming  of  blended  foods  he  emphasized.  For  example, 
the  processing  of  blended  foods  results  in  less  grain  disappearance  at  home  since 
the  by-products  are  iised  in  the  U.S.  market.  For  every  10  pounds  of  precooked 
Com  meal  produced  for  use  in  blended  foods,  there  are  also  generated  as  by- 
products tivc  pounds  of  hominy  feed  and  three  quarters  of  a  pound  of  crude  corn 
oil,  both  of  which  are  consumed  here  in  the  U.S.  Production  of  proceB,sed  foods 
adds  to  domestic  employment  and  incrpa.sec  taxable  revenues  which  would  be  lost 
if  the  whole  grain  were  shipped  abroad.  Moreover,  in  shipping  blended  foods  better 
Utilization  of  transportation  results  since  only  the  eidble  product  ia  transported. 
Finally,  since  these  are  sjiecia!  purpose  foods  for  target  groups,  they  move  tnrough 
apecitic  channels  and  distribution  points,  thus  avoiding  regular  commercial 
channels. 

Mr.  Chairman,  as  a  representative  of  one  of  the  leading  producers  of  blended 
foods  used  in  the  P.L.  480  program,  I  do  not  appear  as  a  "aisinterested"  witness 
on  this  subject.  However,  after  attending  the  World  Food  Conference  in  Rome  and 
travelling  and  listening  to  the  grim  statistics  about  the  widening  food  shortage 
in  the  developing  countries,  I  have  become  more  convinced  than  ever  that  blended 
(oodn  itfe  not  only  good  business,  but  represent  sound  policy  in  our  food  assistance 
programs. 

In  an  attempt  to  determine,  first  hand,  the  impact  of  our  feeding  programs  on 
the  iirohlems  of  malnutrition  and  hunger,  I  have  made  five  overseas  tnps  to  recii>i- 
ent  countries  since  11163.  In  addition,  other  ofHcers  and  employees  of  Krnuse 
Milling  have  traveled  extensively  oversea-;. 

In  our  travels,  we  have  encountered  a  wide  variety  of  programs  using  full 
nutrition  and  fortified  foods,  from  the  refugee  feeding  in  Biafra  during  the  civil 
war  in  Nigeria,  to  the  massive  feeding  programs  in  India  and  Bangladesh  which 
reached  se\'eral  million  refugees  during  the  latter  country's  struggle  for  independ- 
ence, (-ontinuing  as  a  model  effort  is  the  structured  CARE  SehoolLunch  Pn>griim 
in  India  which  distributes  fortified  food  to  some  10  million  school  children.  Several 
years  iigo  in  the  Philipijincs  the  Ciitholic  Relief  initiated  a  program  in  which  the 
feeding  of  nuiritioiis  fimds  and  nutrition  education  were  brought  together,  and 
this  type  of  program  has  spread  to  other  countries. 

You  simply  cannot  overstate  the  efFecti\'e  way  in  which  these  feeding  programs 
are  developed  and  controlled  by  the  voluntary  agencies  and  the  Food  for  Peace 
Ofllce.  One  illustration  will  give  you  an  idea  of  the  management  exjjcrtise  that  is 
employed.  During  my  first  trip  to  India  in  1969  we  were  tra\-eling  across  northern 
India  by  jeep.  At  one  schnol  we  checked  the  records  of  inventory  and  usage, 
maintained  daily  by  the  headmaster,  and  then  went  back  to  check  the  stocks. 
Not  only  was  the  inventory  accurate  to  the  bag  but  it  even  indicated  that  about 
30  pounds  would  he  left  in  one  50  pound  sack.  We  weighed  the  hag  and  found  it 
was  within  two  pounds  of  the  inventory  figure.  This  was  al  a  CARE-managed 
midday  meal  jirogram  in  a  school  that  was  feeding  1 JO  children  daily.  The  distribu- 
tion controls  and  invent^ry  management  system  wotild  be  a  credit  to  the  mo^t 
sophisticated  information  system  in  thLs  country. 

In  all  of  our  tnivels,  we  repeatedly  heard  how  school  attendance  increased  by 
2,"i  to  ,"iO  per  cent  when  children  knew  a  midday  meal  program  was  <)perntive. 
The  teachers  noted  definite,  measurable  improven\ent  in  the  learning  capacity  of 
children  regularly  ha\-ing  a  school  lunch. 

In  March  of  1*972  I  made  my  first  trip  to  Bangladesh  just  a  few  months  after 
the  war  ended.  Here  two  voluntas  agencies  worked  closely  together  to  deliver 
In-stant  and  Instant/ Sweetened  CSM  to  the  young  children:  UNICEF  was  the 
agency  responsible  for  distribution  in  the  emergency  period  immediately  following 
the  war,  but  lacking  sufficient  personnel  experienced  in  feeding  programs  of  this 
kind  they  hired  from  CARE,  on  a  lend-lease  basis,  key  personnel  to  develop  and 
manage  a  distribution  infrastnicture  for  all  of  the  districts  in  Bangladesh. 

When  I  returned  to  Bangladesh  a  vear  later,  food  was  flowing  into  all  areas- 
and  -■some  1,1)00,000  children  were  being  fed  daily  with  Title  II  blended  foods  in 
2.788  feeding  centers.  We  heard  numerous  stories  of  miraculous  recovery  from 
night  blindness  due  to  Vitamin  A  deficiencies  as  well  as  increased  school  attend- 
ance. The  In-^itant  CSM  was  simply  mixed  with  cold  water  and  made  into  a  giant 
ball,  like  a  snowball,  which  the  children  ate. 
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On  a  visit  to  the  Philippioes  in  1972,  i  visited  &  Catholic  Relief  Service  Maternal 
Child  Health  Center  outside  Manila.  The  children,  primarijy  preschoolers,  would 
come  daily  to  the  center  with  their  mothers  Mid  participate  in  a  special  nutrition 
education  program.  The  mothers  learned  in  a  graphie  way  through  lectures  and 
pictures,  why  protein  and  a  balanced  diet  were  necessary  for  the  good  health  d 
their  children.  Demonstrations  of  various  ways  to  prepare  CSM  by  incorporating 
it  into  local  dishes  were  shown  to  mothers.  These  Matcmal  Child  Health  Care 
Programs  were  reaching  1,750.000  young  people  in  the  Philippines  at  that  time 
and,  in  part,  are  responsible  for  mahing  adequate  nutrition  one  of  the  highest- 
priority  objectives  of  the  Philippine  government  today.  Just  recently  a  nutrition 
center  has  been  built  by  the  Pnilipptne  government  at  a  cost  of  over  one  miUioD 
U.S.  dollars.  The  nutrition  and  child  feeding  program.^  initiated  by  the  American  -i 
Volags  and  supplied  by  Title  II  blended  foods  certainly  contributed  significantly  ^ 
to  this  development. 

In  Africa  and  Latin  America,  Catholic  Relief  Service,  Church  World  Servicer 
and  CARE  hnve  al)  made  u-te  of  a  simple  yet  effectivo  technique  of  showings 
mothers  how  the  Iwialth  of  their  youngsters  improves  when  they  are  properly — 

noiuished.  Each  mother  is  given  a  chart  showing  the  weight  of  her  baby.   Pre 

printed  on  the  cllart  is  a  line  showing  the  jiroper  weight  for  a  child  of  a  given 

age.  The  child  is  weighed  at  frequent  interval!)  and  the  new  weight  entered  on_ 
the  graph.  For  children  consistently  fed  full-nutrition  and  fortified  blended. 
foods  the  gap  between  the  child's  weight  and  the  target  line  narrows  dramatical^. 
Sometimes  the  cards  are  given  to  the  mothers  to  keep,  other  times  they  are- 
posted  on  the  walls  of  the  nutrition  center  for  all  to  compare.  The  dramatic 
improvement  in  the  he^th  of  most  of  the  children  brings  home  the  great  value  in 
human  term*  of  our  Food  for  Peace  Program.  Similarly,  you  can't  help  feeling 
personally  in\'Olvcd  when  you  see  a  chart  stop  abruptly  due  to  the  death  of  the 
child.  In  many  cases,  death  is  caused  by  a  disease  not  associated  directly  with 
malnutrition  hut  certainly  a  child's  chances  of  conquering  diaeaae  is  lessened 
if  he  is  undernourished. 

It  is  these  on-going,  well-developed  programs  with  a  significant  input  and 
commitment  from  the  recipient  countries  that  represent  the  very  best  in  our 
humanitarian  food  aid  programs.  Naturally  we  mu^t  respond  quickly  to  emer- 
gency .situations  when  tney  arise.  However,  it  is  in  these  continuing,  established 
programs  that  food  can  beet  be  used  as  a  development  tool  that  will  have  long 
range  and  faj'-reaching  implications  for  the  future  well-being  of  the  people  in- 

ASSCRING    SUPPLY    CONTINTJITT    FOR    ESTABI.I3HKD    FBEDINU    FROORAHS 

All  the  adv.inces  toward  healthy  nutrition  in  a  humanitarian  feeding  program 
under  Title  II  are  contingent  upon  the  steady  fk>w  of  food  into  that  pro-am. 
When  supplies  are  curtailed  or  interrupted,  becau.se  of  "commodity  availability" 
restraints,  wage-price  or  export  controls,  commodity  selection  of  unfortified 
food*  to  save  money,  or  simply  because  of  the  diminished  buying  power  of  ths 
foreign  aid  dollar,  the  battle  against  malnutrition  is  set  back,  sometimes  lost, 
BR  program-<  die.  This  Committee  is  of  course  painfully  aware  of  the  recent  trend 
in  the  levels  of  donations  under  Public  Law  480.  The  President's  recent  Annual 
Report  to  Congrens  on  AgricaUural  Aclivilies  under  Public  Imw  480  reported  that: 

'Tn  calendar  year  1973  exports  of  agricultural  commodities  under  Ptiblio 
Law  480  were  valued  at  approximately  Sl'tO  million.  This  is  a  decrease,  in  terms 
of  value,  of  about  30  per  cent  from  the  previous  year  [1.1  billion]  and  is  the  lowest 
level  of  shipments  since  19o4,  the  first  year  of  the  program." 

Because  of  the  impact  of  inflation,  dollar  amounts  do  not  tell  the  full  story 
of  our  decreasing  shipments  under  Public  Law  480,  The  Annual  Report,  January 
J9T5  of  the  Council  of  Economic  Advisors  reveals  that  Public  Law  480  shipments 
fell  from  10  million  ton-s  in  fiscal  1972,  to  approximately  7  million  tons  in  fiscal 
1973  and  to  less  than  4  million  tons  in  fiscal  1974. 

The  resultJ^,  in  human  terms,  are  compelling — according  to  AID  figures,  the 
numbers  of  those  participating  in  regular  Title  11  feeding  programs  dropped 
almost  30  per  cent,  from  63. o  million  to  4J.6  million  iietween  fiscal  years  1973 
and  1974.  During  that  period  participants  in  the  niaternal  child  feeding  pro- 
gram dropped  from  14.4  to  11.4  million;  those  in  school  feeding  from  36  to  25 
million  and  those  in  food  for  work  from  11  to  8  million. 

The  results  of  these  curtailments  are  particularly  devastating  on  infants  and 
young  children,  those  most  vulnerable  to  malnutntion.  School  attendance  falls. 
Children  who  do  attend  classes  exhibit  diminished  learning  capocitiea:  night 
bUndness  and  other  malnutrition -related  diseases  increase  aai  the  physical 
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and  mental  development  of  millions  of  children  Is  slowed.  In  food  for  work  pro- 
grams, much  needed  projects  like  the  construction  of  irrigation  systems  and  roads, 
neceaaarj'  for  a  country  to  improve  its  at^ricultural  output,  go  imfinished  or  the 
completions  are  delayed.  The  curtailment  of  feeding  ptograms  also  leads  to  the 
dismantling  of  an  infrastructure  developed  by  a  voliintsiy  ^ency  in  wfcich 
local  administrators  are  trained  in  the  techniques  of  food  distribution,  healtb 
care  and  nutrition  education. 

Disruptions  in  supply  also  have  a  counter-productive  Impact  here  at  home. 
Faced  with  widely  fluctuating  monthly  procurement  levels,  producers  are  unable 
to  formulate  any  coet-saving,  lonK-rflnge  plans.  It  such  planning  were  pcssible, 
production  costs  could  be  lowered  due  to  stable  work  crews,  more  eRective  in- 
gredient purchases,  production  scheduling  to  ininimi£e  overtime  and  better  use 
Of  available  production  facilities. 

ADHIBTUENTa  NEEDED  FOR  TBE  7UTURB 

Mr.  Chturmon,  it  now  seems  clear  that  if  we  are  to  effectively  carry  out  the 
humanitarian  policy  of  our  Food  for  Peace  Program — ".  .  .  to  combat  hunger 
and  mnlnutrition  and  to  encourage  economic  development  in  the  developing 
countries"  we  must  provide  for  greater  supply  continuity  and  flexibility  by  re- 
wording the  "commodity  availability"  restrictions  of  (401  of  Public  Law  480. 
This  provision  currently  prohibits  the  disposition  of  any  commodity  under 
Public  Law  480  vihete  this  ivould  reduce  the  supply  of  that  commodity  below 
that  needed  for  domestic  requirements,  adequate  carryover,  and  anticipated 
commercial  exports. 

As  you  know  Mr.  Chairman,  this  Committee  reported  out,  and  the  Senate 
passed,  in  the  closing  days  of  the  last  Congress,  Senator  Humphrey's  bill,  S.  2792, 
which  would  have  added  much  needed  fiexibilitv  to  S401  by  permitting  part  of 
our  exportable  supply  to  be  used  in  the  Public  Law  480  program.  The  Adminis- 
tration also  had  proposed  a  bill  similar  to  the  one  introduced  by  Senator  Hum- 
phrey. Unfortunately,  in  those  hectic  days  of  the  last  session,  the  House  of 
Representatives  was  unable  to  act  on  the  measure  and  It  died. 

In  again  considering  an  amendment  to  $401  this  session  the  Committee  may 
also  'ftish  to  consider  whether  more  certainty  as  well  as  flexibility  should  be 
incorporated  into  a  commodity  availability  provision.  I  am  suggesting  that  a 
minimum  and  maximum  percentage  of  the  exportable  supply  of  each  major 
crop  or  commodity  be  available  for  disposition  under  Public  Lau  480. 

By  casting  commodity  availability  in  percentage  terms,  ns  related  to  anticipated 
exports,  everyone  concerned — recipient  countries,  voluntary  agencies,  domestic 
producers  and  our  program  administrators  would  be  able  to  develop  longer  term 
ptans  for  dlslribution,  feeding  programs  and  production.  I  suggest  n  minimum 
percentage  of  perhaps  .t  per  cent  of  anticipated  exports  as  a  reasonable  minimal 
ooramitiiieiit  of  our  agricultural  abundance.  Since  exports  of  feed  grains  are 
approximately  20  percent  of  our  total  pFoduction,  a  5  percent  minimum  figure 
would  constitute  about  1  percent  of  our  total  feed  grain  production.  In  any 
event  this  minimum  percentage  concept  would  not  exceed  statutory  iiuthemation 
levels  currently  provided  for  in  Public  Law  480.  Regarding  a  mnxinium  percent- 
age, I  have  no  set  figure  in  mind,  but  I  believe  enough  flexibility  should  be  in- 
corporated in  the  provision  so  that  the  President  could  exceed  the  r  " ' 
meet  emergency  situations. 

A  percentage  figure  would  demonstrate  also,  that  oi 
bos  a  miniscule  inflationary  impact.  In  calling  for  e  .  . 
year,  the  administration  observed  that  a  greater  flexibility  would  have  "*  ■-  ■' 
little  impact  on  the  total  su|)plieM  of  any  commodity,  as  quantities  exported  under- 
Public  Law  480  represent  very  small  proportions  of  supply  and  total  exports 
for  most  commodities."  The  administration  stated  that  in  Hscal  year  1974  only 
2.8  and  l.ft  percent  of  our  total  exports  of  wheat  and  feed  grains  respectively, 
were  exported  under  the  Food  for  Peace  Program.  The  figures  for  blended  foods 
are  even  more  striking.  Using  statistics  from  the  Commodity  Credit  Corporation 
and  the  Economic  Research  Service  of  USDA,  our  company  computed  that  in 
fiscal  1974,  less  than  one-tenth  of  one  percent  of  the  U.S.  com  and  grain  sorghum 
crop,  or,  less  than  one  half  of  one  percent  of  our  feed  grain  exports  went  into 
blended  foods  used  in  the  P.L.  480  program. 

Thus,  the  committee  might  also  wish  to  consider,  within  the  stated  percentage 
for  each  crop,  establishing  a  percentaRe  which  should  be  devoted  to  the  use  of 
Mended  and  fortified  foods.  I  suggest  that  a  minimum  of  20  p»cent  of  the  alloca- 
Oon  for  each  crop  be  in  the  form  of  blended  and  fortified  foods.  As  you  will  recall, 
a  similar  concept  was  passed  by  the  Senate  last  year  in  adopting  Senator  Clark's 
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amendment  tn  the  Agriculture  Appropriations  bill.  Although  this  proviRion  was 
deleted  by  the  Conference  Committee,  the  concept  was  supported  in  the  Com- 
mittee Report. 

Another  subject  which  this  Committee  should  consider  I  believe,  is  pro\'iding 
Tor  a  new  transitional  sales  program  for  blended  and  fortiiled  foodis.  Such  a  pro- 
^nm  would  be  a  step  up  from  Title  II  donations  for  nations  not  yet  able  to 
enter  into  Title  T  full  commercial  transactions  with  their  limited  foreign  exchange. 
Now  countries  who  do  make  Title  I  purchases,  while  realizing  the  nutritional 
l>cnelits  of  blended  foods,  feel  compelled  to  maximize  the  quantity  of  foods  they 
buy  by  purchasing  cheaper,  butlessnutritious  wholegrains.  Such  a  program  might 
provide  a  range  of  suMidies  depending  upon  each  country's  indlviduoi  circum- 
stances. They  would  thus  be  encouraged  to  buy  blended  foods  thereby  improving 
the  nutrition  of  their  young.  In  this  way,  blended  foods  would  be  able  to  compete 
on  :i  limited  basis,  with  whole  grains. 

Mr.  Chairman,  the  above-outlined  suggOBtions,  I  believe,  will  enable  us  to  more 
■effectively  administer  our  Food  for  Peace  Program.  As  you  know,  the  problems 
we  face  in  fighting  hunger  and  malnutrition  nnd  in  helping  countries  improve 
their  agricultural  production  are  awesome  ones,  but  working  together,  1  am 
confident  that  we  can  meet  this  challenge. 

The  Chairman.  The  next  witnesses  are,  I  believe,  appearing  en 
bloc:  Mr.  James  J.  Norris,  chairman,  American  Council  for  Voluntary 
Agencies  for  Foreign  Service,  New  York,  N.V ;  Mr.  Prod  W.  Devine, 
■deputy  executive  director,  CARE,  in  New  York;  Mr.  Edward  M. 
Kinney,  assistant  to  the  executive  director.  Catholic  Relief  Services, 
U.S.  CathoHc  Conference,  New  York;  Melvin  B.  Myers,  director, 
material  resources,  Church  World  Service,  New  York. 

STATEUEHT  OF  JAKES  J.  NORRIS,  CHAIRUAN.  AMERICAN  COUNCIL 
OF  VOLUNTARY  AGENCIES  FOR  FOREIGN  SERVICE,  NEW  YORK,  H.Y. 

Mr.  NoHRis.  Thank  you,  Mr.  Chairman.  It  sounds  like  the  four 
liorsemen,  but  it  really  is  not.  We  also  have  with  us  Mr.  Leon  O. 
Marion,  executive  director  of  the  American  Council  of  Voluntary 
Agencies  for  Foreign  Service. 

I  am  James  Norris,  and  I  serve  a^  chairman  of  the  American  Council 
of  Voluntary  Agencies  for  Foreign  Service.  ^'Iy  statement  is  a  brief  one 
and  genera!  in  nature,  with  three  recommendations. 

The  distinguished  chairman  and  Senator  members  of  this  committee 
are  well  aware  of  the  programs  of  the  voluntary  agencies  in  overseas 
countries  in  the  fields  of  health,  agriculture,  nutrition,  self  help,  and 
development;  and  I  think  there  is  no  need  to  repeat  the  fact  that  the 
■agencies,  as  a  group,  relipous  and  nonsectarian,  represent  a  broad 
constituency.  And  this  is  the  way  in  which  the  American  people  show 
their  comjiassion  and  concern  for  jieople  abroad.  On  many  occasion.'^, 
we  have  testified  about  the  importance  of  foot!  aid,  and  especially  in 
recent  years,  food  for  development  and  maternal-child  health.  We 
know  well  that  the  food  aid  has  saved  countless  lives,  reduced  mal- 
nutrition, and  has  helped  the  poorest  ])eople  work  toward  self-suffi- 
ciency. The  voluntary  agencies  nave  a  special  concern  about  helping 
women  in  development,  because  we  know  the  rural  woman  is  probably 
the  most  discriminated  against,  and  the  one  who  needs  the  most 
services.  It  is  the  voluntary  agencies  that  are  able  to  do  a  great  deal 
for  these  peasant  women,  who  are  in  such  an  unfortunate  state. 

Food  aid  has  always  been  a  valuable  vehicle  for  the  voluntary 
agencies  at  the  grassroots  level  in  promoting  self-help  initiatives 
and  in  narrowing  the  gap  between  the  rich  and  poor.  My  first  recom- 
mendation, Mr.  Chamnan,  concerns  the  fact  that  we  deplore  the 
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peat  reduction  in  humanitarian  food  in  recent  years.  Last  year, 
ihe  year  of  starvation  and  famine,  we  saw  a  reduction  of  food  aid 
to  one-half  of  what  it  was  in  1972.  So  our  recommendation  is  that, 
at  the  verj-  minimum,  there  be  a  return  at  least  to  the  fiscal  year  1972 
vohime  of  commodity  level. 

Our  second  recommendation  concerns  the  radical  and  sudden 
lowering  of  commodity  levels  that  result  in  nutritional  harm,  waste, 
and  program  disruption.  The  food  programs  of  the  voluntary  agencies 
are  developed  over  long  periods  of  tmie,  incoordination  with  voluntary 
agency  staff,  local  counterpart  agencies,  the  host  government,  the 
recipients  themselves,  as  well  as  large  numbers  of  local  volunteers 
lA-lio  help  their  own  people.  We  continue  to  advocate  a  long-range, 
Uuiltiycar  Government  food-aid  planning  system,  which  is  desperately 
neeilcd  in  order  to  enable  us  to  maintain  program  inteOTity. 

Access  to  food  is  a  basic  human  right,  and  sharing  this  food,  to  us, 
is  n  great  challenge.  The  question  is  not  whether  we  can  give  more, 
but  whether  wo  can  afford  not  to  give  more.  We  are  well  aware  of  our 
own  domestic  problems,  but  our  situation  must  be  seen  in  a  global 
conte.xt. 

Our  third  recommendation,  Mr.  Chairman,  comes  to  you  as  Mem- 
bers of  the  Congress,  who  have  ui^ed  that  the  United  States  partici- 
pate fully  in  efforts  to  alleviate  current  and  future  food  shortages 
tlireat<?nuig  the  world.  We  feel — and  this  is  our  recommendation — 
that  this  can  be  done  by  .supporting  both  the  spirit  and  the  letter  of  the 
World  Food  Conference,  where  it  was  shown  once  again  that  America, 
as  the  richest  Nation  and  with  the  greatest  control  over  life  and 
death  for  many,  through  its  food  and  other  resources,  must  provide 
leadership  in  the  works  of  peace  that  will  overcome  hunger,  misery, 
an.i  poverty  in  the  poor  lands  of  the  world.  Positive  action  at  this 
time  Dv  our  country  will  be  a  reaffirmation  of  our  tradition  of  humani- 
tarian concern  for  people  who  are  in  need,  wherever  they  may  be, 

Mr.  Chairman,  I  have  not  heard  the  Bible  quoted  here  today, 
but  I  think  it  is  customary  to  mention  the  Bible.  There  we  read 
about  the  rich  man  dying,  engulfed  in  flames,  begging  Abraham  to 
senfl  Lazarus,  to  dip  his  finger  in  water  to  cool  his  tongue.  Abraham 
replied  that  it  was  too  late,  the  great  gulf  had  been  fixed  between 
them.  IjCt  us  resolve  that  we,  while  we  have  it  in  our  power,  will 
narrow  that  gulf  by  our  compassion  and  generosity.  We  nave  listed 
our  recommemlations  on  our  statement. 

Thank  you,  Mr.  Chairman. 

The  Chaihman.  Thank  3'ou.  Please  proceed. 

Mr.  Myers, 

STATEMENT  OF  MELVIH  B.  MYEES,  DIEECTOE,  HATEHUL  RE- 
SOURCES FKOORAH,  CHUACH  WORLD  SERVICE,  NEW  YORE,  N.T. 

Mr.  Myehs.  My  name  is  Mel  Myers,  Church  World  Service,  and 
I  ask  that  the  statement  that  I  submitted  be  included. 

The  Chaikman.  Without  objection,  it  will  be  inserted  in  full  in  the 
record. 

Mr.  Myeiw.  T  would  like  to  highlight  several  points  in  it;  four  sug- 
gestions. But  first,  r  would  like  to  point  out  the  fact  that  the  American 
churches  of  which  the  National  Council  is  composed,  and  individuals, 
are  deeply  concerned  about  world  hunger;  and  so  far  this  year,  out  of 
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juwu-PttWif  Ijaw  480  r^fKiw^-^  our  bhipCDCViti-  tA  food,  idjpBl  from  XorU) 
J>allE<*ts.  N«Uradu  «j:id  04dabivm«.  and  W-Kzts  frum  Mkljieiia.  acd  <«.sh 
4<Mj#lioos  have  eoaJ^ed  ui^  to  ship  three  tiiae!;  it^  iduct  aoE-PabSt 
J^w  4W  food  no  fw  xim  ve«-  thajj  we  did  in  aB  <*f  la;=1  yemr.  Bi^i 
uo»%  one  dMioiuiiuilioii  uktue  litiie  nutbomed  us  la  secure  ^50D,00C 
worth  of  fertilizer  ajid  ship  h  to  Iiidia. 

We  jiave  four  tsu^;e«tiyn>^  t-o  mate  tom-ard  moTing  PubBc  Law  4SC 
beyond  food  aid  Jjito  a  broader  iot^trumem  for  the  self-derelopmeni  o) 
people.  FiPft,  we  su^ggest  i}jal  jiew  lefd-latitoi  iinlude  fertiiizer  along 
witfi  food  a*  a  Puhhc  Law  480  toinmodin'.  ITiis,  with  the  reslizadoa 
that  fertilizer  pla';ed  bi  the  hand*-  of  fanners  ou  the  village  level  in 
developing;  <y>untrie<»  where  we,  aud  otlier  agencies,  are  at  wvrk.  will 
iii'-rea^  local  food  production. 

Seooiid,  ini^e&Ked  hhipment  of  non-Public  Jmv  480  foods  by  oui 
a^iK;v  aiid  others  U  puttitu;  severe  presi-ure  on  the  already  limited 
AID  budget  for  of^aii  freight  reimbursement  of  volmilarj-  ageuciei 
for  luin-Publlc  I<aw  4W)  materiaU,  and  we  therefore  sup^esi  the  incor- 
poration inU)  new  Public  Law  4S0  ie^aslation  of  a  pro^'ision  for  the 
reimbursement  of  ocean  freight,  not  only  on  Public  Law  480  food 
but  Aiao  on  fi>od  )>iipplied  through  donation  of  tlie  American  people 
and  the  fertilizers  wcured  through  these  same  sources  of  donations 
Third,  we  would  endorse  what  Mr.  Xorris  has  already  referred  to,  the 
siJig^estioits  and  resolutions  of  the  World  Food  Conference,  particularlj 
RewlutiiHi  IK,  u  Ropy  of  which  is  attached  to  this  statement. 

And  lliially,  the  possibility  might  also  be  considered  of  allowing  th« 
use  of  funds  under  u  grant  of  Public  Law  480  funds,  for  the  purehase 
of  agrictiltural  hand  tools,  irrigation  pumps,  and  other  implements  and 
maU'rinIs  that  would  enable  the  poorest  farmers  in  a  developing  coun- 
try to  increase  their  own  agricultural  productivity. 

We  recognise  tlie  fact  that  section  204  funds  are  available.  But  these 
are  only  availnhle  in  certain  countries,  and  not  in  the  ones  in  which 
the  ntit'A  may  Im*  the  greatest.  These  su^estJons  are  designed  to  make 
Public  Law  4S1)  Ingislutiou  a  more  effective  instrument  for  food  pro- 
duction and  diiVftlnpnient.  They  are  fully  in  keeping  with  the  thrusi 
of  tlie  World  Kiiod  ('onference.  Tlie  apparent  increase  in  pressure  foi 
political  use  of  Public  Law  480  is  of  serious  concern  to  triLs  agency 
W«  look  upon  the  growing  public  support  of  private,  voluntary  agencj 
ftMsisI  iuii;(>  iiM  an  enconragenipnt  for  tne  strengthening  of  the  humam- 
liiriim  iMpitcl^s  of  Public  Law  480. 

Thutik  you,  Mr.  Clminnnn. 

Tlie  ( 'iiAiKM.iN.  Thiink  you  Mr.  Meyer. 

Mr.  iJeviue. 

STAIElilEnT  or  FRED  W.  SEVINE,  SEfUTT  EZECtTTIVE  DIBECTOB 
CARE,  NEW  YORK,  N.Y. 

Mr.  Oevine.  Mr.  Cliflinnan,  I  am  Fred  Dcvine.  We  do  not  hav< 
a  prinlod  slatt'mont  at  tlie  moment.  We  would  like  permission  t< 
Hubmil  one  at  n  Inter  lime.' 

Tho  t'li.MHUAN.  Without  olijot'tion,  yon  may  submit  it  for  th( 
rpconl. 

Mr,  Devinr.  I  might  ntake  a  short  statement  on  behalf  of  CARE 
ftud  Mr,  Otiiriu,  our  executive  director,  who  wat;  to  be  here  according 
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f     lo  the  j^enda,  unfortimately  could  pot  attend.  But  he  wished  me  to 

report  to  the  committee  that  CARE,  as  one  of  the  voluntary  agencies, 

has  been  using  the  Public  Law  480  Title  2  commodities,  ever  since 

Ihc  act  became  available  to  us.  Basically,  our  programs  are  in  the 

■area  of  matemal-cliild    health,    preschool-aae    children,    school-age 

■ciiildreu,  and  food-for-work  type  programs.  Up  until  1972,  we  were 

feeding  about  28  million  children  worldwide  m  some  34  countries. 

Today,  based  upon  AID  anticipated  approval,  those  programs  have 

feeen  arbitrarily  reduced  to   18  million  recipients.  I  say  arbitrarily 

-l>ecause  the  reductions  are  made  by  the  subcommittee  of  the  ISC 

Avithout  consultation  of  the  voluntar}'  agencies,  so  that  it  makes  us 

"A-ery,  very  \ulnerab!e  in  deahng  with  recipient  governments  when 

"w^e  request  them  to  provide  a  great  deal  of  their  resources,  both 

material  and  manpower,  in  support  of  these  programs. 

We  are  very  hea\'iiy  involved  in  school  lunch  programs  worldwide, 
^e  tend  to  feel  that  utilization  of  food  in  the  school  lunch  program 
is  of  the  utmost  importance,  primarilj-  because,  without  an  educated 
population,  any  development  moneys  that  are  made  available  will 
have  a  great  deal  of  difficulty  in  being  properly  utilized.  We  also 
tend  fo  feel  that  if  the  concern  is  as  it  should  be  uj  the  area  of  nutri- 

,  lion,  then  where  the  child  m,  and  where  he  is  a  captive  audience — 
which  is  in  the  school — nutrition  ought  to  be  taught  there.  Most  t^ 
ourprograms  are  targeted  in  that  area. 

I  '  We  quite  frankly  feel  that,  by  and  large,  we  would  like  to  recommend 
the  support  of  what  Mr.  Norris  presented,  a  multi-year  planning, 
and  the  voUmteer  agencies  would  receive  at  the  beginmng  and  end  of 
Hpach  crop  year  a  certain  tonnage  of  commodities  across  the  board. 
That  could  be  programed  so  that  we  would  have  targeted  programs 
:niat  we  might  have  in  a  phase-out  atuation  over  a  4  or  S  year  period. 
As  it  operates  now,  we  are  in  an  ad  hoc  situation.  The  programs  are 
presented  and  approved  annually  by  AID.  This  will  obviously  make 
It  extremely  difficult,  as  it  has  in  the  past,  for  recipient  gbvemraents 
to  plan  on  contributing  more  and  more  lo  these  programs,  primarily 
becau-ip  they  do  not  know  how  much  the  voluntary  agencies  can 
■contribute  to  these  programs  as  they  begin  to  match  the  contributions. 
it  waji  questioned  this  afternoon,  as  to  what  are  these  governments 
doing  by  way  of  indigenous  foods?  In  the  case  of  India,  there  is  the 
bala  bfl,  which  is  the  lood  that  is  fabricated  in  India.  Mr.  Frank  Ellis, 
■who  was  here,  might  be  considered  to  be  the  father  of  that  product. 
In  Ceylon,  there  is  a  thriposba,  which  is  also  a  wenningfood  which  is 
gding  to  be  on  the  market  this  year.  In  Chile,  there  is  a  pmduct 
<:idle«l  Super<;hill,  for  some  strange  reason.  That,  too,  is  a  local  product 
that  V.  fabricated.  Most  every  countrj-  is  more  and  more  beooming 
involved  in  fabricating  or  formulating  tfn  indigenous  food  that  wifl 
Tie  vniule  available,  hopefullv  at  an  inexpensive  price,  to  the  poorest 
©(  -tlie  poor;  and  L  would  like  to  recomnieml  that  what  we  ought  to 
Ton^^ider  is  not  how  a  government  gets  out  of  a  program,  but  unlibe 
a'  gpvemment-to-govemment  title  I  program,  the  title  II  programs 
are  geiured  toward,  and  reach,  the  poorest  of  the  poor.  Anil  those 
«agbt  to  be,  and  certainly  are,  our  most  serious  conoem. 
■  'fhe  Ch.\i«man.  Thank  you,  Mr.  DeWne. 
[  [The  prepared  statement  of  Mr.  Devine  follows:] 
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CARE  in  un  urganization  that  was  created  in  1945,  tbrough  thu  undcr^tandine 
and  the  coopcratifiti  of  26  independent  Amoricaii  voluntary  agencic:^.  It  wa-s  creatod 
for  the  sole  purpose  of  rcnderiiig  assistanct',  mainly  in  the  fonn  i)f  fiKid,  withrjut 
regard  to  race,  col'tr  or  creed,  to  those  individuals  and  families  whn  were  suffering 
in  the  aftcnnath  of  World  War  II.  The  purpose  of  CARE  remains  the  same  today, 
and  the  major  instrument  used  over  the  course  of  the  past  twenty  years  to  ac-- 
complish  that  puq^ose  liait  been  the  distribution  of  food  commodities  made  avail- 
able under  Title  II  of  PL  480.  Since  the  enactment  of  that  law  CARE  hasidi.s— 
trii>uted  approximately  six  million  tons  of  commodities  in  over  40  countries,  toa 
hundrcd-4  of  millions  of  needy  beneficiaries.  While  it  is  not  pRt»il>le  to  provide? 
detailed  statistics  it  in  certain  that  the  distribution  of  this  food  has  averted  deatla 
through  starvation  for  thousands  of  these  recipient;),  and  ha;<  reduced  the  crippling 
and  stunting  effects  of  malnutrition  for  additional  hundreds  of  thousands  of  chil- 
dren. Food  distributed  in  Food-for-Work  projects  has  resulted  in  improved  lift^ 
conditions  for  many  others,  by  advancing  the  economic  development  ot  areuH  ana 
by  improving  the  physical  cnvir()nment.  The  experience  of  CARE  over  the  ytst-tU 
twenty  odd  j'ears,  in  the  distribution  of  these  foods,  has  eiven  us  a  unique  opjxir— 
tunity  to  evaluate  the  effectiveness,  both  real  and  potential,  of  Title  II  of  PL  AHIt, 
as  well  OS  to  guage  the  wishes  of  the  American  people  with  regard  to  the  provision 
of  Hucii  as«istanoe  on  a  people-tji-people  basis. 

It  has  become  increasingly  clear  that  the  assistance  provided  imder  Title  If 
must  be  classified  into  two  categories — that  which  is  pr<)vided  lo  g<ivcrnment.'- 
and  which  is  largely  based  on  political  considerations,  and  that  whicli  is  provided 
to  needy  jtcople  and  which  is  based  on  humanitarian  considerations.  What  is  uf 
concern  to  us  today  is  the  clear  evidence  of  the  increasing  importance  which  in 
heing  placed  on  support  to  governments,  and  the  reduced  importance  being  ac- 
Gorc^d  to  helping -people  because  of  humanitarian  concern.^:  It  would  b^  oi^.9i>- 
nervation  that  this  trend  runs  directly  contrary  to  the  wishes  of  the  Ainerioan 
people.  We  are  currently  in  a  period  where  for  a  variety  of  reasons  the  need  for  food 
assistance  from  the  United  States  is  greater  than  at  any  time  in  the  past  twenty 
vears.  and  it  is  during  this  time  that  the  Agency  for  Intemationiil  Development 
has  adoi)ted  a  policy  of  reducing  the  food  assistance  pmvided  under  PL  480.  The- 
increasing  emphasis  on  support  of  governments  with  the  reduced  amount  of  food 
available  haa  greatly  reduced  the  amount  and  effectiveness  of  our  humanitarian, 
assistance,  and  has  raised  questions  in  many  quarters  with  regard  to  the  sincerity 
and  the  depth  of  the  American  commitment  to  humanitarian  aid.  We  believe  tliat 
the  remedy  for  this  situatiim  is  to  establish,  preferably  through  legislation,  a 
condition  which  will  separate  assistance  based  on  humanitarian  concerns  fnitii 
aasibtaDce  provided  for  any  other  reasons.  Along  with  lhe-estatiU!fhin«at.^,this 
condition  there  must  be  an  elevation  in  the  priority  and  importance  assigned  to- 
humanitarian  assistance,  in  order  that  these  types  of  programs  may  compc-tp 
on  an  equal  basis  for  the  food  commodities  avaihiole. 

A  second  factor  which  has  retarded  the  effectiveness  of  the  Title  II  prognkna-t 
has  been  the  lack  of  any  commitment  of  a  specific  quantity  of  commodities  to  be- 
made  available  over  any  extended  period  of  time.  This  has  prevented  lK>th  the- 
voluntary  agencies  and  host  governments  from  formulating  plans  for  progntm 
activities  which  exl«nd  .bqy^nd  one  years'  operution.  With  the  cmphaab<  on 
development  and  the  development  tool  which  is  available  in  the  form  of  TSle  II 
foods  distributed  as  part  compensation  for  labor  performed  in  work  projects,  it- 
w  an  absolute  necessity  that  programs  be  based  on  multi-year  periods  in  order  to- 
allow  for  development  objectives  to  be  achieved.  CARE  has  recently  introduced, 
a  Multi  Year  Planning  System  into  its  own  operations  and  this  has  demonatrated 
very  clearly  the  drawbacks  and  disadvantages  which  result  from  an  inability  to 
commit  food*  for  any  period  beyond  one  year.  We  would  suggest  the  necessity  for 
a  multi-year  commitment  for  a  specific  quantity  of  commoditicx  to  be  made 
available  for  Title  II  program^,  with  the  added  stipulation  that  this  commitment 
be  on  a  poundage  basis  not  to  be  affected  by  fluctuations  in  coinmodity  costs.  It 
should  oe  mentioned  here  that  the  current  requirements  of  all  voluntary  agencies 
Title  n  programs  reuresent  only  a  small  percentage  of  the  total  wheat  and  fe«d 
grains  produced  in  the  U.S.  di'ring  an  average  production  year.  It  is  extremely 
unlikely,  therefore,  that  commitments  of  commodities  for  Title  II  distribution 
by  voluntary  nRencies  could  have  any  discernible  effect  on  cotiiniodity  costs  t-o 
consumers  in  the  United  States,  or  affect  our  balance  of  paymccit  situatiim. 
significantly. 


„Google 


847 

We  believe,  bLso,  that  substantial  advantages  could  result  to  the  U.S.  Govern- 
ment from  ii  reappraisal  of  its  current  perspective  on  voluntary  agencies  in  the 
operation  of  Title  II  feeding  program.  The  voluntary  agencies  now  have  a  force 
of  experienced  and  competent  administrators  in  each  of  t"  ' "  ' 


„.  experienced  and  competent  administrators  in  each  of  the  countries  in  whicli 
they  operate,  along  with  an  intimate  ItnowledKe  of  local  conditions  and  in  moat 
ca.ses,  a  close  relationship  with  Icey  Mini^iten  and  members  of  the  host  government. 
It  would  seem  that  these  attributes  might  warrant  a  more  serious  consideration  of 
i-ecoKunenditions  made  by  voluntary  agencies  with  reference  to  program  direc- 
tions and  management.  A  fuller  appreciation  of  the  inputs  which  all  of  those 
involved  with  the  program  can  make  to  those  decisions  affecting  program  levels, 
content,  or  continuation,  should  result  in  programs  which  more  neariy  meet  the 
aspirations  of  the  U.S.  Government,  the  host  government  and  the  involved 
■voluntary  agency. 

The  Chairman.  Mr.  Kinney. 

STATEMENT  OF  EDWAED  H.  KINNEY,  ASSISTANT  TO  THE  EXECU- 
TIVE BIRECTOE,  CATHOLIC  RELIEF  SERVICES,  U.S.  CATHOLIC 
CONTTIRENCE,  NEW  YORK,  N.Y. 

Mr.  Kinney.  I  am  Edward  Kinney,  aasistant  to  the  executive 
director,  Catholic  Relief  Services. 

I  would  like  to  support  and  endorse  the  testimony  of  my  colleagues. 
Before  I  go  into  the  broad  aspects  of  my  own  testimony  I  woula  like 
to  define  humanitarian  aid  if  I  may,  in  the  sense  I  use  it,  which  is 
directed  to  the  human  being  as  a  person,  Welieard  a  flexible  definition 
this  morning  that  reminded  me  of  the  old  song.  When  you  put  the 
music  in  here,  you  put  the  political  or  national  security  in  here,  and 
the  music  goes  out  and  around  and  it  comes  out  humanitarian, 

I  am  not  talking  about  that  kind  of  humanitarian  because  most  of 
our  governments  have  a  humanitarian  aspect  to  it.  I  am  talking  about 
those  programs  that  are  manned  by  the  agencies  on  a  voluntary  basis ; 
that  have  as  their  prime  and  foremost  aspect  helping  the  human 
being.  They  are  conducted  by  agencies,  not  nations,  not  power  blocs, 
but  by  people,  in  the  instance  of  food  aid  which  we  are  talking  about, 
hungry  people, 

A  little  bit  of  background  about  my  agency.  We  have  been  in  food 
distribution  since  1949,  In  the  early  sixties,  our  shipments  in  the 
middle  sixties  reached  about  over  800,000  tons  a  ^ear.  We  have 
helped  about  28  million  needy  men,  women,  and  children  with  our 
program.  Like  Church  World  Services,  over  the  years  we  have  pur- 
cha.sed  a  substantial  amount  of  quantities  of  specialized  food,  )>ro- 
vided  additional  supplements.  We  have  also  been  favored  with  con- 
tributions of  food  and  funds  from  other  governments  and  private 
sources,  not  only  here  in  the  United  States,  but  in  Europe  and  more 
recently  from  the  European  Economic  Community, 

What  has  attracted  so  much  support  to  voluntary  agencies  is 
twofold:  the  ability  of  the  agencies  to  reach  the  economically  de- 
prived directly,  and  at  a  minimum  cost;  second,  the  capacity  to  create 
mdigenous  structures  virtually  at  the  grass  roots  level  for  the  oi^aniza- 
tion  and  operation  of  the  kind  of  programs  that  enable  the  helpless  to 
help  themselves.  But  these  programs,  over  the  years,  have  be«n  under- 
going a  change.  In  a  real  sense,  the  humanitarian  aspects  of  volun- 
tary food  aid  as  administered  by  these  agencies  have  been  regulated 
out  of  existence. 
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The  political  considerations  seem  to  have  loomed  larger  and  lareer, 
and  it  is  my  thesis  that  these  yardsticks  which  should  be  applied  to 
official  government-to-govemment  programs  should  not  be  applied  to- 
people-to-people  programs. 

The  situation  is  a  part  of  a  larger  problem,  the  necessity  of  restruc- 
turing Public  Law  480,  which  is  one  of  the  reasons  why  I  am  so 
delighted  that  this  committee  is  giving  its  attention  to  Public  Law 
4S0,  so  that  that  which  is  obviously  politically  motivated  and  struc- 
tured cannot  be  programed  or  labeled  against  the  funds  as  humani- 
larian.  I  would  ho|)e  that  the  consideration  would  be  given  to  setting 
lip  of  a  separate  section  of  the  act  which  would  apply  to  the  humani- 
tarian programs  as  administered  by  America's  voluntary  agencies  and 
to  them  alone. 

Last  July,  in  testifying  before  the  Senate  Committee  on  ForeigD 
Relations,  1  pointed  out  that  the  present  title  II  program  guidelines 
precluded  the  utilization  of  U.S.  Qo.verauoenUdonatea  foods  to  feed 
the  hungry  except  under  dire  emergency  conditions,  unless  (a)  they 
are  pregnant  or  lactating  mothers  with  children  under  five,  (b)  they 
are  able  to  i)articipate  in  food-for-work  programs,  or  (c)  they  attend 
a  day  school  of  secondary  level  or  below  at  which  a  raeal  based  upon 
Public  Law  480  foods  is  served.  We  did  gee  an  exception  made  in 
the  case  of  India.  Even  today,  however,  the  guidelines  remain  the 
same,  and  the  people  who  in  many  instances  could  use  this  type  of 
a^^sistance  most  cannot  be  the  beneBciaries  of  American  humanitarian 
aid. 

Then  of  course  there  is  the  matter  of  program  supply.  There  is  not 
only  the  need  for  continuity  but  programing  on  a  year-to-year  basis. 
I  niight  say  the  past  year  has  been  really  a  debacle,  really,  in  programs. 
Tlie  year-to-year  pirogram  is  just  a  survival  kit.  That  is  about  all  it 
bus  amounted  to  in  the  last  2  ^ears.  We  have  been  living  on  a  hand  to 
mouth  basis,  trying  to  administer  programs,  never  knowing  when  the 
next  shi|mient  of  :fcod  will  arrive.  In  fact,  in  many  instances,  we  are 
unable  to  tell  our  people  overseas  that  they  are  going  to  receive 
additional  food  until  it  is  in  our  hand.-i.  As  you  know  too,  some  of  the 
commodities  that  are  urgently  needed  have  disappeared  from  the 
donation  list.  Milk,  for  instance,  has  di^iappeared  until  recently/  when 
the  voluntur\-  agencies  received  a  one-time  windfall  of  approximately 
10.000  tons. 

We  ore  securing,  however,  adequate  quantities  of  blended  foods, 
although  CSM  is  not  in  easy  supply.  As  long  as  we  have  a  basic  f^ain, 
a  blended  food  and  we  have  a  vegetable  oil,  we  think  we  can  deUver  a 
nutritious  food  supplement. 

We  have  to  have  the  three.  But  we  have  to  have  them  in  time.  We 
have  to  have  an  adequate  quantity  to  be  able  to  fulfill  the  programs 
that  we  have  planned  to  carry  out. 

A  lot  of  work  goes  into  the  program  as  you  might  exiiect.  It  involves 
not  only  agencies  of  the  people  overseas,  it  involves  the  host  country 
governments  upon  which  we  depend  for  duty  free  entjv,  in  many 
instances,  for  inland  transport  and  warehousing.  Many  of  them  have 
simply  turned  to  shamble.s.  We  have  over  a  million,  Mr.  Chairman,  we 
have  1  million  mothers  participating  in  Africa  alone  iu  maternal  and 
child  healtli  programs. 

PYankly,  wo  do  not  know  from  one  month  to  another  how  much  we 
are  going  to  be  able  to  supply  in  the  way  of  food  input  to  carry  on 
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these  progr&ma.  Then  is  a  real  cause  tor  wond^  why  year  aittr  year 
we  seem  to  be  confronted  with  a  policy  of  containmtmt  and  diDiinution. 
Why  is  it  the  programs  at  the  agenda  of  the  people  of  the  United 
States,  voluataiily  supported  by  them,  which  every  PresideAt  of  the 
United  States  has  showered  praise  upon  and  applauded,  which  I 
believe  the  overwhelming  number  of  ladies  and  gentlemen  in  Congress 
also  support,  at  the  same  time  are  steadily  diminishing  in  size  and  in 
Scope.  Somebody,  somewhere,  is  out  of  step. 

Ii  these  programs  are  of  high  impact,  and  if  they  are  low-cost 
programs  that  can  deliver  rig^t  to  the  fara^ry  peraon  ovu^eas,  then 
"why  cannot  they  receive  the  support  they  need? 

The  time  lag  between  food  available  estimates  and  actual  avaU- 
abiiity  is  another  problem.  So,  too,  in  a  real  sense,  are  the  procuremuit 
practice  and  the  shipping  practices  of  the  USDA.  I  unaerst&nd  the 
problems  they  confront,  particularly  this  past  year  with  everybody 
waiting  with  bated  breath  for  the  administration  to  decide  exactly 
how  much  our  food  aid  is  goit^  to  amount  to,  not  wanting  to  name  any 
figure  until  after  the  World  Food  Conference. 

At  the  same  time,  it  does  seem  a  shame  that  these  programs  which 
are  a  relatively  small  part  of  our  foreign  aid,  yet  so  important  in 
terms  of  the  welfare  of  so  many  human  Beings  cannot  be  carried  out 
with  more  continuity  and  with  more  assurance  of  supply. 

There  is  one  additional  program  need  that  the  agencies  have  that 
I  would  ask  this  committee  to  consider.  Food  aid  not  only  involves 
immediate  assistance  to  the  hungry  but  also  involves  the  use  of 
commodities  in  longer  range  development.  In  view  of  the  world  food 
crisis,  the  agencies  are  putting  more  emphasis  on  small  fanners  in 
the  less-developed  countries  growing  better  foods.  We  have  organized 
these  programs  year  after  year  as  an  adjunct  to  school  feeding  pro- 
grams. Today's  food  supply  situation  requires  that  far  more  be  done 
to  lessen  the  dependency  of  the  people  of  the  developing  world  on 
outside  sources  for  basic  food.  While  agencies  such  as  CRS  have 
sponsored  broad  maternal  and  child  health  programs,  they  have 
created  infrastructures  to  which  milhons  of  rural  farmers  can  be 
reached.  This  is  particularly  true  of  the  situation  I  know  best  in  Africa. 

What  Americans'  voluntary  agencies  need  is  seeds,  fertihzers,  tools, 
or  the  funds  with  which  to  purchase  them,  more  importantly,  the 
advice  and  assistance  of  competent  agriculturists  or  agronomists.  To 
what  extent  the  committee  can  help  us  with  this  I  do  not  know.  I  do 
know  the  Department  of  Agriculture  has  had  as  an  integral  part  of  its 
organization  an  extension  and  marketing  service  which  is  powerful 
throughout  the  agricultural  world. 

The  Chairman.  Your  time  has  expired. 

I  want  to  congratulate  all  of  you  gentlemen  for  the  brevity  of  your 
remarks  and  the  specific  recommendations  that  you  have  made. 

I  am  thoroughly  familiar  with  the  good  job  you  are  doing  in  this 
area.  Some  of  your  recommendations,  I  think,  are  good,  and  some  of 
them,  I  think,  would  be  good  if  we  could.  One  of  them  is  fertilizer. 
We  are  in  acute  sliort  supply  in  our  own  country  at  the  present  time. 

The  committee  for  18  months  has  been  in  a  war  with  the  Federal 
Power  Commission. 

What  percentage  of  vour  contributions  come  from  Public  Law  480? 

Mr.  Kinney.  It  woufd  be  70  percent  food  aid. 
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The  Chairman,  70  percent  from  the  Government,  30  percent  from 
private  individuals? 

Would  that  be  true  of  the  rest  of  you,  gentlemen? 

What  would  be  yours? 

Mr.  Mtebs.  Ours  would  be  roughly  16  percent  Public  Law  480. 

The  Chairman,  40  percent  private? 

Mr.  Mtbhs.  84  percent  non-PubUc  Law  480. 

The  Chairman.  84  percent  non-Public  Law  480? 

Mr.  Myekb.  16  percent  Public  Law  480. 

The  Chairman.  Wlat  about  your  organization. 

Mr,  NoRRis,  The  American  Councilhas  43  agencies  and  Care  aji£= 
CRS  handle  roughly  95  percent  of  all  the  food,  so  their  answers 
would  be  a  part  of  our  group. 

The  Chairman.  Do  you  gentlemen  have  complete  freedom  in  youKz 
host  country  to  see  that  the  distributions  go  in  accordance  with  need  , 
or  does  some  local  take  food  and  then  sell  it? 

Mr.  NoRRis.  The  advantage  of  voluntary  agencies  is  that  they  work" 
through  mis.sionaries  and  community  groups  and  "partner"  local 
agencies.  While  there  are  some  leakages  here  and  there,  the  fact  of 
the  matter  is 

The  Chairman,  On  the  whole  you  think  it  gets  to  the  needy  persons. 

Mr.  NoRRis.  It  gets  to  the  needy. 

The  Chairman.  J  heard  reports  about  half  the  grain  that  we  sent  in 
rots  on  the  wharf  before  it  ever  gets  to  the  people. 

Would  you  comment  on  that? 

Mr.  NoRRis.  I  think  the  agencies  that  handle  this  can  answer  that 
very  well. 

Mr.  Devinb.  I  would  say  that  is  patently  untrue. 

The  Chairman.  Tell  mo  what  percentage  does  rot? 

Mr.  Devine,  Less  than  10  percent, 

Mr.  Kinney.  1  would  say  le^s  than  that.  Our  losses  run  2  percent. 

The  Chairman.  Would  that  be  about  average? 

Mr.  Devine.  The  other  countries,  I  think,  would  be  less.  Our 
exi»erience  there  would  nm  less  than  1  percent. 

The  Chairman.  Senator  Dole- 
Senator  Dole.  In  folkiwup  on  the  Chairman's  question  on  how 
much  is  Public  Law  480  and  how  much  is  private  donations,  does  that 
remain  pretty  constant  over  the  years? 

Maybe  it  is  different  in  each  case.  I  do  not  know.  What  about  CRS? 

Mr.  Kinney.  It  is  about  constant. 

Mr.  Devine.  Ours  changes,  of  couiiie,  depending  upon  the  dona- 
tions we  receive.  Last  jear  our  donations  were  up.  This  year,  starting 
todav,  we  have  started  a  campaign,  and  that  is  asking  the  American 
public  to  either  limit  one  meal  a  week  or  reduce  one  meal.  Those  funds 
that  we  receive  we  will  purchase — in  fact,  we  have  started  purchas- 
ing U.S.  commodities  for  shipments  abroad  in  support  of  the  programs 
because  of  the  lack  of  Public  Law  480  funds. 

Senator  Dole,  The  jioiiit  I  am  making,  has  there  been  any  more 
outpouring  of  spirit  among  the  private  individuals  as  the  commitment 
from  Government  has  gone  down,  partly  because  of  increased  costs? 

I  might  add,  I  was  over  in  Rome  and  heard  all  these  people  running 
around  saying  the  Government  ouglit  to  do  more.  I  did  not  see 
anyone  !=aying  they  were  going  to  do  more. 

Mr.  NoRRis.  Statistics  are  very  misleading. 
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Take  a  case  like  GRS.  There  are  150  diocesan  directors  working 
actively  in  the  United  States.  They  are  carrying  on  activities  raising 
funds,  assistmg  CRS  and  obtaining  clothing.  They  have  staffs  that 
do  this  work.  It  never  appears  in  the  CRS  contribution.  We  have 
■^•oluntary  agency  "pjvrtaera"  overseas,  In  every  country  there  are 
Etflffs  and  volunteers.  They  never  appear  in  the  CRS  financial  reports. 

If  we  were  to  put  all  this  together  and  say  this  is  the  voluntary 
agencies*  contribution,  it  would  be  a  much  bigger  picture  than  the  so- 
called  30  percent,  which  is  only  the  dollar  component  of  the  CRS 
financial  report.  The  total  picture  is  a  much  larger  percentage  of  the 
voluntary  agency  input  in  tne  program. 

Senator  Dole.  Has  the  American  Council  taken  any  position 
on  the  fact  that  some  say  we  feed  too  much  food  grain  to  our  livestock? 
Again  I  go  back  to  the  "60  Minutes"  television  program  I  watched 
last  Sunday.  It  turned  out  to  be  a  pretty  good  show  for  this  hearing. 

If  we  would  keep  the  cattle  on  grass  1  more  week,  it  would  be 
100  million  tons  of  grain  available  to  feed  the  hungry.  Do  you  all 
subscribe  to  that? 

Mr,  NoRRis.  Possibly  as  individuals  and  relating  church  groups, 
we  do  fee!  that  the  consumption  pattern  of  the  affluent  has  a  relation- 
ship to  the  lack  of  availability  of  foodstuffs  and  assistance  for  overseas 
coimtries.  The  American  Council  as  such  has  never  taken  a  position 
on  this. 

The  Chairman.  Would  you  yield  at  that  point.  Senator  Dole? 

I  think  the  cows  that  they  do  not  eat  in  India,  eat  about  as  much 
feed  as  the  cows  thiit  we  do  have  in  the  United  States. 

Senator  Dole.  What  I  want  to  say,  if  there  ever  is  going  to  be  this 
change,  it  is  going  to  have  to  come  through  stimulation  from  groups 
like  j-our  own.  I  do  not  know  how  you  would  stimulate  some  of  the 
CathoUc  cattlement,  but  you  could  give  it  a  try. 

Mr.  Kinney,  It  is  not  that  simple.  If  we  all  cut  down  on  everj-thing, 
unless  we  translated  what  we  cut  dowTi  into  aid  for  someone  else,  it 
would  not  do  us  any  good.  There  has  to  be  a  dehvery  system.  Some- 
thing has  to  happen.  It  is  not  enough  to  cut  back  eating  meat  or  some- 
thing. If  you  want  to  change  your  lifestyle,  it  should  be  to  save  re- 
sources and  put  those  resources  in  a  way  that  could  help  others. 
Otherwise  it  is  a  futile  exercise. 

Senator  Dole.  At  least  the  point  was  raised,  and  it  is  one  we  are 
going  to  have  to  address  sooner  or  later,  that  would  show  malnutrition, 
not  starvation,  but  people  who  are  in  dire  need  of  food  in  one  picture, 
and  the  next  picture  see  the  big  fat  steer. 

I  guess  you  have  to  ask  ^ourseff  that  question.  Is  there  going  to  be 
a  change,  and  if  there  is  gomg  to  be  a  change,  what  will  the  change  be. 
I  just  raise  that  for  that  reason. 

Mr.  Myers.  Senator,  one  of  the  hopeful  signs  in  this  whole  process 
is  the  fact  that  almost  everj"  major  Protestant  denomination  has 
oi^anized  a  task  force  on  hunger,  and  it  is  an  educational  campaign 
and  a  constituency  involvement  campaign.  This  is  running  all 
through  the  United  States,  and  I  think  we  are  going  to  get  a  conscious 
change  in  lifestyle  and  a  greater  contribution  toward  putting  the 
savings  or  the  benefits  of  our  change  in  lifestyle  into  the  overseas 

Erograms,  especially  the  voluntary  agencies.  I  think  this  is  a  very 
opcful  sign  for  the  year  ahead. 
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Mr.  NoRHiB.  I  do  not  want  to  anticipate  Father  Hehir's  testimonv, 
because  it  is  his  domwn,  to  explain  the  Catholic  Church's  position  in 
the  food  crisis.  Every  C&thohc  is  being  asked  to  modify  his  lifestyle 
and  to  take  certain  actions.  This  will  come  as  the  official  Catholic 
Church  position. 

Senator  Dole.  It  has  to  come  from  somewhere. 

Finallj',  are  you  encouraged  by  the  increase,  the  commitment 
announced  on  February  3  by  the  tfSDA,  from  3.3  million  metric  tons 
to  5.4,  miUion  metric  tons? 

Mr.  KiNNBT.  It  has  not  been  translated,  Senator,  into  what  it  ivill 
mean  to  the  voluntary  ^encies.  We  are  encouraged,  yes. 

Senator  Dole.  Mr.  Bell  said  they  probably  could  deliver  all  but  a 
^ery  small  amount,  or  at  least  get  it  started  beifore  the  end  of  the 
'fiscal  year. 

Mr,  Myers.  Senator,  the  problem  as  I  see  it,  realizing  my  Col- 
leagues are  much  heavier  in  Public  Law  480  than  Church  World 
^rvice,  we  have  always  been  hesitant  about  setting  up  programs 
and  projects  for  which  we  do  not  have  firm  commitments  because  we 
raise  expectations.  We  organize,  we  get  things  started.  Then  they  fall 
flat  on  their  faces,  and  we  are  faced  with  disappointment  and  disillu- 
■aionment. 

Therefore,  for  Church  World  Service,  for  our  part,  we  will  believe 
that  commodities  are  being  shipped  when  we  see  the  availabilities. 

Senator  Dole.  The  witness,  Mr.  BeU,  indicated  this  morning  that 
under  title  II,  shipping  would  not  be  difficult.  Under  title  I,  of  course, 
you  have  to  make  an  agreement,  and  hopefully  that  can  be  made  far 
enough  in  advance  of  June  30  that  delivery  could  be  at  least  started. 

Mr.  NoRRis.  Several  of  us  have  tried  to  point  out  the  linkages 
between  the  voluntary  agencies  here,  their  coimterparts  overseas,  the 
host  governments,  and  aD  the  activities  that  go  on.  Wben  the  govern- 
ment overseas  is  winding  down  its  appropriations  for  warehousmg  and 
administration,  suddenly  they  are  confronted  with  the  fact  they  nave 
to  have  an  appropriation  for  all  these  activities.  We  know  what  is 
involved  in  our  own  countrv'  in  trying  to  bring  about  an  appropriation 
through  Congress.  Manv  of  these  countries  are  even  slower.  These  are 
the  problems,  having  a  large  quantity  of  food  thrown  at  an  agency  ftU 
of  a  sudden  without  ample  time  to  gear  up  to  handle  it. 

Senator  Dole.  Not  in  defense  of  the  Department,  but  one  of  the 
problems  has  been  knowing  what  our  carryover  would  be,  for  example, 
m  wheat.  Again,  Mr,  Bell  said  the  great  portion  of  the  added  food  aid 
would  be  in  wheat  and  rice.  Then  you  get  back  to  another  question, 
Wbere  is  our  first  obligation,  the  hungry  overseas  or  the  people  of  this 
country,  not  necessarily  hungry? 

Mr.  Mtebs.  Senator,  I  do  not  think  they  are  in  competition.  I 
believe  we  could  meet  the  domestic  needs  of  this  country  if  we  were 
willing  to  curtail  to  some  extent  the  commercial  export  of  food  to 
those  countries  which  are  able  to  pay  for  it,  to  the  detriment  of  those 
countries  which  are  not  able  to  pay  for  it  but  which  need  it  most,  and 
where  the  voluntary  agency  propams  are. 

Senator  Dole.  SIv  point  is,  if  vou  have  a  shortage  of  wheat 

The  Chairman.  Would  vou  jield  at  that  point? 

Is  it  your  philosophy  t"hat  we  ought  to  curtail  commercial  sales 
dollars  in  order  to  give  more  away? 

Mr.  Myers.  If  it  is  necessar}-. 
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The  Chaieman.  The  heniorriia|e  we  are  facing  with  the  balance  of 
our  payments  and.  devaluation  of  tne  dollar-^ — 

xfr.'MYEHS.  Sir,  I  am  not  suggesting  that  we  give  it  all  away.  Whafc. 
I  am  suggesting  is  we  might  be  able  to  nee  and  allocate  a  percentage. . 
It  need  not  be  large. 

The  Chairman.  I  look  upon  this  program  as  humaps  ^nd  worthy, , 
but  it  is  like  supporting  your  church.  You  support  theni  as  far  as  you 
can,  but  if  you  have  to  seQ  your  house  and  let  your  children  sleep  m  the^ 
rain,  you  could  not  do  that. 

Senator  Dole.  I  agree  with  that. 

I  was  going  to  ask  the  same  thing.  You  said  we  could  do  both,  but 
if  bread  went  to  a  dollar  and — let's  say  it  is  an  election  year,  fortunately 
it  is  not  for  me — but  if  bread  was  a  dollar  a  loaf  and  this  fellow  was  out 
telling  the  people,  I  am  sorry  about  that,  but  we  gave  it  to  the  people 
overseas,  I  think  there  are  some  political  realities,  not  partisan  realities. 
Maybe  we  are  selfish.  How  do  we  sell  that  program  to  the  American 
people?  Even  though  the  American  people  are  humanitarian,  they 
want  to  help,  but  when  bread  goes  to  a  dollar  and  you  tell  them  we 
hiivo  pivi'ii  tliat  overseas,  it  is  hard  to  explain. 

Mr.  Mysrs.  I  do  not  think  it  is  your  job  to  sell  that.  I  think  it  is 
the  church's  job  to  sell 

Senator  Dole.  You  are  not  on  the  ballot. 

Mr.  Myers.  That  is  liue. 

The  Chairman.  Senator  Clark? 

Senator  Clark.  I  wouhl  like  to  follow  up  on  that  discussion  of  how 
much  we  have  to  deny  ourselves  in  the  process  of  giving  food  aid.  I 
tliink  we  should  look  at  the  volume  being  considered.  For  example, 
the  first  speaker  suggested  that  we  have  a  regular  humanitarian  aid 
commitment  of  2.5  imllion  metric  tons,  which  is  what  we  had  in  1972. 
This  year  we  have  only  1.2  million,  or  half  that  amount.  We  would 
have  to  do  embarrassmgly  little  in  this  country  to  meet  that  goal 
because  we  produce  220  million  tons  a  year  in  the  United  States.  We 
are  talking  about  2.5  million  tons. 

It  seems  to  me  to  meet  that  minimum  of  2.5  million  tons  would  be  so 
minor  an  allocation  as  to  really  have  no  effect  on  the  commodity 
market. 

I  noticed  for  example  last  week  across  the  economy  tape  here  that 
the  European  Conunon  Market,  is  going  to  buy  9  million  more  tons 
of  com  tiian  we  anticipated.  We  are  short  of  com.  Fol!o^v^ng  that 
announcement,  corn  prices  have  gone  down.  Nine  million  tons  seems 
to  me  an  mvful  lot  compared  to  2.5  million  tons. 

The  point  is  we  are  talking  about  some  very,  verj'  small  figures  in 
terms  of  tonnage.  The  dollar  amount  is  going  to  vary  depending  on 
the  price.  We  have  sold  26  million  tons  of  food  to  the  Soviet  Union 
in  the  last  2%  yeai-s,  some  of  it  wisely,  some  of  it  perhaps  unwisely, 
but  we  are  talking  about  a  very  small  amount  of  food,  it  seems  to  me, 
2.5  million  tons. 

I  would  like  to  compliment  not  only  the  voluntary  agencies,  and  the 
good  job  you  have  done  on  the  chairman  said  at  the  outset,  but  also 
the  cliurclH^  that  many  of  you  represent,  ajid  those  that  are  not  here, 
in  terms  of  operating  through  the  democratic  process  to  get  an  in- 
crease in  the  food  aid.  I  think  it  is  clear  that  church  organizations  and 
people  had  a  great  deal  to  do  with  getting  this  increase. 
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We  know,  for  example,  that  half  of  all  the  White  House  mail  in 
December  was  about  food  aid.  That  came,  obviously,  from  great 
discussion.  One  of  you  speakers  said— correct  me  if  I  am  wrong — 
that  you  have  tripled  vour  food  commitment  this  year  as  compared 
to  last  year,  in  spite  of  tne  great  economic  pressures  that  we  have  nad — 
did  not  one  of  you  indicate  that? 

Mr,  Myers.  Yes, 

Senator  Clark.  That  is  a  good  record.  Especialh^  in  terms  of  asking 
the  Government  to  do  more,  you  have  a  record  oi  private  individuals 
prepared  to  do  as  much  as  you  have  indicated. 

Two  quick  questions.  It  seems  to  me  that  many  of  you  made  quite 
a  point  of  continuity,  starting  the  proeram,  stopping  the  |)rogram. 

What  e£Fect  does  that  have  nutritionally?  Someone  once  said  to  me 
that  if  you  start  a  program  for  6  months  then  end  it  for  S  months,  that 
you  are  worse  off  than  never  having  started  it  at  all. 

Is  that  an  exaggeration? 

Mr.  Kinney.  I  do  not  think  they  are  any  worse  off,  but  they  are 
not  any  further  ahead. 

Senator  Clark.  You  would  almost  rather  have  less  food  aid  and 
continuity  than  liave  stops  and  starts.  If  we  could  program  a  stable 
amount,  say  $2.S  million  a  year,  that  would  be  of  more  value  Uian 
having  a  lot  one  year  and  not  enough  the  next  year.  Your  programs 
are  not  really  geared  so  much  to  famine  as  to  regular  ongoing  pro- 
grams, is  that  true? 

Mr.  KixNBY,  That  is  correct. 

Mr.  XoRRis.  We  might  say  this.  Senator.  The  compassion  of  the 
American  people  this  year  in  connection  with  the  drought  had  such 
an  outpotiring,  we  as  one  agency,  Catholic  Kelicf  Sen-ices,  made  an 
appeal  and  over  $5}^  mUlion  spontaneously  came  in,  expressing  deep 
concern.  Some  very  large  individual  contributions  were  received  witL 
no  pressure  at  all.  That  is  an  expression  of  concern  among  our  people. 

Mr.  Devine.  Our  experience  was  just  about  the  same. 

Senator  Clark.  I  wondered  about  one  other  thing.  There  has  been 
a  lot  of  discussion  this  morning  about  this  interagency  staff  that  makes 
the  decision  as  to  who  gets  food  aid  and  who  does  not,  and  where  it 
goes. 

Do  YOU  have  any  input  at  all  as  volunlarj-  agencies  who  conduct 
these  programs?  Do  you  consult  or  have  any  relationship  with  the 
interagency  staff? 

Mr.  Devine.  To  my  knowledge  only  once.  That  has  been  in  the 
last  3  months. 

Senator  Clark.  In  what  respect? 

Mr.  Demne.  I  appeared  before  the  Subcommittee  of  the  LSC.  I 
think  that  was  the  first  im-itation  we  have  had. 

Senator  Clark.  In  the  history  of  the  program? 

Mr.  Dbvinb.  In  the  history  of  the  progrflui. 

Senator  Cl.ark.  Would  il  not  make  some  sense— I  do  not  know 
legally,  I  have  not  thouglit  about  it — to  liavo  some  imput  formally 
or  informally? 

Mr.  Devine.  We  have  a-^ked  for  that.  Senator  Clark,  for  over  10 
years.  We  have  always  been  denied  it  based  on  the  fact  that  there  are 
sensitive  and  security  matters  discussed.  We  have  said,  for  goodness 
sakes.  discuss  Public  Law  4S0  in  the  morning,  take  rare  of  security 
in  the  afternoon,  but  unfonunatolv.  n-;  I  say,  up  until  this  last  break- 
tlirough,  we  have  not  been  invited. 
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I  would  think  that  would  be  the  intelligent  way  to  approach  it. 

Senator  Clark.  What  about  that  last  point?  There  nas  been  a  lot 
of  discussion  about  this  issue  in  the  papers.  Perhaps  one  of  you  were 
quoted,  and  Mr.  Enders  made  statements  today  about  the  shipment 
of  food,  the  capability  of  these  countries  to  receive  food. 

Aside  from  the  internal  problems  of  distribution,  can  these  coun- 
tries actually  take  more  food?  Mr.  Enders  today  indicated  we  could 
not  really  ship  any  more  food  to  several  of  these  countries  because 
their  shipping  capacity  was  always  full. 

Was  that  your  understanding? 

Mr.  KiKNEY.  I  did  not  understand  him  to  say  that. 

Again,  if  you  ^vill  reflect  on  our  program,  we  have  no  problem  of 
getting  space,  warehousing. 

Senator  Clakk,  You  are  confident  that  the  countries  you  serve 
could  take  more  food  this  year,  given  the  present  shipping  capacity. 

Mr.  Kinney.  Definitely. 

Senator  Clahk.  Thank  you. 

The  Chairman.  Senator  Young? 

Senator  Young.  I  just  want  to  say  that  where  I  traveled  around 
the  world — and  I  liave  not  done  this  for  4  or  5  years — the  food  |that  you 
distributed  helped  more  people  and  created  more  good  ^vill  than  any 
program  we  have. 

\Iay  I  ask  this  question?  In  what  form  is  the  food  you  distribute 
now?  How  do  you  get  this  food  to  the  people?  There  must  be  a  variety 
of  ways. 

Mr.  Kinney.  In  school-feeding  programs,  it  woiild  be  in  the  form 
of  some  kind  of  nieal  supplemented  with  local  foods.  In  the  food-for- 
work  program,  it  would  be  in  a  package  form.  Similarly,  in  a  maternal- 
child  health  program — incidentally,  we  make  sure  that  the  child  gets 
the  food,  but  it  is  put  in  package  form. 

The  Chairman.  Thank  you  very  much,  gentlemen,  and  we  thank 
you  for  your  contribution  to  this  committee. 

[The  prepared  statements  of  Messrs.  Norris,  Myers,  and  Kinney 
follow :] 


Mr.  Chairman  and  Members  of  the  Committee:  I  am  James  J.  Norris  and  I 
serve  as  the  Chairman  of  the  American  Council  of  Voluntary  Agencies  for  Foreign 
Service.  At  the  same  time,  I  am  the  Assistant  to  the  Executive  Director  of  CathoQo 
Relief  Services,  one  of  the  forty-three  U.S.  voluntary,  non-profit  organizations 
comprising  the  membersliip  of  the  American  Council.  With  me  today  are  repre- 
sentatives of  three  member  agencies:  Frank  L.  Gofiio  of  CARE,  Edward  M. 
Kinney  of  Catholic  Relief  Services,  and  Melvin  B.  Myere  of  Church  World  Service. 
Our  statement  is  brief  and  general  in  nature.  My  colleagues  will  deal  in  specifics 
as  they  affect  voluntary  agencies  participating  in  the  PL  480  food  program. 

Member  agencies  of  the  Council  are  involved  in  programs  to  help  people  in 
developing  countries  meet  their  social,  economic,  and  human  needs  in  many  ways, 
including  food  distribution,  community  devdopment,  nutrition,  medical  as- 
sistance, education  and  technical  training,  refugee  and  migration  assistance,  and 
disaster  aid.  Through  tlie  work  of  American  voluntary  agencies,  the  American 
people  who  are  their  constituencies  express  their  humanitarian  concern  for  less 
fortunate  people.  The  "constituencies"  represent  a  broad  spectrum  of  American 
society,  including  both  service  oi^anizations  related  to  the  major  religions  of  our 
country  as  well  as  nonsectarian  agencies  and  nationality  associations. 

Voluntary  agencies  of  the  American  Council  have  participated  in  humanitarian 
food  aid  for  over  twenty-five  years  under  the  Agricultural  Act  of  1949  and,  since 
1954,  under  PL  480.  On  numerous  occasions  the  agencies  and  the  American  Council 
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have  teetified  before  CoDRressioDal  committees  on  behalf  of  food  aid  legislatioii. 
The  direct  experience  of  these  voluntaxy  ageocies  demonstrates  that  PL  480  food 
distributed  on  a  people-to-people  basis  has  saved  countless  lives,  haa  reduced  the 
danger  of  crippling  malnutrilJOD,  has  helped  the  poorest  to  work  toward  aelf- 
Buffioiency,  and  through  food  for  work  and  other  programs,  baa  aided  in  the  de- 
velopment of  individuals,  families,  communities,  and  even  nations.  Food  aid  is  a 
most  valuable  vehicle  for  the  voluntary  agencies  at  the  grass  roots  level  In  pro- 
moting self-help  initiatives  and  in  narrowing  the  gap  between  the  rich  and  the  poor. 

A  survey  of  American  opinion  on  foreign  aid  programs,  made  b;  the  Overseu 
Development  Coun<^  in  1973,  concludes  that  ^jnericans  strongly  support  a  hu- 
manitarian, people-to-people  approach  to  foreign  aaaistance.  The  American  Coun- 
cil is  convinced  that  food  aid  demonstrates  the  concerns  of  the  American  people 
with  the  needs  of  the  peoples  of  the  developing  world.  The  Congress  itself  on  nu- 
merous occasions  has  expressed  itself  in  thia  same  vein. 

One  of  our  nation's  top  priorities,  therefore,  must  be  to  find  an  effeetive 
way  to  share  more  of  our  food  resources.  We  ask  that  our  government  Berioua^ 
reexamine  the  tendency  over  the  last  three  years  to  reduce  humanitarian  food  aid 
at  the  same  time  that  nunger  and  starvation  have  been  claiming  increasing  num- 
bers of  lives  in  developing  lands.  In  FY  1974,  the  year  of  famine  and  starvation, 
such  food  aid  was  about  one-half  of  the  FY  1972  level  (1.3  miUion  metric  tons  vs. 
2.5  miUion  metric  tons.)  The  voluntary  agencies  urge  that  as  a  minimum,  then 
be  a  return  to  the  FY  1972  Title  H  commodity  level. 

The  radical  and  sudden  lowering  of  commodity  levels  has  resulted  in  nutritional 
harm,  unnecessary  waste,  and  program  disruption  for  voluntary  agency  activities. 
Food  use  programs  in  overseas  countries  are  developed  over  a  long  period  of  time 
with  the  careful  coordination  of  the  voluntary  agency  staff,  the  local  countei^Mui 
agencies'  personnel,  the  host  government,  and  the  recipients  themselves,  as  well 
as  large  numbers  of  local  volunteers  who  help  their  own  people.  The  voluntary 
agencies  in  the  Council  continue  to  advocate  a  long-range,  multiyear  government 
food  aid  planning  system,  which  is  desperately  needed  to  enable  the  voluntary 
agencies  to  maintain  program  integrity. 

Sharing  food  is  a  great  challenge.  It  is  also  a  humanitarian  necessity.  Access 
to  food  L=  a  basic  human  right.  The  question  to  be  asked  i?  not  w  hf  iher  our  countir 
can  afford  to  give  more  food  aid,  but  whether  we  can  afford  not  to  give  more.  We 
are  aware  of  our  own  domestic  problems,  but  our  own  situation  must  be  seen 
in  a  global  conte.xt,  which  reflects  a  devastating  picture  of  malnutrition,  bungv 
and  starvation  among  our  brothers  and  sisters  in  many  overseas  lands. 

Mr,  Chairman,  we  recommend  that  your  Committee  and  the  Congress  as  a 
whole  take  steps  toward  the  fullest  possible  realization  of  the  sense  of  Congtess 
as  it  was  expressed  in  the  Foreign  Assistance  Act  of  1973,  namely,  that  ".  .  . 
the  United  States  should  participate  fully  in  elforts  to  alleviate  current  and 
future  food  shortages  which  threaten  the  world."  This  can  be  done  by  supportiog 
both  the  spirit  and  the  letter  of  the  World  Food  Conference  where  it  was  demon- 
strated once  again  that  America,  as  the  richest  nation,  and  the  one  with  the 
greatest  control  over  life  and  death  for  many  through  its  food  resources,  mtiBt 
provide  leadership  in  the  works  of  peace  triat  will  help  to  overcome  hunger, 
misery  and  |>o\eriy  in  the  poor  lands  of  Africa,  Asia  and  Latin  America. 

Positive  action  at  this  time  by  our  countrj-  will  be  a  reaffirmalion  of  our  nation's 
tradition  of  humanitarian  concern  for  people  in  need  wherever  they  may  be. 
Mr.  Chairman,  in  the  hible  we  read  about  the  rich  man  Lazarus,  engulfed  in 
flames,  iH-gging  Abraham  to  send  Lazarus  to  dip  his  finger  in  water  to  cool  his 
tongiie,  but  Abraham  replied  that  it  was  too  late — the  great  gulf  had  been  fixed 
between  them.  Let  us  resolve  that  we  will  narrow  that  gulf  by  our  compassion  and 
generosity.  Thank  you. 

R  KC  OM  ME  S  D  ATION  s 

1.  Increase  the  volume  of  hnmanitarian  food  aid  at  least  to  the  level  of  FY 
l!t72,  i.e.  2.5  million  metric  ton^. 

2.  Develop  a  system  for  loncter  range  planning  of  food  aid  programs,  thereby 
avoiding  abrupt  cutoffs  nnd  disniptions,  harming  relations  with  partners  in 
overseas  Kovernmonts  and  eounierpart  agencies,  and  loss  of  vital  foods  for  need' 
children  and  ot tiers. 

3.  Supp^n  f'llly  both  the  spirit  and  the  letter  of  the  resohnic^ns  of  the  Worid 
Food  Conference. 
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My  name  is  Melvln  B.  Myera,  Director  of  the  Material  Resources  ProKram  of 
Church  World  Service,  the  relief  and  rehabilitation  agetro^  of -the  Nation^  Caim- 
cil  of  Churches  of  Chriat  in  the  U.S.A.,  with  he&flquaiiiera  at  475  Riverside  Drive, 
New  York  City.  The  conetitueat  members  of  the  National  Councdl  comprise  31 
Protestant  and  Orthodox  dehominations. 

Church  World  Servioe  has  participated  in  the  P.L.  480  pmg^aia  from  its  in- 
ception, administering  more  than  two  million  metric  tons  of  eommoditiea  under 
Title  II.  Through  this  legislation  human  suffering  has  been  met  and  human  de- 
velopment fostered  in  many  communities  and  nations  throughout  the  world. 
However,  in  the  face  of  the  proliferating  worid  hunger  dramatized  by  the  recent 
World  Food  Conference,  it  seems  appropriate  as  P.L.  480  entera  its  third  decade 
U>  consider  some  new  and  imaginative  wa^  of  strengthening  America's  response 
to  today's  and  tomorrow's  global  food  challerges.  The  principles  of  food  aid 
adopted  by  the  World  Food  Conference  in  our  view  provide  sound  guidance  to 
the  Committee  in  its  welcome  t.isk  of  rethinking  the  Food  for  Peace  program. 
The  American  churchee  and  individuals  with  whom  we  are  associated  ers 
deeply  concerned  about  world  hunger.  Last  year,  out  of  our  own  resourcES, 
Church  World  Service  shipped  to  26  countries  more  than  1,000  tons  of  non-P.I). 
480  food,  valued  at  about  $500,000.  This  year's  figure  already  stands  at  3,850 
tons  of  wheat,  beans,  and  other  food  made  possible  by  gifts  from  wheat  growers 
in  several  states  and  by  cash  contributions  to  Church  World  Service.  Addition^y, 
one  denomination  alone  hns  given  us  $500,000  for  the  purchase  of  fertilizer  to 
enable  village  farmers  in  India  to  Increase  their  own  crops.  The  present  tight 
fertilizer  situation  in  this  country  raay  force  us  to  make  purchase  of  tois  item  out^ 
fide  the  U.S. 

The  urgent  needs  of  hungry  people  throughout  the  world  for  food  and  develop- 
ment and  the  concern  of  Americans  to  respond  creatively  to  those  needs  lead  us 
to  four  suggestions  toward  moving  P.L.  480  beyond  food  aid  into  a  broader  instru- 
ment for  Uie  setf-development  of  peoples. 

1.  Realizing  that  the  answer  to  world  hunger  requires  larger  production  in 
developing  countries  themselves,  and  realizing  that  fertiliaer  placed  in  the  hands 
of  farmers  at  the  village  level  in  developing  countries  where  we  and  other  a^ncies 
are  at  work  will  increase  local  food  production,  loe  suggest  that  tht  new  legitlation 
include  fertilizer  along  with  food  as  a  P.L.  480  ammodiiy.  Failing  this,  would  it 
not  be  possible  to  establish  some  kind  of  fertilizer  set-sside  to  enable  the  volun- 
tary agencies  to  secure  in  more  ready  and  timely  fashion  the  limited  amounts  of 
fertilizer  which  our  own  resources  can  underwrite? 

3.  Increased  shipments  of  non-P.L.  480  foods  by  our  agency  and  others  are 
putting  severe  pressure  on  the  A.I.D.  resources  within  the  Foreign  Aid  budgtft 
loroceanfreight  reimbursement  to  voluntary  agencies.  A. I. D.'s  so-called  "normal" 
freight  reimbursement  must  cover  not  only  food  and  fertilizer  but  also  other 
material  aid,  including  medical  and  health  items,  agricultural  tools  and  seeds, 
*ad  literacy  mateiiala.  We  therefore  auggeet  the  incorporation  into  new  P.L.  48O 
fcjtakfion  of  a  provision  for  the  reimburtement  of  ocean  freight  on  food  and  fertiliser. 
Tbia  would  not  only  be  consonant  with  the  purpose  of  the  legislation,  but  would 
felieve  the  pressure  on  the  limited  A.I.D.  fund.**  available  to  the  voluntary  agen- 
cies under  current  arrangements. 

3.  In  keeping  with  the  cou-sensus  of  governments  reflected  in  Resolution  XVIU 
of  the  World  Food  Conference,  we  ask  that  serious  consideration  be  given  to  enabling 
P.L.  iSii  to  serve  as  a  meani  to  "provide,  a»  appropriate,  additional  cash  resaurtxs 

for  conimodity  purchases  from  dei'eloping  countries"  for  use  and  distribution  by  vol- 
untary agencies  in  those  countries.  Sjch  a  measure  would  encourage  food  produc- 
tion in  developing  countries  themselves.  W'e  attach  the  full  test  of  the  Worid  Food 
Conference  Resolution  on  Food  Aid  for  your  information. 

4.  The  possibility  might  also  be  considered  of  allowing  the  use  of  funds  granted 
Under  P.L.  4S0  for  the  purrka^  of  agrieulturai  hand  io  la,  irrigation  pumps,  and 
other  impleinsnls  and  niaterials  thai  would  enable  the  poores  ■  farmers  in  a  developing 
ounlrit  to  increase  their  own  agricultural  productivity.  Our*food-for-work*pro grams 
currently  facilitate  agricultural  and  community  development,  but  non-food  items 
integral  to  those  projects  must  be  provided  with  funds  from  sources  other  than 
the  U.S.  government. 
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-  These  BUgKestions  are  designed  to  make  the  P.L.  480  lef!ialation  a  more  effective 
instrument  for  food  production  and  self-development.  Tbey  are  fully  in  keeping 
with  the  thrust  of  the  World  Food  Confereace  recommendations,  which  under- 
score the  need  for  food  to  serve  the  development  goals  of  poorer  nations  rather 
than  imposing  the  political  objectives  of  donor  countries  upon  them.  The  appar- 
ently increasing  pressure  for  political  use  of  P.L.  480  ia  of  serious  concern  to 
Church  World  Service.  We  loolt  upon  the  growing  public  support  of  private  vol- 
untary agency  assistance  as  an  encourasement  for  the  stren^hening  of  the 
humanitman  aspects  of  P.L.  430  and  for  tne  restoration  of  its  onginal  spirit  and 
Intent. 

BGBOLUTION  XVIII — AN  IMPROVED  POLICY  FOR  POOD  AID 

The  World  Food  Conference 

Recognizing  that,  while  the  ultimate  solution  to  the  problem  of  food  shortages 
in  develoijing  countries  lies  in  increased  production  in  tnese  countries,  during  the 
Interim  period  food  aid  on  grant  basis  and  any  additional  food  transfers  on  con- 
cessional or  agreed-upon  terms  to  developing  countries  will  continue  to  be  needed, 
primarily  for  meeting  emergency  and  nutritional  needs,  as  well  as  tor  stimulatiiig 
rural  employment  through  development  projects, 

Streening  the  importance  of  evolving  a  longer-term  food  aid  policy  to  ensure  a 
reasonable  degree  of  continuity  in  physical  supplies. 

Noting  that  contrary  to  earlier  expectations,  the  year  1974  has  failed  to  bring 
the  good  harvest  needed  for  the  replenishment  of  stocks  and  re-establistunent  of  a 
reasonable  degree  of  security  in  world  food  supplies,  and  expressing  concern  that 
most  developing  countries  will  not  be  able  to  finance  their  increased  food  import 
bUlu  in  the  immediate  period  ahead, 

Stressing  that  food  aid  should  be  provided  in  fonns  consonant  with  the  sovereign 
rights  of  nations,  neither  interfering  with  the  development  objectives  of  recipient 
countries  nor  imposing  the  political  objectives  of  donor  countries  upon  them, 

Emphasising  further  the  paramount  importance  of  ensuring  that  food  aid  is 
provided  in  forms  which  are  voluntary  in  nature  and  are  consistent  with  tiM 
agricultural  development  plans  of  recipient  countries  with  the  ultimate  aim  rf 
promotin^t  their  long-term  development  efforts  and  ensuring  that  it  does  not  act 
as  a  dJ!:incentive  to  local  production  and  cause  adverse  repercussions  on  the  domea- 
tic  market  or  international  trade,  in  particular  of  developing  countries, 

Tnking  note  with  interest  of  the  work  of  the  General  Assembly  at  its  twen^* 
ninth  session  on  the  subject  of  strengthening  the  Office  of  the  United  Nations 
Dianst-er  Relief  Co-ordinator,  in  particular  in  relation  to  disaster  preparednea 
and  pre-disaster  planning, 

Ueeognizi'ig  the  need  to  increase  the  resources  of  the  World  Food  Programmei 
■o  as  to  enable  it  to  play  a  greater  and  more  effective  role  in  rendering  development 
Assistance  to  developing  countries  in  promoting  food  security  and  in  emencoic; 
operations,  and  al.so  recognizing  the  need  to  increa."*  the  resources  of  UNICEF,  to 
enable  it  to  play  a  greater  role  in  meeting  the  food  needs  of  cbildrea  in  emergency 

1.  Afrms  the  need  for  continuity  of  a  minimum  level  of  food  aid  in  phyacal 
terms,  in  order  to  insulate  food  aid  programmes  from  the  effects  of  exceaave 
fluctuations  in  production  and  prices; 

2.  Rfrommfnda  that  nil  donor  countries  accept  and  implement  the  concept  of 
forward  planning  of  food  aid,  make  all  efforts  to  provide  commodities  and/or 
financial  assistance  that  will  en.-iure  in  physical  terms  at  least  10  million  tons  of 
fO'ains  as  food  aid  a  year,  atarting  from  1975,  and  also  to  provide  adequate  quan- 
tities of  other  fo<id  commodities: 

3.  Regufsis  that  interest  cercal5^^^xporting  and  -importing  countries  aa  well  as 
current  and  potential  financiiil  contributors  meet  as  itoon  as  possible  to  take 
copnlzance  of  the  needs  and  to  consider  wnys  and  means  to  increase  food  avail- 
ability and  finnncing  facilities  during  1975  and  I97fi  for  the  :iffectod  developing 
countries  and,  in  particular,  for  those  most  seriouslv  affected  by  the  current  food 

4.  I'riirf  all  diinnr  C'iun(ri'->i  to  fal  channel  a  more  siimilicant  proportion  of  food 
aid  ihroufth  the  World  F<"'d  Programme.  Is*  consider  increasing  progressively 
the  prant  component  in  !^l'ir  bilateral  food  aid  programmes,  (c)  consider  contrib- 
uting part  of  any  food  ;\id  repayments  for  supplementary  nutrition  programmes 
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and  emergency  relief,  (d)  provide,  aa  appropriate,  additional  cash  r 

food  aid  prop'animes  for  commodity  purchases  from  developing  countries  to  the 

cnaximiim  extent  possible; 

5.  Recommend&  that  the  Intergovernmental  Committee  of  the  World  Food  Pro- 
prwnme,  reconstitute  as  recommended  in  Conference  resolution  XXI  on  arrange- 
mentd  for  follow-up  action,  be  entrusted  with  the  task  of  formulating  proposals - 
tor  more  effective  co-ordination  of  multilateral,  bilateral  and  non-go vemmentaV 
food  aid  programmes  and  of  co-ordinating  emergency  food  aid; 

6.  Recommends  that  Governments,  where  possible,  earmark  stocks  or  funds  for 
meeting  international  emergency  requirements,  aa  envisaged  in  the  proposed^ 
international  Undertaking  on  World  Food  Security,  and  further  recommends  that 
intern.itionaJ  guidelines  for  such  emergency  stocks  be  developed  aa  a  part  of  the 
proposed  Undertaking  to  provide  for  aa  effective  co-ordination  of  emergency 
stocks  and  to  ensure  that  food  relief  reaches  the  neediest  and  most  vulnerable 
groups  In  developing  countries; 

7.  Recommends  that  a  part  of  the  proposed  emergency  stocks  be  placed  at  the 
disposal  of  the  World  Food  Programme,  on  a  voluntary  basis,  in  order  to  increase 
its  capacity  to  render  speedy  assistance  in  emergency  situations. 


Statement  of  Edwakd  M.  Kinnet,  Assistant  to  the  Executive  Di 
C\THOL(c    Relief    Services,     United    States     Catholic     Confebence, 
X(;w  York,  N.Y. 

My  name  is  Edward  M.  Kinney.  I  am  assistant  to  Bishop  Edward  E.  Swan- 
strom.  Executive  Director  of  Catholic  Relief  Services— United  States  Catholic 
Conference,  the  official  overseas  relief  and  development  agency  of  the  CatholJO 
hierarchy  of  the  United  States. 

I  am  delighted  to  appear  before  this  committee  at  a  time  when  it  is  re-evaluating 
the  impact  of  Public  Law  480,  both  at  home  and  abroad,  in  light  of  the  world  food 

This  hearing  presents,  in  my  opinion,  a  valuable  opportunity  not  only  to  indicate 
in  a  concrete  7\r.y  how  American  voluntary  aecncics  involved  in  overseas  food  aid 
can  play  an  oven  more  significant  part  in  helping  to  ease  the  world  food  supply 
situation  than  they  have  been  able  to  in  the  past,  but  equally  importantly,  ft 
chance  to  get  their  programs  back  on  track. 

First,  a  bit  of  background.  Since  foods  were  first  made  available  from  America's 
largesse  under  the  Agricultural  Act  of  1949,  the  voluntary  agencies  of  the  people 
of  these  United  States  have  literally  kept  millions  upon  milliona  of  hungry  humans 
from  starving  to  death.  Countless  hundreds  of  thousands  of  families  have  been 
returned  to  the  economic  mainstream  as  well,  and,  for  the  most  part,  their  children 
and,  in  some  cases,  even  their  children's  children,  because  of  voluntary  agency 
developmental  food  aid,  are  not  now  in  need  of  outside  food  assistance. 

The  agency  I  represent,  perhaps  the  most  experienced  in  conducting  overseas 
food  reUef  and  developmental  work  through  the  private  sector,  in  the  years  since 
1949  has  acquired  and  distributed  almost  11  million  tons  of  U.S.  Government- 
donated  foodstuffs.  In  the  early  'BOi,  its  annual  shipments  of  P.L.  480  feoda 
reached  a  high  of  more  than  850,000  t.ms  and  as  many  as  29  million  needy  men, 
women  and  children  received  supplemental  food  assistance  under  the  relief  and 
development  programs  it  sponsored. 

In  addition,  over  the  years  CRS  has  purcha-sed  substantial  quantities  of  special- 
ized food  itself  in  order  to  provide  essential  additional  supplements,  especially  for 
the  very  young.  It  also  has  been  favored  with  contributions  of  foods  and/or  funds, 
or  both,  from  other  governments,  from  private  sources  not  only  here  in  the 
United  States  but  in  Europe  and  Australasia,  and,  most  recently,  from  the 
European  Economic  Community. 

What  has  attracted  so  much  support  to  voluntary  agencies  such  as  CRS  in  the 
past  has  been  the  unique  contribution  they  are  able  to  make.  This  is  two-fold: 
(1)  An  ability  to  reach  the  economically  deprived  directly  and  at  minimum  cost, 
and  (2)  the  capacity  to  create  indigenous  structures  virtually  at  the  grass  roots 
level  for  the  orEaniEatinn  and  operation  of  the  kind  of  food  aid  programs  (nmong 
other  developmentid  efforts)  which,  in  a  real  wny,  enable  the  almost  helpless  to 
help  themselves.  But,  seemingly  inexorably,  the  fundamental  nature  of  volagency 
programs  has  been  undergoing  a  change.  Today,  one  would  have  difficulty  in 
distinguishing  voluntary  efforts  under  P.L.  480  from  any  other  government  eco- 
nomic assistance  program  in  terms  of  the  rubrics  employed  to  begin  them,  shape 
them  and  terminate  them 
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For  one  thing,  the  kutnanilarian  aipeeli  of  vohinlary  Title  II  food  aid  are  »Uai 
being  reguIaUd  out  of  exitUnce.  Each  year,  the  margin  of  flexibility  remaining  to 
voluntury  agency  in  initiating,  shaping  and  adminiatcring  oveneos  food  distri 
tion  programs  seems  to  dimijush.  Strictly  governmental  yardeticks — gross 
tiouul  pniduct,  the  economic  viabilitj;  of  the  program  country,  and  similar  geui 
vconomic  indices,  plus  political  eoruideraliona  which  in  recent  years  have  lorn 
larger  and  larger, — yardsticks  which  should  be  applied  to  official  government 
tpv(^niDi(H)t  programs  but  not  to  people-to-people  programs,  are  used  to  reguli 
to  dpti>rmine  the  nature  of,  and,  in  many  instances,  to  phase  out,  voluntary  effi 
to  (fiHl  the  hungry. 

Aud  Ihia  prol>)em  will  not  be  solved  from  within.  I  do  not  blame  those  in  clui 
(if  I''o»d  for  Pence  progrnming  particularly.  I  iiave  some  understanding  of 
pn'HMiircs  under  which  tlicy  work,  and  our  points  of  agreement  far  outnumber 
'<iifT<Ti'm'('<.  I  know  from  experience  how  regulations  beget  more  and  more  regi 
lions.  ViTli!ipi<  the  \'iiluntarj-  agencies  themselves  are  responsible,  at  least  in  p. 
for  not  tiiking  steps  to  halt  this  tn-nd  long  ago.  One  thing  I  know  for  sure — i 
is  the  tinie  to  do  something  about  it. 

This  situ:itinn  is  piirt  of  a  larger  problem,  namely,  the  necessity  of  restructui 
Piiblio  Ij)w  4S0  so  that  that  which  is  obviimsly  poUticnlly  motivated  and  Bit 
tured  fiHid  assistance  cannot  be  prograiiied,  labeled  and  applied  ii^rainst  availf 
funils  imder  the  guise  of  hHHianitarian  aid.  Frankly,  I  foresee  this  kind  of  situat 
uiHinE  until  and  unless  a  separate  Title  of  PubUc  Law  4S0,  comptetely  reeer 
and  nmdi'd  fiir  ^■olu^^tn^y  agfiicy  humanitarian  people-to-people  programs 
•stahli<hed.  I  would  then  hopo  these  programs  would  have  a  chance  of  being 
stored  li)  their  former  humanitarian  stature.  To  my  mind,  tlus  kind  of  resti 
turin>;  >li.'uld  go  hand-in-hand  with  the  complete  separation  of  -American  milit 
•id  fruia  l",S.  economic  sjisistance. 

tpstifyintt  heforo  the  Senate  Committee  on  Foreign  Relation 
present  Title  II  prograni  guidelines  precluded  the  utilieatioi 
t-donated  fi'>i>ds  to  fet'd  the  binigry  (except  under  dire  emerge 


fointod  iHit  that  present  Title  II  prograni  guidelines  precluded  the  utilieatioi 
r.S.  (!i>\'i'rnmeiit -donated  fi'>i>ds  to  fet-d  the  hungry  (except  under  dire  cmerg 
condiri.i'is^  unless  lal  they  are  i>regiiant  or  iactating  mothers  with  children  u 
fire,  >h'  th^y  are  able  to  partici|>at«  in  food-for-work  nroicranui,  or  (c^  t 
•tttiid  a  .i;,y  school  ot  si'condarj'  level  or  below  at  which  a  meal  based  u 
P.L.  -ISO  fi.>.wl»  is  served.  In  other  words,  the  halt,  the  lame  and  the  blind  se 
intdy  fan  Siaj^-e  to  death  as  far  as  our  govemtnent  planners  are  concerned  un 
other  soi:rct'.<  of  food  can  l>e  fotmd  for  them.  This  is  a  form  of  triage  which  I 
■ure  is  abWrrevt  to  the  ovemhelming  majority  of  .Americans.  It  puts  the  pe( 
<rf  Ai!;."4ca  in  a  iwi>t  unfavorable  light.  We  appear  to  be  heartless.  We  offer 
help  a^  a  ripitre»<n*aiive  of  the  American  jieople,  but  we  withhold  it  from  the  n 
neeitv.  not  beoanse  w«  want  to.  but  because  oiu-  government  ^aj-s  we  have 
Surt'lr.  this  is  a  situ.ition  which  cries  to  high  heaven  for  change. 

A  riiniest  was  a:ade  some  months  ago  fw  permission  to  use  ai  least  a  mot 
peiwn'.agi>  of  L".S.  tkivemment -dona ted  fciidstuffs  for  the  relief  of  those  un 
tunate^  who  are  literally  the  poorest  ot  the  poor  and  who  ha\-e  no  other  source 
help  :o  whirh  ;o  ti:rc.'Yet.  the  months  pass  and,  while  one  exception  haa  b 
made,  the  fiv.iicliT-.es  n^msin  the  same.  Is  it  any  wonder  that  I  ask  again  t 
Aini-rifa's  iT.T.cira  f.T  humanity  tor  the  sake  of  htunanily  be  permitted  to  ret 
to  .^'.n^Ti.-ar.  v.il'j[:;aiy  o\-erse^  food  assistance  programs? 

T',^)  i!).-.;;',.  ihr^t  it  tht  m^Utr  of  p-Mrum  rupp.ti.  After  assuring  that  Amni 
hur.'.ar.i:.^r:an  aid  wl".  in  faft.  be  permitted  to  be  truly  humanitarian,  and  dirM 
lowan)  trr,v.?iivins  the  q-.ialitr  o^  lite  of  those  at  the  bottom  ot  the  ecooo 
lad^r  m  {he  d^wKviinf  ci>~.:'D'>ries,  there  is  the  critical  maiier  of  dci»rmiii 
what  k:t.<is.  whiT..  fw  h-w  lone,  and  how  much  of  .\raerie,t"s  food  supply — a 
our  i-w,-.  natiiiT^al  ::eeds  ha^*  b?en  :a£«n  care  '^ — will  be  devi>ied  to  this  iwrpi 
Th*  ;-as",  #ev*rai  years  have  t*en  a  virtual  debsi'le  fr^m  :;ie  viewpoint  of  supi 
Milk,  .'.s  y  ■■:  k-c-w.  has  isa:-Te.*red  frotr.  the  avaiiabiliiy  list,  althou^  ■ 
«9K-.r^f«  rf-,^3:jy  dii  »-.-«:ve  V  wisdf.\U  of  j>onie  U*,00<!)  iocs.  Inndenialli 
imdrT»i:ar.i  :ha;'  =:i'J:  *:-,x:ss  a»  -w  largje  tha:  W.'XW  torj  may  t*  givea  to' 
Wori.i  F.vd  Fr.'«ra-a'  In  ti?  arsMt*  <4  irJik,  :he  v-xuiitarr  agencies  begat 
dfptr.i  .-T^::  C?if,  :i.*  t-ja  s^::ti~  «>r::-*.-'yfl-ir;lk  bler.J  devi«ed  as  a  re^! 
nr:;;.  Tbis  7r.  d-— -:  tlj^-.  r->:  ji:'^  ::  c?i::r.:i;j  Tniik,  h*.*  gor.e  ry  the  beards.  H 
e»vr.  the  .-  -;L:;-i?i  jvaIlar:L',T  :f  wr*al-i,  -.he  R-.i'.kless  b-:t  h:^h  protein  bl 
Wi'B,  ar.a  trj  i;i-,ra?cr;i-i,  :.:;t.  :^:Ti-'.:  ve^tai'Ie  oU.  h.is.  in  Theory,  mat 
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must  provide  (he  facilities,  manpower,  local  supervision  and  as  much  funding  as 
they  can  generate)  and  host  country  governments  (upon  wliich  volimtary  agpnciea 
rely  for  duty-free  entry,  customs  clearance,  and,  in  moat  instances,  for  inland 
transportation  and  warehousing).  These  programa,  which  muat  conform  to  AID 
guidelines  mandating  all  aspect^  from  the  cateeories  of  recipients  which  are  per- 
missible to  the  sise  of  the  monthly  ration  on  which  a  program  may  be  based,  are 
then  submitted  to  U.S.  Governmental  representatives  overaeaa  for  review  and 
Approval.  In  whatever  form  they  survive  this  review,  (and  sonte  reshaping  at 
that  level  seems  inevitable),  they  are  forwarded  to  the  vijageney's  home  office 
in  the  United  States  for  submission  to  AID/ Washington,  There  they  undergo 
another  review  before  they  are  submitted  to  the  Interagency  Staff  Committee 
for  a  final  OK.  Almost  without  exception,  the  additional  chanRes  are  mandated  at 
the  Washington  level.  Time  after  time,  we  have  asked  for  tne  rationale  behind 
the  recommended  changes  in  order  to  be  able  to  ecplain  them  to  those  who  ao 
laboriously  put  the  programs  togethM  in  the  first  jdace,  without  success. 

The  process  of  frfucing  vol^ency  program  coverages,  mandating  pha'W-outs, 
changing  program  emphases,  etc.  at  times  seems  endless.  For  instance,  one  of 
the  most  fruitful  and  readily  accepted  types  of  food  assistance  demonstrated  hy 
American  voluntary  agencies  overseas  is  that  devised  under  the  food-for-wow 
concept.  This  type  of  food  aasistance  not  only  avnts  starvation  but  enables  the 
completion  of  thousands  upon  thousands  of  comuiunity  improv^nent  projects 
ranging  from  the  building  of  latrines,  the  construction  of  access-to-market  road^ 
to  the  construction  of  sorely  needed  cUnics  and  dispensaries  and  the  dignng  and/or 
deepening  of  wells  in  the  hardest  hit  drought  areas.  Yet  rec«itly,  I  read  a  copy  of 
an  AID  message  to  the  field  in  which  it  was  suggested  that  all  voluntary  agency 
food-for-work  projects  should  be  conducted  on  a  fully  cash  basis.  Where  the  money 
was  to  come  from,  of  course,  remained  obscure.  However,  if  this  buggestion  i» 
taken  seriously,  it  would  just  about  end  this  highly  desirable  and  overwhelmingly 
pn>duetive  kind  of  food  assistance  wherever  it  is  implemented  by  voluntary 
agencies. 

There  is  real  cause  for  wonder  why,  year  after  year,  voluntary  agencies  are 
confronted  with  what  seems  to  be  a  deliberate  policy  of  containment  and  diminu- 
tion ua  far  as  Title  II  overseas  food  distribution  programs  are  concerned.  Thi) 
policy  docs  not  seem  to  be  in  line  with  the  plaudits  every  President  of  the  United 
Statea  since  1949  has  bestowed  upon  them.  Nor  does  it  appear  to  be  in  harmony 
with  the  intent  of  Congress  which  has  been,  and  I  believe  still  ie,  constant  in  its 
understanding  and  praise  of  them  as  low  cost,  effective  delivery  systems  for 
American  humanitarian  aid.  Still — and  the  record  will  bear  me  out— the  ogencies 
themselves  are  confronted  year  after  year  with  a  virtual  policy  of  attrition. 
Truly,  somebody,  somewhere,  is  out  of  step. 

To  add  to  a  sorry  enough  situation,  the  time  lag  between  government  food 
availabiUty  estimates  used  to  monitor  volagency  programs  and  actual  available- 
food  supplies  and  funds  presents  a  problem.  Early  this  year,  USAIDs  were 
furnished  by  AID/ Washington  with  proposed  recipient  levels  for  voluntary 
agency  FY  '76  food  programs.  These  seem  to  have  been  decided  more  than  a 
year  ago  and  are  apparently  based  upon  estimates  at  that  time  of  a  much  tighter 
food  situation  than  now  exists. 

There  has  been  considerable  activity  during  the  past  week  among  the  program 
planners.  I  understand  that  Title  II  funding  for  FY  '76  will  be  almost  three  times 
that  of  FY  '75.  How  much  will  go  into  voluntary  agency  humanitarian  programs? 
That,  I  do  not  know.  Yet,  our  FY  '76  Estimates  of  Requirements,  country  by 
country,  were  supposed  to  have  been  in  AID'a  hands  by  February  ISth  and  the 
restrictive  recipient  levels  transmitted  to  USAIDs  several  months  ago  still  hang 
over  our  programs  like  a  wet  blanket. 

I  realize  the  function  of  Title  II  programming  is  invested  in  AID  while  USDA 
assumes  the  responsibility  for  commodity  supply.  I  mention  to  this  Committee 
some  of  the  programming  difficulties,  however,  in  order  that  its  members  may 
have  a  more  coniplete  overview  of  what  is  happening  to  the  vaunted  humanitarian 
pr^rams  of  America's  voluntary  a([encies. 

"Die  matter  of  program  supply  lies  within  the  purview  of  this  Committee.  1 
ask,  therefore,  that  steps  be  taken  to  assure  Committee  support  for  volaR  food 
aid  suppUea  quantitatively  as  well  as  aualitatively.  Present  Title  II  pTocvrement 
practices,  for  intilance,  simply  do  not  lake  into  account  voluntary  agency  program 
needs.  A.s  a  result,  voluntary  agency  program  directors  must  attempt  to  administer 
food  assistance  on  a  hand-to-mouth  basis  and  sometimes  even  to  try  to  keep  such 
programs  going  when  commodities  liternlly  go  outn^f-stock  overseas.  Far  ton  often, 
it  becomes  impossible  for  them  to  deliver  a  nutritionally  nreaningful  food  suppl»- 
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ment  to  a  hungry  person.  In  a  i«ry  real  sense,  because  of  the  lack  of  continuitv 
with  which  foods  are  niudo  nvitiiul)le  for  programs,  the  basic  obJecUves  of  the 
programs  themselves  arc  vitiated. 

I  realize  that  last  year,  what  with  the  AdminUtratioa  trying  to  decide  what  it 
would  promise  in  the  wajf  of  food  aid  at  the  World  Food  Conference  (and  the 
delays  which  followed  while  its  dedsion  was  further  agonized),  aU  kinds  of  reUted 
decisions  regardmg  availability,  etc.  had  to  be  postponed.  The  fact  is,  however 
that  voluntary  agency  supph-  problems  do  not  basically  stem  from  food  shortage* 
nor  adminiPlrative  delaj-s.  The  feust  or  famine,  and  sometimes  penny  wise  but 
pound  foolii.'h  in  terms  of  human  value,  procurement  practicep  of  USDA  require 
redirection  and  re-examination  if  America's  voluntary  agency  food  assistaace 
programs  are  to  realize  their  objectives.  Some  of  these  difficulties  stem  from  the 
fact  that  volagency  foods  are  limited  by  what  the  dollar  ulll  buy.  If  these  programa 
are  to  be  effective,  their  supply  of  food  must  be  assured  on  the  basis  of  pounds, 
not  dollars.  I  am  aware  that  this  mav  require  the  Executive  Branch,  from  time  to 
^iiie,  to  use  the  tremendous  discretionary  funds  at  its  disposal  bo  that  budgets 
may  be  simplemented  as  commodity  price  increases  necessitate.  Something  must 
be  done.  So  chaotic  and  unpredictable  has  the  input  to  volagency  supply  lines 
been  the  past  two  years  that  AID  itself  has  departed  from  its  own  guidelines  and 
has  not  officially  accepted  and  approved  volagency  food  progiams  quantitatively 
except  on  a  post  facto  basis.  Under  these  circumstances,  you  can  imamne  how 
diffioixlt  it  has  been  for  volagency  program  directors  overseas  to  antic^ate  de- 
liveries and  thus  make  judicious  use  of  existing  food  stocks. 

A  hard  look  al   I'SDA's  procurement  jiractieea  would  be  helpfrd  to  the  end  thai, 

rsn  the  neceisary  foods  and  funds,  continv-iiy  in  volagency  program  »iipply  would 
assured.  A  review  of  USDA's  skipping  practice!  woiild  likewise  be  helpful  so  that 
food  p.ircels  large  enough  to  require  the  chartering  of  vessels  or  able  to  be  (com- 
bined with  Kovemment  shipments  to  the  same  destination  in  the  interest  of 
establisbing  freight  economics,  would  also  be  handled  in  such  a  way  as  to  minimize 
delivery  delays  of  commodities  vital  to  volagency  food  distribution  programs. 

I  hope  I  am  not  taking  too  much  time  plying  you  with  details.  I  am  afraid  if 
thev  are  not  put  before  you,  the  problems  they  represent  will  not  be  overcome. 

There  is  one  additionid  proin-am  need  I  ask  this  Committee  to  consider.  Voluntary 
food  aid  involves  not  only  immediate  assistance  to  the  hungry,  but  the  use  of 
commodities  in  longer  range  developmental  project  work.  Moreover,  in  view  of  the 
world  food  supply  situation,  America's  voluntary  agencies  are  placii^  renewed 
emphasis  on  hclpiM  small  rural  farmers  in  the  developing  countries  to  grow  more 
and  better  food.  Taousand';  ujion  thousands  of  school  gardens  have  been  oraa- 
nized  year  after  year  by  CRS  counterparts  overseas  us  a  natural  adjunct  to  CB3 
school  feeding  programs.  And  this  type  of  activity  will  continue.  But  today's 
ciitical  food  supply  situation  requires  tliat  far  more  oe  done  to  lessen  the  depend- 
ency of  the  peoples  of  the  developing  world  on  outside  sources  for  their  bsMc  looda. 
Voluntary  agencies  such  as  Catholic  Relief  Ser\'ice9  which  sponsor  broad  maternal- 
child  health  programs  have  created  infrastructures  through  which  millions  of 
rural  farmers  can  readily  be  reached.  This  is  particularly  true  in  Africa.  What 
America's  voluntary  Bfioncies  need  is  seeds,  fertilizers,  tools,  etc.  (or  ^e  funds 
with  which  to  purchase  them)  and,  perhaps  most  importantly,  the  advice  and 
asiislance  of  competent  agriculturalists  or  agronomists.  To  what  extent  this 
Committee  can  help  with  the  fonuer  I  do  not  icnow.  I  do  know  that  the  Departs 
ment  of  Agriculture  has  ai  an  integral  part  of  its  organization  an  Extension  and 
Marketing  Service  without  jjariillel  throughout  the  agricultural  world.  I  am  aware, 
also,  of  the  enormoiLsly  important  ijart  this  .service  has  played  in  the  outstanding 
production  records  establishi'd  by  tnc  Atnerican  farmer.  1  have  often  stood  talking 
with  the  tiller  of  a  small  farm  overseas  and,  with  heavy  heart  viewed  the  pitifully 
small  crop  being  grown,  knowing  how  dependent  for  sustenance  throughout  the 
long  months  of  the  dry  season  the  farmer  aud  his  family  were  going  to  be  on  a  very, 
verv  meager  harvest.  (There  is  liitle  point  in  talking  to  a  farmer  about  growing 
additiiinalfood  for  the  market  when  he  can't  produce  enough  for  himself  and  his 
family.)  Invariably  my  thoughts  went  to  our  own  farmers  .and  the  bounty  they 
produce.  Could  tiot  our  Agriculture  Department  help  supplement  America's 
contribution  through  it-*  voluntary  agencies  by  subverting  some  of  its  Extension 
Service  experts  to  thciu  for  o\'(rseas  ad\'ice  and  assistance? 

True,  thi-:  kind  of  help  hai  been  available  on  a  guvemnicnt-to-government 
basis  from  time  to  tituc,  but  I  am  talking  about  putting  it  to  work  at  the  grass 
roots  level  through  Aiiieriea's  voluntary  agencies  tor  that  is  where  we  have  to 
begin  it  we  arc  going  to  get  the  job  done.  In  my  opinion,  a  cmiperative  jtrogram  of 
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this  nature  would  be  of  inestimable  value  in  augmeating  voluntary  agency  efforts 
aimed  not  only  at  increasing  the  output  of  local  foods  but  in  lielping  local  farmers 
to  produce  more  nutritious  (ooda. 

Humanitarian  aid  to  the  less  fortunate  oveiseas  has  always  been  an  overt 
expression  of  American  compassion.  The  agencies  most  deeply  involved  in  repre- 
senting the  great  heart  of  America — the  agencies  that  see  world  hunger  not  as  an 
abstraction  out  in  terms  of  miilions  upon  miliiona  of  starving  humans^are  not 
having  an  easy  time  carrying  •ut  their  commitment  to  the  American  people.  They 
need  your  help.  In  summary,  they  need  your  interest,  concern  and  intervention 
to  the  end  that: 

Explicit  statutory  recognition  be  given  to  the  kind  of  priority  assigned  to  Ameri- 
ca's humanitarian  obligations  and  commitments  as  carried  out  by  the  voluntarj 
agencies. 

Public  Law  480  is  restructured  so  that  one  section,  by  definition  and  funding, 
is  devoted  to  voluntary  humaoitarian  food  assistance,  and  that  alone. 

America's  voluntary  humanitarian  aid  programs  are  accorded  an  assured 
supply  of  foods  determined  by  tonnage  and  on  a  multi-year  basis  where  indicated 
with  adequate  advance  notice  of  the  availability  of  such  to  enable  them  to  pro- 
gram the  most  effective  usage. 

— USDA  review  its  procurement  and  shipping  practices  as  they  relate  to 
voluntary  agency  program  supply,  with  a  view  to  eliminating  avoidable 

— USDA  investigate  the  possibility  of  assisting  voluntary  agencies,  through  the 
loan  of  qualified  Extension  Agents  for  advice  and  assistance  overseas  as  an 
important  input  into  the  eipnnded  efforts  the  agencies  are  now  making  to 
increase  the  production  of  local  foods. 
— This   Committee  support  American   voluntary  agencies  in  their  plea  for 
seeds,  fertilizers,  tools,  etc.   (or  the  funds  for  the  procurement  of  same)  so 
that  the  new  and  vigorous  effort  to  play  a  part  in  easing  the  world  food 
shortage  in  which  the  voluntary  agencies  are  now  involved,  would  be  effec- 
tively implemented. 
— Finally,  and  perhaps  most  importantly,  that  the  present  restrictive  program 
guidelines  be  changed  so  that  help  to  the  poorest  of  the  poor  is  not  only 
permissible,  but  achievable. 
There  should  be  a  vast  difference  between  food  assistance  programs  admin- 
istered by  American  voluntary  agencies  and  those  planned  and  administered  on 
a  govern  me  nt-to-govemment  basis.  Government-to-government  programs  must 
be   based  on  the  hard  political  and  economic  facts  of  international  exist«nce. 
Voluntary  agency  programs,  on  the  other  hand,  are  supposed   to  reflect  the 
compassion  and  concern  of  the  American  people  for  their  needy  brethren  overseas. 
As  the  years  go  by,  the  latter  are  being  cast  more  and  more  in  the  image  of  the 
former.  Nothing  has  been  gained  by  this  trend.  In  my  opinion,  much  has  been 
lost.  Let  us  put  the  human  oack  in  our  humanitarian  aid  programs,  and  let  us  do 
it  now. 

I  thanic  this  Committee  for  the  opportunity  of  appearing  before  it,  I  trust  I 
have  been  of  some  assistance  in  outlining  the  problems  which  American  voluntary 
agencies  face  in  carrying  out  their  food  assistance  programs  overseas  and  in  sug- 
gesting ways  in  which  these  can  be  resolved. 

The  Chairman.  The  next  witness  is  Mr.  James  P.  Grant,  president, 
Overseas  Development  Council. 

STATEMENT  OF  JAUES  F.  QRANT,  FBESIDENT,  OVERSEAS 
DEVELOFMEMT  COUMCIL 

Mr.  Grant.  With  your  permission,  my  longer  statement  will  be  in 
the  record. 

Mr.  Chairman,  I  welcome  this  opportunity  to  testify  on  invitation 
on  the  need  for  food  assistance  in  the  new  era  that  lies  ahead.  I 
personally  consider  Public  Law  480  to  be  one  of  the  more  innovative 
and  creative  pieces  of  legislation  that  any  country  has  had  over  the 
last  20  or  30  years.  In  my  judgment,  these  hearings  could  not  be  more 
tiniely  for  several  reasons. 
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First,  the  World  Food  Conference  has  outlined  the  principles  for  a 
cooperatiTe  global  approach  to  solving  world  food  problems,  tb» 
objectives  to  be  achieved  over  the  next  decade,  and  instatudonal 
stnictures  and  the  means  for  obtaining  them. 

Remai^bly,  on  a  scale  never  before  equaled,  a  major  global 
problem  has  evoked  a  truly  global  proposed  response  that  is.  both 
comprehensive  and  massive.  But  the  accomplishmenta  of  the  World 
Food  Conference  remain  largely  at  the  level  of  rhetoric.  Their  meaning- 
ful implementation  still  Ues  aliead.  It  is  in  this  new  global  policy 
context  that  Public  Law  480  needs  to  be  considered. 

Second,  the  world  economy — in  fact,  the  world  order — is  in  sore 
distress  and  still  deteriorating,  with  the  majority  of  the  least  developed 
countries,  and  their  poorest  in  particular,  being  most  adversely 
affected.  The  need  for  Public  Law  480  continues  to  be  very  great. 

Third,  by  last  summer  the  United  States,  the  food  and  fertilizer 
center  of  the  world,  was  not  implementing  even  the  semblence  of  a 
global  food  policy,  beyond  that  of  maximum  profits  for  agricultural 
exports. 

As  the  world  food  system  has  been  disintegrating  under  the  impact 
of  a  number  of  short-term  and  long-term  trends,  so  has  the  U.S. 
food  policy;  only  with  the  World  Food  Conference  has  the  reversal 
begun.  Many  of  the  basic  policies  for  the  future  remain  to  be  decided. 

t'ourth,  tlie  U.S.  Government  still  appears  to  be  displaying  an 
appatling  lack  of  ui^ency  in  addressing  immediate  food  needs  of  those 
facing  death  from  increased  hunger  and  malnutrition  as  a  consequence 
of  the  crises  and  disasters  of  the  past  2  years.  Less  than  20  percent  of 
the  food  aid  hud  been  shipped  by  early  February,  even  though  the 
most  acute  noed  in  many  distressed  areas  will  be  in  the  late  sprii^ 
before  the  winter  crops  are  harvested.  In  fact,  some  knowledgeable 
observers  seriously  question  whether  all  this  aid  can  be  physically 
shipped  before  the  end  of  the  fiscal  year  4  months  hence. 

Fifth,  the  Congress  has  made  a  major  contribution  over  the  past 
2  years  to  the  shaping  of  the  newly  emerging  and  hopeful  proposals 
for  U.S.  food  policies.  The  need  and  potential  for  a  continuing  congres- 
sional contribution  remains  very  great. 

In  the  balance  of  my  paper,  Mr.  Chairman,  I  make  seven  recom- 
mendations. In  the  body  of  my  paper,  I  talk  some  more  about  the 
Workl  Food  (.lonforence  and  the  fact  that  the  current  world  food 
problem  is  really  a  part  of  a  much  lai^r  global  set  of  problems — the 
energy  crisis,  the  inflation  crisis,  are  all  a  part — and  that  there  has 
been  a  very  great  contrast  between  the  global  response  to  the  world 
food  problem  and  the  global  response  to  the  energy  problem,  with  all 
the  pluses  in  my  judgment  favoring  the  way  the  world  food  problem 
has  been  tackled.  On  the  energy  side,  the  approach  has  been  competi- 
tion between  the  old  rich  and  the  new  rich,  with  a  lot  of  people  being 
fored  on  the  side.  With  respect  to  the  world  food  problem,  the  world 
as  gotten  together,  started  hammering  out  an  approach  that  gets 
everybody  in,  the  Russians,  the  Chinese,  the  OPEC  countries,  the 
rich  countries,  the  developing  countries,  and  it  has  a  very  skillful  set 
of  instrumentalities  to  involve  these  countries. 

I  then  discuss  briefly  the  continuing  plight  of  the  fourth  world. 
The  World  Bank  studies  make  it  very  clear  that  these  poorest  coun- 
tries with  about  1  billion  people  in  them  will  probably  face  declining 
per  capita  GNP  for  the  next  5  to  6  years  at  least.  This  obviously 
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creates  a  major  set  of  problems.  These  coimtries  have  bopay  over  $3 
bUlion  additional  for  their  higher  oil,  food,  and  fertilizer  costs,  with 
roughly  50  percent  of-  the  increased  costs  being  paid  to  the  oil  coun- 
tries, and  50  percent  of  the  increase  being  paid,  to  the  developed  coun- 
tries for  food  and  fertilizers. 

The  rest  of  the  world  is  beginning  to  respond  to  these  problems  of 
the  fourth  world,  a  good,  bit  more  affirmatively  than  we  have.  The 
Europeans  and  Japanese  have  come  up  with  some  major  additional 
programs  of  support,  much  to  the  surprise  of  many.  The  OPEC 
countries  have  committed  about  $2,5  biDion  of,  new  money  to  these 
fourth  world  countries  alone.  Until  the  President  made  his  move  on 
increasing  Public  Law  480  title  1  levels  2  weeks  ago,  there  really  had 
been  no  major  U.S.  response  to  this  set  of  problems. 

I  have  a  table  in  my  paper  that  shows  the  status  of  shipments  and 
how  these  countries  have  been  funding  their  imports. 

Finally,  with  respect  to  the  seven  recommendations,  the  first  is  that 
Public  Law  480  amounts  should  be  increosed.  I  recommend  that  the 
Congress  set  a  minimum  amount  for  PubUc  Law  480  each  year  as  well 
as  a  current  maximum  authorized.  I  suggest  a  figure  of  8  or  9  miUion 
tons  a  year,  so  this  would  be  a  known  amount  certain  regardless  of 
other  grain  exports. 

Secondly,  I  urge  that  the  Congress  legislate  a  requirement  to  the 
executive  "branch  to  make  earher  deciBions,  at  least  on  a  minimum 
amount  of  food  aid.  The  waste  and  inefficiency  of  what  has  happened 
this  year  is  absolutely  mammoth.  The  United  States  is  only  going  to 
get  a  fraction  of  the  value  on  our  food  aid  dollar  the  way  it  has  been 
handled. 

Third,  I  recommend  that  we  grant  back  a  far  larger  share  of  the 
proceeds  of  our  title  I  sales  to  the  fourth  world  countries.  These 
countries  are  in  acute  distress,  much  more  so  than  in  the  past.  The 
other  countries  giving  food  aid  today  have  about  80  percent  of  their 
food  aid  on  a  grant  basis.  We  have  only  about  40  percent  of  our  food 
aid  on  a  grant  basis. 

Senator  Dole,  Other  countries?  We  do  most  of  it,  do  we  not? 

Mr.  Grant.  The  food  aid  now  from  the  other  OCED  countries  is 
running  $500  million  a  year.  Ours  is  running  for  the  same  category 
about  S730  million  a  year.  This  year,  the  OCED  food  aid  will  be  larger. 

The  Chairman.  What  do  you  mean  by  OCED? 

Mr.  Grant.  The  food  aid  that  comes  out  of  the  European  Com- 
munity, Japan,  Canada. 

The  Chairman.  The  rest  of  the  world? 

Mr.  Grant.  This  would  not  include  the  Russians  or  the  Chinese. 

Senator  Dole.  They  are  not  doing  anything,  are  they? 

Mr.  Grant,  The  Russians  last  year  made  a  2  million-ton  food  loan 
to  India.  The  Chinese  have  extended  a  certain  amount  of  food  aid. 

Senator  Dole,  We  are  doing  more  than  all  of  those  countries? 

Mr.  Grant.  We  are  doing  about  the  same  as  the  rest  of  the  world  put 
together.  We  do  provide,  as  you  know,  about  half  of  the  total  food  that 
moves  in  the  world  food  trade. 

My  fourth  recommendation  is  that  title  I  food  aid  should  be  tied 
much  more  closely  in  the  future  to  programs  of  developing  countries 
for  increasing  food  production. 

Eifth,  I  pick  up  and  amplify  on  the  recommendations  of  the  volun- 
tary orgamzations  testifying  immediately  before  me  on  the  need  to 
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increase  title  II  food  aid  and  to  permit  more  long-range  planning.  My 
final  recommendations  are  that  Public  Law  480  programing  should  he 
closely  integrated  with  the  world  food  reserve  system  and  mere  should 
he  improved  reporting  to  Congress. 

The  Chairman.  Your  time  has  expired.  I  do  want  to  compliment 
you  on  your  statement,  particularly  the  emphasis  on  trying  to  help 
people  help  themselves.  I  think  in  the  long  range  we  cannot  be  ex- 
pected to  try  to  feed  therest  of  the  world.  We  do  not  have  the  capacity, 
we  do  not  have  the  food,  we  do  not  have  the  resources. 

I  think  what  we  ought  to  try  to  do  is  teach  them  to  do  more  to  help 
themselves.  I  believe  one  of  the  other  witnesses  quoted  a  portion  of  &n 
incomplete  statement.  If  you  give  a  man  a  fish,  you  have  to  give  him 
another  one  tomorrow.  He  wii)  be  hungry.  If  you  teach  him  to  fish, 
he  can  catch  fish  for  himself  the  rest  of  his  life.  That  is  what  I  think  we 
have  to  do  more  of. 

Are  there  any  questions? 

Senator  Dole.  I  think  it  might  be  helpful  if  we  could  have  some 
background  on  the  Overseas  Development  Council.  I  am  aware  of  it, 
I  know  it  was  organized — I  just  checked  to  make  certain — in  1969.  I 
know  Father  Hesburgh  is  the  chairman. 

If  you  could  furnish  that  for  the  record,  it  might  be  helpful.  There 
are  so  many  groups  coming  in  saying  they  represent  so  many  people. 

Mr.  Grant.  I  would  be  glad  to. 

[The  following  material  was  subsequently  received  for  the  record :] 

The  Overseas  Development  Council  is  a  private  non-profit  research  and  public 
ediiciition  orgiinization  dealing  with  the  relationships  between  the  U.S.  and  the 
dcveldping  countries.  It  van  founded  in  1969  by  a  group  of  business  and  academic 
leaders  to  help  provide  objective  background  information  and  global  perspective 
for  the  public  discussion  and  resolution  of  fundamental  issues  affecting  U.S. 
relations  with  the  developing  countries.  Our  support  comes  from  foundations, 
corporations  and  private  individuals,  and  the  Chairman  of  our  Board  ia  Reverend 
Theodore  M.  Hesburgh,  C.S.C.,  the  president  of  Notre  Dame  University. 

Thi'  Council  has  both  a  research  and  public  education  function.  On  the  research 
side,  the  slaB  is  dealing  with  questions  of  global  interdependence,  the  world  food 
crisis,  reform  of  the  international  economic  system,  U.S.  trade  policy,  and  the 
need  for  new  development  strategies.  The  Council  also  seeks  to  communicate  tlie 
results  of  its  work  to  a  number  of  different  audiences.  The  Council  holds  meetings 
and  seminars  here  in  Washington  and  works  closely  with  the  press  and  media.  In 
addition,  the  Council  has  produced  materinl^  for  ti-^c  by  religious  organizations 
und  in  school  curricula  and  our  staff  wcirk-  with  a  broad  range  ot  citizen 
organizations. 

The  Chairman.  Senator  Clark? 

Senator  Clahk.  One  question  following  the  chairman's  question. 

There  is  a  common  recognition  or  should  be  in  tlxia  country  that  we 
cannot  continue  endlessly  with  food  aid  to  feed  the  world.  We  just  do 
not  have  llie  productive  capacity  to  do  that,  witli  a  growing  popula- 
tion, forever.  The  short-term  answer  is  food  aid  and  the  long-term 
onsiwer  has  to  be  development  of  self-sufficiency. 

Wliat  lire  we  <loing?  You  are  head  of  an  oi^anization  that  studies 
development.  What  is  our  country  doing  in  tenns  of  assistance  or 
olher  kinds  of  iiid  by  Wi*y  of  development?  How  do  we  rank  with  the 
otlior>?  What  is  our  record  there,  or  what  should  it  be  in  your 
judjrmeut? 

Thit.t  I'learly  is  the  long-term  solution.  We  camiot  just  depend  on 
fooii  iiid  forever. 


,y  Google 


867 

Mr,  Grant.  You  arc  absolutely  right.  The  U.S.  Department  of 
Agriculture  put  out  a  verj'  interestmg  study  not  too  long  ago  pointing 
out  that  if  there  was  an  increased  global  cooperative  effort,  it  ought 
to  be  quite  possible  10  years  from  now  to  get  the  food  import  require- 
ment of  the  developing  countries  to  a  point  even  less  than  it  is  today. 
That  is  in  contrast  to  the  commonly  stated  assumption  at  the  World 
Food  Conference  that  the  problem  is  that  the  worid  import  require- 
ments will  go  from  20-odd  million  tons  now  to  85  million  tons  10 
years  from  new. 

I  would  say  that  foreign  assistance  le^slation  that  is  now  on  the 
books  as  a  result  of  the  congressional  initiatives  in  1973  is  really  quite 
imi^inative  in  its  focus  on  our  assisting  food  production  abroad.  The 
new  approach  is  well  spelled  out  in  the  current  legislation.  Also,  there 
was  an  increase  of  authorization  for  food  production  assistance  this 
year.  The  Congress  has  yet  to  act  upon  the  appropriation.  I  would 
hope  that  could  continue  and  expand  in  1976  and  beyond. 

Frankly,  I  see  a  real  possibility  for  tying  Public  Law  480  in  wish 
an  effort  to  increase  food  production  because  the  real  need  in  these 
countries  is  somehow  to  get  the  small  farmers  who  contrtl  most  of  the 
acreage  in  the  productive  process.  Wliat  they  need  is  credit,  farm-to- 
market  roads,  local  facilities,  education.  In  mv  judgment,  if  the 
governments  to  which  we  made  the  food  aid  available  were  prepared 
to  agree  to  iise  the  sales  proceeds  to  augment  rural  development  and 
food  production,  particularly  with  reference  to  the  small  farmer, 
we  would  then  grant  it  back  to  them. 

This  is  frankly  the  major  suggestion  I  have  in  here.  This  way  it 
seems  to  me  we  have  a  built-in  system  that  the  chairman  was  recog- 
nizing— the  more  aid  you  give,  the  more  support  there  is  to  step  up 
food  production  in  the  country  itself. 

Senator  Clakk.  I  understood  Mr.  Parker  to  say  today  that  that  is 
what  the  money  was  being  used  for.  They  were  trying  to  do  that. 

Mr.  Grant.  One  of  the  problems  they  have  under  the  Foreign 
Assistance  Act  is  that  it  is  largely  funds  to  be  spent  outside  the 
country.  There  is  a  real  need  in  many  ways  to  have  funds  to  spend  for 
credit  and  local  purposes  inside  the  country,  and  with  the  payments 
that  we  get  for  the  food  aid,  this  would  be  a  possibility. 

Senator  Clakk.  How  do  we  compare  with  other  countries  in  regard 
to  that  kind  of  development  assistance?  Do  other  countries  have 
development  assistance  m  the  same  way? 
How  do  we  compare  to  them? 

Mr.  Grant.  They  do.  In  the  last  few  years  they  have  pulled  ahead 
of  us  to  the  point,  as  you  know,  our  aid  as  a  percent^e  of  gross 
national  product  is  down  to  one  quarter  of  1  percent,  we  are  14th  of 
16  industrial  nations. 

What  has  been  most  interesting  in  the  last  year  or  so  is  to  watch 
the  OPEC  countries  get  into  the  development  business.  This  year 
the  OPEC  countries  will  be  providing  more  development  assistance 
on  concessional  terms  to  the  "fourth  world"  than  the  United  States. 
In  many  ways  it  is  very  proper.  They  have  a  much  higher  price  they 
are  chaining  for  their  oil. 

It  is  worth  remembering,  however,  that  we  also  have  a  much  higher 
price  we  are  cha^ng  for  our  food.  The  Indians,  for  example,  have 
just  finished  buying  $600  million  worth  of  food  from  this  countrj-. 
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That  food  cost  them  some  S400  million  more  than  if  they  bought 
that  same  food  2  years  ^o. 

We  are  now  proposing  a  food  credit  sale  prc^am  to  them  ot  about 
$150  niiliioB.  Our  credit  sales  are  not  even  lialf  the  size  of  the  price 
differential  we  have  gotten. 

The  Chairman.  TTiank  you  Mr.  Grant. 

(The  [wepared  statement  of  Mr.  Grant  follows:) 

Statement  OF- James  P.  Grant'  Fit>:GiDENT,  Overse.u  DErzi.OPiiENT  Comic ii< 

PL  «Sa's  TUIRU   DECA&E HUUAMTABIAN    FOOD   AID  tX  THE  POST  WOBI.D   FOOD 

COKFCEESCE    EBA 

Mr.  Chairmaa  and  Members  of  the  CDiamittee: 

I  welcome  the  opportunity  to  t<^tify  at  your  invitstion  on  the  need  for  food 
assistance  in  the  new  era  tfast  lies  ahead.  These  hearings  could  not  be  more  timely 
for  several  reasons. 

First,  the  World  Food  Conference  has  outlined  the  principles  for  a  cooperative 
^obal  approach  to  solving  world  fnod  probieins,  objectives  to  be  achieved  over 
the  next  decade  and  the  institutional  structures  nnd  the  means  for  attaining 
them.  Remarkably  and  on  a  scale  never  before  equalled,  a  major  ^obsl  pruWem 
has  evoked  a  truly  global  proposed  response  that  ie  both  comprehenfflve  and 
massive.  But  the  accomplishments  of  the  World  Food  Conference  rem^u  laroely 
at  the  level  of  rhetoric.  Their  meaningful  implementation  still  lies  ahead.  It  is 
in  this  new  global  i>olicy  context  that  PL  480  now  needs  to  be  comadered. 

Second,  the  world  economy,  in  fact  the  world  order,  is  in  sore  distress  and  stiU 
deteriorating,  with  the  majority  of  the  least  developed  coimtriee,  aod  tbeir 
poorest  in  particular,  being  most  adversely  affected.  Barring  major  iuteroational 
action  the  situation  of  the  poor  majority  throughout  the  world  can  be  expected 
to  continue  to  deteriorate  over  the  next  several  years.  Droughts,  the  doubling 
and  quadrupling  of  fond  and  enei^-  price?  and  associated  dislocations  continue 
to  doom  great  numbers,  possibly  millions,  to  jircmAiure  dL-at.hs  from  increased 
malnutrition  and  even  outright  starvation  in  1975  and  1976. 

Third,  by  last  summer  the  United  States,  the  food  and  fertilizer  center  of  the 
world,  was  not  implementing  even  the  semblance  of  a  global  food  policy — beyond 
that  of  maximum  prnfiis  for  agricultural  exports.  The  past  two  yean>  have  given 
evidence  of  an  accelerated,  large  scale  erosion  of  the  comprehensive  set  of  humani- 
tarian as.sLst3acc  policies  that  for  tn'enty  years  served  as  a  symbol  for  America's 
concern.  United  States  food  aid  for  FY  74  was  less  than  40  percent  of  its  average 
volume  for  the  late  )960s  and  early  1070s,  and  approTtimately  one  half  of  that 
greatly  reduced  amount  went  to  Indochina.  In  some  w^^-s  the  United  States  has 
even  aggravated  the  world  food  problem  b.v  misguided  actions.  New  fertiliser 
sales  to  developing  countries  were  effectively  restricted  from  October  1973  to 
June  30,  1974,  and  even  now  de\plopi[ig  coiintrics  pay  fat  higher  prices  tor  pur- 
chases of  nitrogenous  fertilizers  from  .Ajiierican  sui'iiilicrs  than  do  .\inerican 
farmers.  As  tho  world  food  system  has  been  diMnipgnuing  under  the  impact  of  a 
numberof  short  term  and  long  term  trend.-',  sn  has  United  States  food  policy;  only 
with  the  World  Food  Conference  has  the  rtversjil  begun.  Many  of  the  basic 
policies  for  the  future  remain  to  be  dfeided. 

Fourih,  the  U.S.  Government  still  appear,?  lo  be  displaying  an  appalling  lack 
of  urgency  in  addressing  immediate  food  needs  of  those  facing  death  from  in- 
creaseid  hanger  and  malnutrition  as  a  consequence  of  the  crises  and  disasters  of 
the  past  two  years.  In  the  year  of  the  greatest  world  hunger  since  World  War  U 
and  its  immediate  aftermath,  the  United  States  did  not  decide  on  food  aid  levels 
under  PL  480  until  late  January  1975,  after  seven  month."  of  the  tiFC.il  year  had 
elap^ied.  Af  of  early  February,  1975,  the  private  aitencies  engaged  in  food  assist- 
ance overseas  still  did  not  know  the  amounts  thej-  would  receive  under  PL  480 
Title  II;  nor  were  country  allocations  for  eoncc'sional  sales  of  food  under  PL4S0 
Title  I  public  knowledge,  if  in  tact  they  had  been  niadi'.  I^ess  Ihnn  20  percent  of 
the  food  aid  had  been  shipped  by  early  Febniarj-,  e\'('n  thouph  the  most  acute 
need  in  many  distressed  areas  will  be  in  the  late  sp'ring  before  the  winter  crops  are 
hari-ested.  In  fact,  some  knowledgeable  observer*  -^priously  question  whether  all 
this  aid  can  be  physically  shipped  before  the  end  of  the  iiscal  year  four  months 
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Fifth,  the  Congress  has  made  a  major  contribution  over  the  past  two  years  to 
the  shaping  of  the  newly  emerging  and  hopeful  proposfds  for  United  States  food 
policies.  The  need— and  potential — for  a  continuing  Congressional  contribution 
remains  very  great. 


I.   THE  WORLD  FOOD  CONFERENCE — A 

The  World  Pood  Confercoec  at  Rome  in  November  1974  oame  at  a  time  td 
world  crisis  easily  comparable  to  that  of  the  mid  1940s  and  of  the  late  19208  and 
<arly  1830s.  In  addition  to  the  cyclical  and  short  term  factors — widesproftd 
droughts^ — the  unprecedented  global  boom  of  early  1970s,  the  Yom  Kipper  war- 
there  also  were  a  number  of  important  longer  run  "secular  factors. 

Important  among  the  secular  factors  is  the  fact  that  recent  economic  growth 
rates  have  apparently  outrun  the  capacity  of  the  worid's  economic,  social,  and 
political  systems  to  respond  and  ada.pt  fast  enough  to  sustain  them.  Like  the 
shurt  circuits  in  an  over  loaded  elfctiical  system,  a  rash  of  societftl  breakdowns 
are  resulting  from  man's  apparent  inability  to  adapt  his  institutions  fast  enough 
to  permit  a  continuation  of  the  rapid  increases  in  output  required  to  satisfy  the 
demand  resulting  from  unprecedented  incrensc.i  in  population  and  affluence  and 
to  meet  the  demands  of  poorer  nations  and  people  for  a  more  equitable  sharing 
of  the  proceeds  of  growth.  As  the  world  has  moved  from  the  $1  trillion  economy 
of  the  late  1940s  into  the  $3  trillion  economy  of  the  early  19708,  it  has  begun  to 
experience  ecological  overloads  in  its  cities  and  lakes,  political  overloads  as  grow- 
ing demand  shifted  oil  from  a  market  for  buyers  to  one  for  previously  weak  sellers, 
and  actual  production  overload  in  food  and  fertilizers  demand  has  phvsicaJly 
outrun  the  traditional  forms  of  supply.  Not  only  have  food  reserves  dropped 
sharply,  but  the  Food  and  Agriculture  Organization  projects  that  in  the  absence 
of  special  measures  the  cereals  deficit  of  the  developing  countries  would  rise  by 
a  staggering  85  million  tons  a  year,  compared  with  16  million  tons  of  net 
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imports  in  1969/72. 

The  response  of  coimtries  to  the  changing  energy  a  .  . 
drnmatically  different.  The  primary  emph.isisin  the  response  to,the  energy  c 
has  been  thai  of  confrontation,  with  the  "new  rich''  and  the-"ild  rich"  pitting 
themselves  against  each  other.  There  is  no  agreement  on  either  long-or  short 
term  objectives,  and  many  countries  particularly  the  poorer  ones,  .ire  being 
seriously  and  unnecessarily  injured  a.*  a  consequence 

The  approach  to  the  food  issues  at  the  World  Food  Conference  ;md  subsequently 
could  not  be  more  different.  The  hope  of  the  Conference  was  captured  by  Secre- 
tary Kissinger  in  the  closing  words  of  his  address  at  Rome: 

"Let  the  nations  gathered  here  resolve  to  confront  the  challenge,  not  each  other. 

"Let  us  agree  that  the  scale  and  severity  of  the  task  require  a  collaborative 
effort  imprecedented  in  history, 

"And  let  us  make  global  cooperation  in  food  a  model  for  our  response  to  other 
challenges  of  an  interdependent  world — ^energy,  inflation,  population,  protection 
of  the  environment." 

The  promise  of  the  Conference  is  that  it  treated  the  food  problems  as  being 
global  in  scale  and  warranting  an  unprecedented  global  response  involving  all 
nations  as  required  to  meet  the  need.  Global  goals  and  objectives  were  set  and 
means  proposed  for  meeting  them — over  the  long,  medium,  and  short  term. 
The  one  serious  short  coming— the  failure  to  agree  on  the  specifics  for  increasing 
food  aid  to  meet  the  emerging  needs  of  the  immediate  months  ahead — should 
have  been  largely  overcome  by  President  Ford's  late  January  decision  to  increase 
American  food  aid  for  FY  1975  by  an  additional  two  million  tons  to  a  total  of 
«ome  5.. 5  million  tons. 

The  World  Food  Conference  resolutions  have  such  promise  that  if -implemented 
in  a  meaningful  faskton,  the  Rome  Conference  ten  years  hence  may,  in  my  judge- 
ment, take  on  an  institution  launching  image  somewhat  comparable  to  that  now 
attributed  to  the  Bretton  Woods  meeting  which  led  to  the  establishment  of  the 
Iniemational  Monetary  Fund  and  the  World  Bank.  The  Conference  goals  address 
needs  over  the  long  term  for  increasing  productiiui  in  the  developing  countries, 
for  building  a  new  world  food  security  system,  and  for  providing  more  immediate 
aid.  Its  resolutions  propose  a  complementary  family  of  institutions  to  address 
every  major  aspect  of  the  world  food  problem,  and  has  skillfully  sought  to  involve 
all  the  major  potential  actors  on  the  global  food  scene:  a  World  Food  Council  of 
36  members  representative  of  the  new  world  balance,  a  Consultative  Group 
on  Food  Production  and  Investment  to  help  ensure  action  on  key  in\'estmen1, 
and  production  problems,   an   -Agricultural   De\elopment  Fund  to  encourage 
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increased  financing  from  the  richer  OPEC  countries,  a  system  on  world  food 
securitv  to  involve  the  major  grain  exporters  and  importers,  an  improved  poUcf 
for  food  Hid,  etc.  A  major  effort  was  made  to  involve  the  USSR,  the  PRO  and 
the  OPEC  nations  to  a  degree  appropriate  to  their  potentials  for  helping  to  mee 
and  overcome  world  food  issues. 

Since  virtually  all  the  World  Food  Conference  resolutions  require  furtht 
action — and  elaboration — before  they  can  be  given  moaning,  the  accomplishmeDi 
of  the  Conference  still  remain  largely  at  the  rhetorical  level  and  in  their  promise  < 
future  collaborative  effort.  The  early  establishment  of  the  World  Food  Cour»< 
by  the  General  Assembly  with  Dr.  John  Hannah  serving  as  the  acting  esecutJA 
secretary  and  of  the  important  Consultative  Group  on  Food  Production  an 
Investment  under  the  Chairmanship  of  Edivin  M:irtin  hold  out  encourngemer 
that  the  Conference  resolutions  arc  being  taicen  seriously  by  governments  am 
international  institutions.  Possibly  even  more  important  a>:  tests  ore  whetJiei 
eeriouB  negotiations  get  under  way  and  make  progress  toward  establishing  a~ 
intemaWonaJ  system  of  national  grain  icsqcv^s,  early  agreement  is  reached-  o 


production  from  some  $1.5  billion  annually  at  the  present  i 
closer  to  the  $5  billion  said  to  be  required  to  step  up  food  production  aubstaotially 
in  the  developing  countries.  The  importance  of  the  latter  is  brought  out  in  tlit 
USDA's  latest  estimate  that  there  need  be  no  increase  in  the  grain  import  require- 
ments of  the  developing  countries  by  IflS.')  if  usage  of  fertilizer  is  increased  by  1 1( 
IH  percent  a  year  above  the  1960-72  triMid  gnuvth  commonly  assumed  in  the  us" 
of  fertilizer  between  now  and  1983. 

II.  THE  PLIGHT  or  THE  FOURTH  WORLD—AND  THE  L'NITKD  BTATKS  nBSPOSSB  TO  D.^T; 

Some  30-40  countries — mostly  located  in  South  Asia,  Saholian  Africa,  and.  !■ 
a  lesser  extent,  the  Caribbean  are  most  seriously  affected  by  the  "system  overload 
for  oil,  food  and  fertihzers — they  are  acutely  distressed  as  a  result  of  higher  price 
for  these  commodities  without  significant  offsets  from  higher  prices  for  th 
products  they  sell.  The  most  severely  affected  countries— a  new  "Fourth  World 
of  some  1  bilhon  very  poor  people  living  in  countries  with  per  capita  income  moatl 
under  $200 — face  the  likelihood  of  ncgati\-e  growth  over  the  T:e?:t  .5-7  years  in  tti 
absence  of  major  rescue  measures.  The  World  Bonk  projects  a  negative  4  percen 
growth  in  per  capita  income  tor  these  countries  for  the  years  1974-80.  Their  ne 
share  of  the  identifiable  increases  in  costs  for  their  fuel,  food,  fcrtiliaer  and  othe 
essential  imports  is  over  S3  billion,  of  which  approximately  half  consists  of  th 
increased  costs  of  imports,  notably  food  and  fertilizer,  from  the  industrial  countriei 
Malnutrition,  and  with  it  death  rates,  will  increase  noticeably  in  these  countrie 
which  include  sonic  80  percent  of  the  estimated  460  million  malnourished  peopl 
in  the  world.  Understandably,  Gkivernmcnts  are  toppling  under  these  stresses. 

The  rest  of  the  world  has  begun  to  respond  lo  the  plight  of  these  countrie 
and  their  need  for  both  increased  cmcrftencj"  aid  and  for  long  term  develoj: 
ment  support  but  in  a.  highly  uneven  fashion.  The  Japanese  and  the  Canadian 
have  each  pledged  increased  aid  of  SlOO  millinn  or  more;  the  European  Econonii 
Community  has  pledged  $500  million  additional  but  has  conditioned  much  of  i 

1  additional  aid  from  the  OPEC  countries  and  the  United  States.  OPEC  b 


lateral  commitments  to  these  countries  are  now  estimated  at  approximatel 
S2.5  biUion,  with  additional  sums  having  been  jiledged  to  multilateral  mstitution: 
This  comes  to  over  one  percent  of  their  GNP  for  these  countries  alone.  Th 
United  States  has  been  conspicuously  slow  in  responding  despite  the  fact  thp 
our  total  economic  aid  disbursements  for  all  countries  is  now  down  to  approx 
mately  .25  percent  of  GNP  and  the  United  Stales  i«  possibly  the  single  large; 
beneficiary  of  the  additional  S3  billion  these  countries  :ire  paying  for  their  import 
because  of  higher  costs  of  food,  fertilizer  and  oil. 

President  Ford's  reported  decision  to  increase  PL  480  food  aid  lo  approximatol 
$1.6  billion  for  the  anipment  of  approximately  ."i.-i  million  tons  of  grain  for  a. 
countries  under  Title  I  and  11  should  belatedly  improve  the  relative  position  ( 
the  Unit«d  States  response.  As  can  be  seen  from  the  attached,  less  than  20  pei 
cent  of  Title  I  food  assistance  had  beiiii  shipped  l>y  early  Felimaryj  and  none  t 
India  which  has  already  bought  more  than  ;l  millinii  Ion-  rif  iitimi  hi  Ih.-  Uriilc 
States  iilone  out  of  its  own  scarce  flnuiiciul  resourci-a  and  at  a  ci>--l  of  stain;  8400  mi 
lion  more  than  if  purchased  in  1972, 

As  shown  in  the  table  below  the  unfilled  needs  of  the  most  severely  affecte 
countries  required  I^  nest  July  1  still  totalled  some  4.8  million  tons  as  of  Januar 
24  according  to  FAO  estimates  and  sonic  3  million  tons  :ls  of  January  31  accordin 
to  USD.\  estimates.  Both  figures  are  shocking  indictments  of  the  workings  of  th 
world  system  since  the  amounts  involved  in  late  dcliverits  represent  hunger  an 
malnutrition  for  millions  on  the  one  hand  and  just  a  small  fraction  of  the  grai 
actually  wasted  in  the  industrial  countries  each  year  on  the  other. 
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\f  IN  MSAs  AND  AMOUNT  FILLED  BY  AID  AND  COMMERCIAL  PURCHASES 
IFAO— Jin.  24,  in  mlHioru  MT  fiiuca)  «ppri>x.| 


Food  dsficll 
Julyl 

Cammorcial 

Foo 

aid              « 

1:3 

^ 

SSTl':::::::::::::: 

FAO  eslimalei 
Julvl 

of  world  Juod  deficit  (%  being  closed  by  commercial  purchaeea) 

Mminn  bnl 
17.0 

'  3.0 

'  I;BDA  uUiUBUa. 

TABLED 

-TITLE  1  FISCAL  YEAR  1975  (AS  OF  FEB.  )0) 

AirMmenli 

Shipped 

MlMt 

« 

whti 

Rice 

Ctwnlry 

toM 

Amount 

Metric 

Amount 

Matric 
Ion) 

Amount 

Metric 
Ion]        Amount 

19.0 

EO 

(22.8 

11 

IS):? 

!9.5 

'!i; 

::      50 

25 

0.0 

47.0 

8.5. 

W.S 

36.0 
18.0 

94.5 

I««l 

"     ^ 

175.7 

m 

ZM.a 

602.5 

100.9 

2*4.6           103.2 

847,100,000  or  1213,100,000.  Plut  2,600.1 

III.    PUBLIC    LAW    Ill's   THIRD    DECADE- — SOME    RECOMMENi 

The  United  States,  which  now  ships  ap pros i mutely  half  of  all  the  grain  that 
moves  in  world  trade  and  more  than  two-tnirds  of  the  grain  that  moves  in  trade 
between  the  regions  of  the  world,  should  retain  PL  480  as  an  important  foreign 
policy  and  humanitarian  instruement  ot  the  American  people.  But  certain  im- 
provements are  recommended  to  make  PL  480  more  relevant  to  the  changed  needs 
of  the  decade  that  lies  ii^ead. 
1.  AmouTiU  Shovld  Be  Increased 

Food  aid  over  the  balance  of  the  decade  should  be  returned  to  at  leasl  the  levels 
of  approximately  9  million  tons  averaged  in  the  late  19608  and  early  1970s  with 
at  lea.st  70  percent  being  earmarked  for  the  most  severely  affected  countries.  The 
World  Food  Conference  has  recommended  a  minimum  of  10  million  tons  of  grain 
for  food  a,ssistance  annually;  the  most  severely  affected  countries  are  going  to  be 
facing  staggering  financial  difficulties  over  the  next  five  years  with  extremely 
serious  problems  of  hunger  and  malnutrition,  and  this  amount  is  not  excessive 
for  the  United  States  at  a  time  when  its  aid  has  declined  to  the  point  ot  being 
among  the  lowest  among  the  industrial  nations  as  a  percent  of  GNP  (.25  percent) 
and  the  richer  OPEC  countries  are  now  committed  to  providing  a  far  higher  share 
of  their  GNP  for  aid  over  the  next  several  years.  It  does  mean,  however,  a  con- 
scious decision  to  give  a  high  priority  to  food  aid  and  not  to  continue  to  treat  food 
aid  for  poor  nations  and  hungry  people  as  the  residual  use  of  food  and  budgetary 
resources. 
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S.  Earlier  Decisions 

The  decisions  as  to  food  aid  for  Fourth  WoUd  countries  and  for  voIuntoJ 
agencies  should  be  made  early  each  fiscal  year.  The  process  followed  in  ld75,  < 
delaying  the  major  decisions  until  early  February,  could  hardly  have  been  moi 
inefficient  and  has  led  to  great  waste  at  a  time  when  the  lives  of  millions  are  i 
stake.  The  legislation  might  specify  a  date,  such  as  September  15,  by  which  "tl 
allocations  of  say  the  first  6  million  tons  of  food  assistance  will  have  been  ffiadi 

5.  More  Grants  for  Mo»l  Severely  Affected  Countries  to  Spvr  Food  Production  mm 

Deveiopment 
The  Fourth  World  countries  will  be  in  acute  financial  distress  ov^  the  neirt  dye 
yenrs,  and  probably  for  most  of  the  1980s,  and  will  face  massive  problems  of  hunger 
and  malnutrition.  At  the  same  time  they  have  great  jwtenHal  for  increasing  their 
food  production,  particularly  through  labor  intensive  means,  and  the  World  Food 
Conference  has  called  for  greatly  increased  assistance  for  this  punjose  as  one  of  itn 
central  recommendations.  A  majority  of  United  States  bilateral  food  aid  has  been 
proiided  on  credit  terms  ia  recent  years  in  sharp  contrast  to  the  practice  of  otlm 
countries,  which  provide  such  assistance  primarily  on  a  grant  basis.  The  OECD 
estimated  that  in  H)73  the  United  States  provided  S425  million  of  its  S730  million 
in  bilateral  and  multilateral  food  aid  on  a  loan  basis,  whereas  the  other  OECD 
countries  provided  only  S107  million  of  their  $500  million  in  food  aid  on  a  loan 

It  is  proposed,  therefore,  that  the  legislation  state  that  proceed-j  of  Title  I  PL  480 
be  granted  back  to  the  most  severely  affected  countries  where  it  is  determined  that 
these  can  be  effectively  utilized  to  advance  the  priorities  set  forth  in  the  Foreign  As- 
sistance Act  to  advance  food  production  and  rural  deveiopment,  education  and 
health  and  population  programs. 

4.   Titlo  I  Food  Aid  For  MSAs  Should  Be  Tied  More  Closely  To  Increasing  Food 
Prnduelioii  and  Related  Programs 

Two  accusations  arc  frequently  le\'elled  against  food  aid.  The  first  is  that  it 
usually  results  in  adversely  affecting  domestic  food  production,  either  by  depress- 
ing food  prictts  unduly  or  by  permitting  local  government  to  avoid  facing  difficult 
decisions  required  to  increase  domestic  food  productio'i.  The  other  is  that  put  forth 
by  the  proponents  of  "triage"  and  "lifeboat"  theories — many  of  the  poorest 
countries  arc  hopeless  and  t^  help  them  only  delays  the  dav  of  reckoning  and  de- 
prives others  of  resources  which  they  could  use  effectively,  "fhere  is  some  substance 
on  occasion  to  the  first  contention,  and  very  little  to  the  second  if  a  serious  com- 
prehensive effort  is  made  at  the  time  the  food  3s«stanoe  is  provided  t-o  address  the 
food  production  problem,  and  particularly  to  involve  the  small  farmers.  We  are 
learning  that  where  small  producers  arc  effectively  involved  in  increasing  produc- 
tion their  yields  can  double  and  triple  and  birth  rates  drop  sharidy  as  the  improve- 
ment in  their  way  of  life  greatly  increase  their  motivation  for  smaller  families. 

//  the  PL  480  legislation  assures  minimum  levels  of  food  aid  for  the  future  and 
early  decisions  on  country  levels,  and  sales  proceeds  are  granted  back  for  develop- 
ment, food  assistance  can  become  a  major  partner  in  a  comprehensive  food  produc- 
tion effort  in  many  countries,  thereby  answering  both  the  criticisms  so  often 
levelled  at  food  aid. 
■5.   7\lte  II  Food  Aid  Should  Be  Inereased  and  Assured 

With  the  greatly  increased  need  for  humanitarian  assistance  in  the  Fourth 
World  at  this  time  ot  crisis  and  tor  increasing  food  production  in  these  countries, 
far,  far  more  could  be  accomplished  with  the  Title  II  assistance  dollar  if  quantities 
and  kinds  of  commodities  are  known  well  in  advance.  Private  voluntary  agencies 
have  demonstrated  that  they  can  accomplish  a  great  deal  with  food  for  work, 
nutrition  and  maternal  and  child  welfare  programs  if  tlhey  only  have  a  sense  of 
assurance  on  supply.  If  the  United  States  Government  had  muitiyear  firm  pro- 
grams with  voluntary  agencies  the  already  satjrfying  return  on  the  assistance 
given  them  could  be  greatly  iner'^a.ied.  ilany  of  these  organisations  have  the 
flexibility  and  management  capacity  to  pioneer  new  approaches  to  difficult  wel- 
fare and  de\'elopment  problems,  niany  of  which  can  later  benefit  larger  pro- 
grams of  governments.  But  to  do  so  truly  effectively  far  more  assurance  is 
required  with  respect  to  their  receipts  of  Title  II  supplies. 

6.  PL  iSO  Programmina  Should  Be  Closely  Integrated  Wilh  The  World  Food  Re- 

serve System 
The  International  undertaking  on  World  Food  Security  endorsed  by  the  World 
Food  Council  contemplates  a  system  ot  increased  food  stocks  in  both  the  principij 
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„  and  importing  nationa.  However,  storage  is  botii  more  difficult  in  the 
more  tropical  countries  and  a  more  onerous  financial  burd^i  in  tiiese  potucr  couo' 
tries.  Under  tbese  circumstances  an  assured  PL  480  supply  could  be  iiiKgrally 
linked  in  negotiation  with  respect  to  an  adequate  reserx'e  system  for  ('"'iiitries 
in,  My,  Afiioa  and  South  Asia 

7.  Imprm>ed  MonUoriag  and  Evalualien  Beportiag  To  CongreM  By  Ihc  Executive 
Branch 

PL  480  since  its  outset  has  been  a  uniquely  cooperative  enterpriso  between  the 
Congress  and  the  Executive  Branch.  Congress  hn^  voted  multiyear  author! latioos 
at  generous  leveb  and  appropriations  are  provided  virtually  automaliealty  on 
the  basis  of  CCC  reimbursements.  In  recent  years  the  Eieoutive  Branch  has 
increasingly  taken  this  unusual  and  valuable  delegation  of  authority  for  granted, 
to  the  detriment  of  both  its  relationship  with  Congress  on  this  program  and,  in 
my  judgement,  the  quality  of  one  of  the  most  creative  and  useful  programs  ever 
crefli«l  by  any  government. 

One  alternative  is,  of  course,  to  seek  recourse  in  the  annual  process  of  authoriza- 
tion and  appropriation  followed  with  respect  to  aid  under  the  Foreign  Aasistance 
Act.  This  would  have  disadvantages  however,  in  terms  of  improving  the  efficient 
long  term  use  of  food  aid  along  the  lines  discussed  eaiUer.  The  alternative  is  both 
to  provide  the  Eiecutive  Branch  with  more  guideUnes  and  to  improve  the  laoni- 
toring  and  reporting  process  of  the  Executive  Branch.  The  former  approach 
was  followed  in  requinng  that  70  percent  of  all  food  aasistauce  go  to  the  most 
eerioualy  aSected  countries,  and  I  have  suggested  several  mora  in  my  testimony: 
minimum  as  well  as  maximum  avail abiU ties,  increased  grants  tied  to  increasing 
food  production,  etc.  These  could  be  usefully  complimented  by  a  much  more 
comprehensive  and  timely  series  of  reports  and  evaluations  to  the  Congress  on 
PL  480  which  might  encompass  follow-up  on  World  Food  Council  resolutiona 

The  Foreign  Assistance  Act  enacted  in  December  1973  a  requirement  that  the 
President  estabUsh  a  Development  Coordination  Committee  consisting  of  repre- 
sentatives from  Executive  agencies  that  have  a  major  impact  on,  or  interest  in, 
the  development  of  the  poor  countries  to  advise  him  on  coordination  of  United 
States  policies  and  programs  affecting  the  development  of  the  developing  countries. 
This  body  might  be  an  appropriate  source  for  more  comprehensive  and  timely 
reports  to  the  Congress. 

Another  alternative  of  coiu^e,  for  improving  the  dialog  between  the  Congress 
and  the  Executive  Branch  on  this  set  of  issues  would  be  for  the  President  to 
appoint  a  "food  czar"  as  has  been  recommended  by  a  number  of  prominent 
Senators  and  private  individuals. 
Contusion 

Food  has  always  been  central  to  lite  itself;  a  fact  many  Americans  have  tended 
to  forget  along  with  the  importance  of  the  American  farmer  who  produces  for 
himself  and  more  than  50  others,  when  food  in  North  America  seemed  in  such 
endless  abundance.  The  events  of  the  past  two  years  have  provided  a  rude,  but 
necessary,  awakening.  Death  rates  are  up  in  many  parts  of  the  world  as  rising 
food  costs  have  contributed  aa  much  or  more  as  rising  oil  costs  to  the  double 
digit  global  inflation  of  the  past  two  year?.  The  prospects  for  the  global  order 
and  well  being  of  another  bad  weather  year  like  that  of  the  current  year  are 
horrible  to  contemplate;  and  theexperts  paint  a  distressing  picture  of  the  prospects 
of  the  poorer  countries  in  the  absence  of  major  collaborative  international  action 
to  change  present  trends.  This  crisis  in  food  has  come  at  a  time  of  other  shortages 
sod  a  whole  new  set  of  challenges  to  the  established  views  and  expectations  of 
only  two  and  three  years  ago.  Aa  Secretary  Kissinger  said  in  a  television  interview 
on  January  16:  "I  feci  we  are  at  a  watershed.  We're  at  a  period  which  in  retrospect 
is  either  going  to  be  seen  as  a  period  of  extraordinarv  creativity  or  a  period  when 
really  the  international  order  came  apart  politicaUy,  economically,  and  morally. 
I  believe  that  with  all  the  dislocations  we  now  experience,  there  also  exists  an 
eitraordinary  opportunity  to  form  for  the  first  time  in  history  a  truly  nlobal 
Bociet}'  carried  by  the  princijile  of  interdependence.  And  if  wo  act  wisely  and  with 
vision,  I  think  we  can  look  back  to  all  this  turmoil  as  the  birth  pangs  of  a  more 
creative  and  better  system.  If  we  miss  the  opportunity,  I  think  there's  going  to 
be  chaos." 

The  United  States  at  the  World  Food  Conference  has  helped  pioneer  the 
beginnings  of  a  dynamic  and  unique  approach  to  the  world  food  problem,  and  a 
revised  and  up  dated  PL  480  program  has  a  major  role  to  contribute  if  this  new 
approach  is  to  achieve  the  potential  the  world  so  desperately  needs. 
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The  Chairman.  The  next  witness  is  Herbert  Waters,  preadeot, 
American  Freedom  from  Hunger  Foundation. 

STAT£U£NT  OF  HERSERT  WATERS,  FRESmENT,  AHEBICAB 
FRKESOSC  FROU  HUITaER  FOITKBATION 

Mr.  Waters.  Mr.  Chairman,  my  name  is  Herbert  J.  Waters.  I  am 
appearing:  before  you  as  president  of  the  American  Freedom  (tom 
Hunger  Foundation,  but  basing  my  observations  and  comments  on 
extremely  close  involvement  with  our  bilateral  and  multilateral  food 
aid  programs  since  their  inception. 

My  statement  is  prepared  m  three  parts,  Mr.  Chairman,  but  my 
intention  is  to  only  present  orally  the  summstry  highl%hts  of  my  ob- 
servations and  suggestions,  and  ask  that  the  balance  of  the  presenta'' 
tion  be  included  in  the  hearing  record,* 

The  American  Freedom  from  Hunger  Foundation  is  a  nonprofit 
voluntary  o^anization  created  at  the  request  of  former  President 
John  F.  Kennedy  in  1961  for  U.S.  citizen  participation  and  involve- 
ment in  the  worldwide  freedom  from  himger  campaipi  previously 
launched  by  the  Food  and  Agricultural  Organization  of  the  United 
Nations.  Historical  records  will  show  that  President  Kennedy  acted 
upon  a  call  for  greater  nongovernmental  involvement  in  the  freedom 
from  hunger  campaign  voiced  by  a  distinguished  member  of  this 
committee,  Senator  Hubert  H.  Humphrey,  in  an  address  to  the  annual 
meeting  of  the  Farmers  Union  Grain  Terminal  Association  in  St. 
Paul,  Minn.,  in  December  of  1960 — after  President  Kennedy's  elec- 
tion, but  before  his  inauguration.  Prior  to  that  time  the  United  States 
did  not  have  any  formal  mechanism  for  nongovernmental  relation- 
ships with  the  FAO  freedom  from  hunger  campaign,  despite  the  im- 
pressive record  of  many  dedicated  American  voluntary  agencies  in 
helping  alleviate  hunger,  and  the  conditions  causing  hunger,  through- 
out the  world  following  World  War  H. 

My  role  as  president  of  the  American  Freedom  from  Hunger  Foun- 
dation is  one  of  volunteer,  unpaid  service,  but  one  which  has  permitted 
me  to  maintain  close  liaison  with  the  work — and  problems — of 
American  voluntary  agencies  maintaining  humamtanan  and  de- 
velopment food  programs  abroad,  with  tlie  U.S.  Government  officials 
involved  in  administering  food  and  development  programs,  and  with 
the  FAO,  world  food  program,  UNICEF,  and  other  international 
agencies  involved  in  such  programs. 

The  American  Freedom  from  Hunger  Foundation  is  unique  among 
some  groups  in  tliis  voluntar\-  field  in  its  equal  concern  over  hunger, 
and  the  underlying  causes  of  burner,  at  home  or  abroad.  It  regards 
food  aid,  at  liome  and  abroad,  as  a  vital  and  necessarj'  component  of 
social  and  economic  development  efforts  necessary  to  eliimnate  the 
causes  of  hunger  and  malnutrition.  We  have  chosen  as  our  major 
objeclive  for  this  year  a  concentnited  grass  roots  educational  eflort  to 
Hlinmlaro  public  awareness  and  determination  to  implement  recom- 
mendations of  the  World  Food  Conference,  in  order  to  achieve  the  high 
resolve  and  goals  to  wliich  the  U.S.  Government  and  other  govern- 
ments of  the  world  committed  llicmselves  in  Komo  last  November. 

Perhaps  it  will  help  to  quaHfy  nio  as  a  witness,  Mr.  Chairman, 
to  recall  that  in  addition  lo  mv  work  with  the  American  Freedom  from 
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Hunger  Foundation  I  have  had  an  exceptional  opportunity  to  watch 
and  participate  in  the  operation  of  programs  under  Public  Law  480 
from  a  variety  of  other  vantage  points — as  a  staff  member  to  a  U.S. 

Senator  on  this  committee  deeply  involved  in  creation  of  the  basic 
legislation  and  its  refinement  and  improvement  in  its  early  years;  as 
an  Assistant  Administrator  for  the  Agency  for  International  Develop- 
ment assigned  with  supervisory  responsibility  over  food  and  agrieul- 
turii!  pro^aras;  as  a  member  of  U.S.  delegations  to  conferences  of 
ihe  FAO  and  meetings  of  the  Intergovernmental  Committee  adminis- 
tering the  world  food  program  of  the  FAO  and  United  Nations;  as 
well  as  a  private  businessman  involved  in  advising  developing  countries 
on  food  supply  problems  and  seeking  greater  commercial  utilization 
of  high  protein  food  prodiKls  introduced  through  food  aid  programs. 

During  these  varied  roles.  I  have  personally  visited  food  aid  projects 
and  programs  in  some  65  countries  around  the  world,  I  have  estab- 
lished and  kept  close  contact  and  liaison  with  voluntary  agency 
personnel  working  overseas,  food  officials  of  developing  countries, 
snd  key  officials  of  inleniationul  agencies  as  well  as  our  own  govern- 
mental agencies  involved  in  such  programs. 

Mr.  Chairman,  there  are  10  major  observations,  conclusions,  and 
su^estions  which  I  desire  to  summarize  as  liiglilights  of  my  testimony. 

(1)  Despite  all  the  problems  of  changing  conditions  and  chai^;ing 
altitudes  over  the  years,  and  some  occasional  abuses  or  misinter- 

Eretations  of  the  real  intent  of  the  Congress,  overall  the  program  has 
:en  a  significant  success.  It  has  made  significant,  constructive 
rontributions  to  all  the  varied  objectives  set  forth  in  the  legislation. 
It  has  been  i)opulai-ly  supported  in  the  Congress  and  by  the  American 
people,  from  groups  of  widely  varying  interests.  Millions  of  children 
are  alive  and  healthier  today  because  of  it;  millions  of  people  have 
a  better  image  of  the  true  humanitarian  spirit  of  our  country  because 
of  it;  new  markets  have  been  developed  for  American  agriculture 
because  of  it;  and  the  effectiveness  of  our  social  and  economic  devel- 
opment programs  financed  bv  appropriated  dollars  for  AID  have  been 
greatly  enhanced  because  of  it. 

Historically,  it  will  be  recognized  and  credited  as  an  impressive 
pioneering  effort  that  led  to  acceptance  of  food  aid  as  a  vital  part  of 
mtemational  social  and  economic  development,  and  a  greater  sharing 
of  food  aid  by  other  producing  countries, 

(2)  The  program  needs  to  be  strengthened  and  improved,  not 
ciu-tailed  or  abolished.  For  that  reason,  the  review  by  this  com- 
mittee is  particularly  timely.  For  the  next  decade,  the  program  should 
be  geared  specifically  to  the  goals  and  objectives  to  which  the 
United  States  committed  itself  at  the  World  Food  Conference. 

While  many  of  the  resolutions  of  the  World  Food  Conference 
provide  useful  guidelines  toward  which  our  own  food-for-peace 
program  should  be  directed  in  the  future,  perhaps  they  can  best  be 
siumnarized  in  the  opening  resolve  of  Resolution  I  on  "Objectives  and 
Strategies  of  Food  Production,"  based  ujton  the  keynote  speech  of 
Secretar>'  Kissinger  to  the  Conference,  declaring; 

•  *  •  that  all  govemmentt)  should  accept  the  removal  of  the  scourge  of  hunger 
and  tnalniitrition,  which  at  present  afflicts  many  niillions  of  human  being:,,  aa 
the  objective  of  the  international  community  os  a  whole,  and  accept  the  goal 
that  within  a  decade  no  child  will  go  to  bod  hungry,  that  no  family  will  tear  for 
its  next  dny'a  bread,  nnd  that  no  human  being's  future  and  capacities  will  be 
stunted  by  malnutrition. 
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That  should  become  the  measuiit^  rod  for  adimnisteriDg — ■h.TDA 
CTaluatiog — U.S.  food  aid  programs  for  the  next  decade,  as  a  specBttc 
and  rel&ted  part  of  overati  develofsnental  efforts  implemeDting  t^e 
Conference's  recommendations. 

(3)  To  achieve  that  purpose  will  require  greater  emphasis  on  trlie 
title  II  type  of  food  donation  programs  most  directly  reac^iing  a-md 
involving  people  in  E4]ecific  projects,  rather  than  the  major  emphft^sis 
on  just  transfer  of  food  resources  under  title  I  agreements  that  Cxw 
frequently  have  become  just  budgetary  support  for  other  goTemmem.  ts. 

Kesolutious  of  the  World  Food  Conference  on  food  aid  themseW-cs 
call  for  increased  emphasis  on  food  donations  in  bilateral  jx-ogninij, 
rather  than  just  concessionary  sales;  but  there  are  other  additionW 
strong  ai^uments  on  behalf  of  the  shift  in  Public  Law  4S0  emphHi!-. 
Food  donation  pn^ams  involve  getting  food  directly  to  people  wlm 
need  it  the  most,  and  who  lack  the  resources  to  buy  it  in  the  markel- 

Elace.  Concessional  sales  help  a  govornment  save  food  import  costs, 
ut  the  food  usually  moves  ju^t  through  coniniercial  markets  out  of  the 
economic  reach  of  the  pooiesl  of  the  jMior.  Food  donations  are  also 
tied  more  directly  to  specific  projects  calling  for  more  careful  plannii^, 
proCTaming,  and  administration  than  merely  transfer  of  resources 
under  title  I  agreements. 

(4)  Effective  programing  for  changes  of  this  kind,  inwever,  will 
require  earlier  commitment  of  comnioditj'   donation  levels,   earlier 

?rogram  approvals,  and  firmer  commilmeuts  over  longer  timespans. 
'hey  must  be  commitments  that  can  1m:  relied  upon,  to  avoid  off-and- 
on,  start-and-stop  foo<l  distribution  policies  nece.^sits ted  by  short- 
term  and  uncertain  foi  d  allocations. 

Gowl  project  development  for  food  donations  requires  advance 
commitments  of  administrative  manpower  and  money  for  diHtrilmtion 
arrangements  and  project  supervision.  They  reqiiire  commitments  of 
other  governments  to  cover  inland  transportation  and  storage  costs. 
Thej'  involve  I'nr  more  dettuled  planning  and  management  than  just 
relying  upon  t!ie  commercial  marketplace  to  distribute  fo«Kl  such  as 
is  usually  done  under  title  I  agreement*.  But  it  is  that  more  detailed 

filanning,  and  better  management,  that  ass\ire-i  more  effective  results  of 
ood  aid,  and  best  assures  getting  it  to  the  people  who  need  it  most. 
Neither  receiving  governments  nor  sponsoring  agencies  for  such  pn)j- 
ects  however,  can  commit  the  money  and  minipower  to  such  effective 
programing  and  administration  unless  tticre  i*  firmer  assurance  of  the 
avadabilitv  of  commodities  to  cany  out  such  projects  on  a  longer 
timeapan  'ba.sis,  hence  the  need  for  earlier  commitments  and  firmer 
commitments. 

(5)  The  greatest  asset  we  have  aviiilable  to  make  people-oriented 
food  aid  programs  and  projects  more  effective  is  the  experience  and 
management  know-how  of  the  dedicated  overseas  personnel  provided 
bv  the  American  Vohintarv  Agencies  for  .Service  Oversea^ — groiips 
like  CARE,  Catholic  Rc1iet'Ser\-iccs,  Church  Worid  Service,  Lutheran 
Worid  Relief,  and  similar  nonprofit  vohmfnry  groups  participating 
with  the  U.S.  Government  in  prosDUiiing  ;md  distribution  of  food 
commodities  under  title  II  programs.  Financed  by  private  contribu- 
tions of  the  American  people,  these  agencies  reflect  the  pcoplo-to- 
peopte  spirit  of  humanitarian  compassion  and  willingness  to  sliare 
vital  to  pnbhc  acceptance  aiul  support  for  such  programs,  and  a!-o 
vital  to  extending  the  real  image  of  America  to  tlie  rest  of  the  worid 
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better    than    straight    govemmoit-t&'goTeminBnt    agreement    can 
ctaivey- 

The  competence  of  these  agfaitdes,  and  their  dedication  to  humaoi- 
tuiiD  seryi«e,  greatly  ext^ids  the  -eapability  <^  limited  ^wvemoieiat 
staJTs  available  to  plan,  operate,  and  manage  food  aid  distributiou 
I)n^iams  and  projects  readiing  directly  to  the  people  needing  as- 
sistance the  most.  In  turn,  the  volunlaiy,  nonprofit  nature  of  such 
igencies  provides  more  flexibility  of  dedmg  wiUi  other  governments 
OD  a  utu^iolitical  commitmmt  basis  tliaa  can  be  achieved  by  our 
Govemmiaat  alone. 

(6)  The  world  food  program  of  the  FAO/U.N.  was  patteniied  aftea" 
our  own  bilateral  title  II  prt^am,  distributing  food  on  a  proiect 
basis.  It  has  helped  establish  acceptance  of  the  effectiveuiefis  of  food 
dd  as  a  development  tool  internationally,  as  well  as  helcuBg  increase 
food  donations  from  other  countries.  Like  aU  intemational  institutions 
of  governments,  however,  it  can  only  be  as  effective  as  member  govern- 
ments make  it. 

If  we  are  going  to  expand  participation  in  the  world  food  program, 
or  expect  it  to  take  on  greater  responsibilities  caixyiog  out  maiidates 
of  the  World  Food  Conference,  we  muat  make  available  to  it  the  ex- 
perience and  resources  of  more  American  staff  people,  including  tJiose 
of  the  voluntary  agencies,  to  impffove  jH'oject  management  and  iwoper 
handling  of  food  supplies.  If  w«  want  the  WfP  to  do  a  better  job,  we 
must  be  prepared  to  help  them  do  a  better  job.  That  requires  good 
management  people,  as  well  as  money  aaad  commodities;  it  requires 
sharing  our  own  trial-and-errca-  experience  (rf  food  aid  over  the  years 
of  our  pioneermg  efforts  in  bilateral  programing. 

(7)  For  manj'  different  reasons,  it  is  most  desirable  to  encourage 
use  of  processed  product  rather  than  unprocessed  agri(^ltural  c<un- 
modities  in  food  donation  programs,  particularly  high  protein  food 
blends  speciEcally  designed  to  meet  nutritional  requirements  and 
providing  the  most  nutrient  value  per  ton  of  commodity  shipped,  it 
makes  maximum  use  of  our  advanced  food  tedanologj',  helps  create 
jobs  at  home  at  a  time  when  they  are  needed,  and  assures  more  specific 
nutritional  emphasis  in  food  aid  programs. 

(8)  There  is  also  a  role  and  need  for  some  form  of  concessional  sales 
]>rograms,  but  we  may  need  to  redefine  the  purposes  and  guidelines  for 
selection  of  countries  for  such  programs,  and  provide  more  careful 
followup  on  the  uses  to  which  the  Government  is  devoting  the  benefits 
of  the  low-cost  credit  for  its  food  supply.  We  need  to  establish  some 
higlier  priority  for  countries  wilUng  to  use  the  long-term  credit  to 
assure  food  for  social  programs  and  purposes,  rather  than  just  feed  it 
into  commercial  chamiels  for  general  budgetary  support  of  the 
Government. 

(9)  Farmers  have  a  vital  stake  in  food  aid  programs,  both  in  the 
short  run  and  the  long  run.  Farm  programs  geared  to  full  production 
« itii  commitment  for  use,  even  if  it  involves  Govenmient  purchase,  will 
be  more  acceptable  to  the  public  than  programs  geared  to  cutting  back 
production  to  assure  fair  return  to  farmers  at  a  time  when  people  in 
the  world  need  food.  If  the  Government  is  going  to  ask  producers  to 
continue  allout  production,  then  I  think  farmers  in  turn  have  every 
right  to  ask  the  Government  to  reveal,  at  plantingtirae,  some  minimum 
level  of  commitment  what  it  intends  taking  off  the  commercial  market 
.and  purchase  for  food  assistance. 
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(10)  There's  nothing  wrong  with  a  program  like  food  for  peace- 
having  multiple  purposes  or  objectives  it  can  serve,  as  long  as  we  have 
clear  guidelines  as  to  the  priority  order  and  relationanip  of  such, 
purposes  or  objectives.  It  is  when  we  list  alternate  objectives,  without 
any  prioritiea,  that  it  becomes  a  convenient,  wide  open  grab  bag 
leading  to  administrative  confusion,  conflict,  abuse,  and  misunder- 
standings at  home  and  abroad.  There's  nothing  wrong  with  the 
program  serving  our  foreign  policy  objectives,  if  we  have  the  right 

Eriorities  in  those  foreign  policy  objectives.  We  can  gain  more  respect 
>r  our  country  with  a  foreign  i»olicj-  geared  to  compassionate  concern 
for  people  everywhere  than  we  can  with  policies  designed  to  seek. 
short  run  political  power  advantage  for  ourselves — and  we  would 
better  exemplify  our  heritage  of  liberty  and  justice  for  all. 

[The  remainder  of  Mr.  Waters  statement  begins  on  p.  879.1 

The  Chairman.  Thank  you  Mr.  Waters. 

Are  there  any  questions? 

Senator  Clark.  One  very  brief  question,  Mr.  Waters,  You  have- 
been  a  part  of  the  coalition  for  hunger  and  a  number  of  other  different 
organizations  in  the  country.  Would  it  be  your  advice  to  the  Congress 
to  continue  to  control  the  amount  of  food  that  goes  to  the  MSAs,  or 
do  you  think  that  is  a  bad  route  for  us  to  go? 

I  am  speaking  of  70-.30  amendment  approach. 

Mr.  Watbhs.  In  general  I  tidnk  thp  giiidelines  in  the  legislation  in 
the  Foreign  Assistance  Act  were  necessary  at  the  time  and  probably 
more  responsible  for  the  increased  allocation  of  food  aid  tnan  any 
changes  in  the  commodity  supply  or  anything  else.  We  have  talked  to 
a  number  of  people  that  worked  on  various  task  forces  and  studies. 
There  is  no  question  that  one  of  the  determining  factors  to  get  a  large 
enough  .30  percent  for  commitments  already  made,  was  the  need  to 
have  a  bigger  total  allocation. 

I  recognize  some  validity  in  the  comments  of  the  witness  from  the 
State  Department  as  to  how  very  difficult  it  is  at  times  to  totally 
narrow  these  definitions.  I  think  we  solve  this  problem  to  some  d^ee, 
if  you  approach  it  from  the  standpoint  of  a  greater  balance  to  the  food 
donation  program  than  now  given,  because  if  they  are  project  oriented 
and  the  projects  are  designed  for  specific  countries  to  fit  in  this  cate- 
gory, it  really  would  provide  the  type  of  self-help  support  much  more 
than  the  general  t*nns  of  present  conressionnl  sales  arrangements. 

I  know  it  was  testified  here  that  all  tliese  concossional  sales  require — 
even  though  they  are  non-MSA  countries— they  require  certain  com- 
mitments from  another  government.  If  thor^e  concessional  sales, 
however,  were  committed  in  a  process  of  political  negotiations — and 
the  conditions  must  be  rewritten  after  the  fact — you  know  they  arc 
not  going  to  carry  much  influence. 

Senator  Clark.  Do  I  understand  that  you  are  saying  the  reason  the 
administration  raised  the  levels  of  food  tiid  us  far  as  thev  did  was 
because  of  the  necessity  to  ^et  \mder  the  80-percent  portion  of  the 
amendment — political  commitments — and  because  of  that  they  raised 
food  iiid  as  far  as  they  did? 

Mr.  Waters.  I  think  that  was  the  deciding  fa<tor  after  a  long  period 
of  uncertainty. 

Senator  Clark.  Thank  you. 
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The  Chairman.  Senator  Dole. 

Senator  Dole.  Very  quickly — we  have  to  have  10  witnesses  in  20 
minutes  here — what  do  you  base  that  on? 

Mr.  Waters.  Watching  very  closely  d»y  to  day,  Senator,  the  dis- 
cussion going  on  with  the  staff  of  the  White  House,  the  US0A,  and 
AID,  and  having  discussions  with  some  of  the  people  in  the  State 
Department  that  worked  on  the  policy  alternative  options  that  they 
proposed,  how  they  were  struggling  to  find  ways  to  achieve  both 
objectives,  both  the  objectives  that  Congress  wanted  on  one  hand,  and 
the  objectives  that  they  have  in  the  State  Department  on   the  other. 

Senator  Dole.  Thamt  you. 

The  Chairman.  Thank  you  very  much.  It  was  nice  to  have  you 
back  on  Capitol  HiU  a^ain.  We  appreciate  your  contribution. 

[The  following  material  was  referred  to  on  p.  874.] 

Statement    op    Herbert    Waters,    President,    American    Freedom    From, 
Hunger  Focndation 

Mr.  Cbairman,  I  would  like  to  support  the?e  tcu  poiala  in  more  detail. 


Enactment  of  the  AgrLcultural  Trade  Development  and  Assistance  Act  in  July,. 
1954,  waa  a  historicnl  milestone  with  continuing  international  significance.  While 
there  is  no  doubt  that  much  of  its  support  at  the  outset  was  mobilized  around 
the  objective  of  getting  rid  of  what  the  United  States  then  regarded  aa  burdensome 
food  surpluses,  there  were  supporters  from  the  very  beginning  who  felt  strongly 
that  our  country's  ability  to  produce  food  in  abundance  could  be  a  tremendous 
force  for  good  in  the  world,  and  that  it  was  better  to  produce  for  use  than  to  cut. 
baciv  production  in  a  hungry  world  lacking  the  resources  to  buy  all  the  food  it 
needed.  While  initially  proposed  as  a  temporary  measure,  each  extension  of  the 
act  attracted  additional  support  as  its  benefits  and  success  stories  far  outweighed 
its  occasional  criticism  and  costs.  It  is  significant  Ihat  the  legislation  became 
pDpularly  accepted  in  the  Congress  as  a  "sweetner"  in  comprehensive  farm 
le^slation,  because  it  was  usually  lcs.s  controversial  and  more  universally  sup- 
ported than  other  phases  of  farm  legislation. 

Earlv  reviews  of  the  program  showed  convincingly  that  the  "surplus  disposal 
image''  of  the  legislation  was  damaging,  both  to  the  attitudes  of  those  administer- 
ing the  legislation  in  the  U.S.  and  in  recipient  countries  as  well.  More  and  more 
tiie  realization  grew  that  the  legislation  served  constructive  purposes  far  beyond 
just  surplus  disposal,  and  repeated  efforts  were  made  in  Congress  to  officially 
reflect  that  change  in  attitude. 

While  gradual  Improvements  were  made  with  each  exienaion  of  the  authority, 
including  atk  amendment  in  I960  to  authorize  grants  of  surplus  agricultural  com- 
modities to  promote  development,  it  was  not  until  1966  that  the  Act  was  exten- 
sively revised  with  the  intent  of  getting  away  from  the  surplus  concept  and  recog- 
nizing other  obiective.s  in  their  own  right.  "Die  1966  amendments  emphasized  tt^ 
importance  of  food  aid  as  an  instrument  to  combat  malnutrition  and  to  promote 
agricultural  self-help  and  voluntary  family  planning  activities  in  developing 
oountrie.s,  and  removed  a  previous  statutory  requirement  that  agricultural  com- 
modities must  he  in  a  "surplus"  market  situation  before  they  could  be  eligible 
for  sale  or  donation.  The  amendments  at  that  time  also  authorized  the  Commodity 
Credit  Corporation  to  pay  the  costs  for  enrichment,  preservation,  and  fortification 
of  the  donated  commodities.  The  provisions  of  the  Act  as  amended  in  1966  have 
been  extended  substantially  unchanged,  through  December  31,  1977.  They  have 

Srmitted  many  improvements  in  the  program,  but  they  did  not  go  far  enough. 
>spite  the  expressed  intent  of  Congress  to  eliminate  the  "surplus"  image,  a 
loopnole  was  left  in  the  Act  that  has  created  uncertainty  over  availability  of 
commodities  and  threatened  curtailment  or  serious  disruption  of  food  donation 
programs.  It  is  a  loophole  still  unplugged. 
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TO  THE   NEXT  BXCAOB 

We  respectfully  surest  that  the  U.S.  Government,  and  the  U.S.  Congraa, 
should  do  no  IcsB  than  genr  its  basic  food  aid  loaislatioQ  to  oonform  to  Uie  eom- 
mjtmt^nts  it  proposed  and  supported  at  the  Woild  Food  Conference,  cotninitmeiiti 
that  should  at  leant  cover  the  ten-year  time  span  of  the  next  decade.  We  furthu 
suggpct  that  all  the  resolutions  of  the  World  Food  Conference  be  analysed  for 
guiaelines  applicable  to  our  food  as»stance  legislation,  particulfuly  those  relating 
to  forward-planning,  longer^rAiige  coinmitmcnte,   and  greater  nutritlaoid  enc 

Chatiis.  We  should  practice  what  we  have  preached — and  now  is  the  tiin*  to  do  it, 
y  adiLutation  of  P.L.  480  to  assure  we  can  and  will  live  up  to  our  commitments  iD 
princi]tle,  made  in  Rome,  without  the  constant  uncertainty  over  weather,  annuil 
crop  production,  annual  budgetary  limitationa. 

GREATER    EUPHABIS    ON    TITI.E    II    DONATBD    FOOD    AID    AaBISTANCE 

Using  the  World  Food  Conference  resolutions  for  guidance  supportB  this 
conclusion.  So  does  practical  eic]>erience  in  getting  food  aid  to  the  people  who 
need  it  most.  So  does  recent  experience  in  distortion  of  Title  I  agreements  toward 
more  political  purposes  rather  than  immanitarian  or  development  purpooes. 
It  is  under  the  present  Title  II  a^ltho^ity  that  voluntary  agency  projects  are 
conducted,  that  most  disa3t<-r  assistance  programs  are  conductea,  and  that 
contributions  to  the  World  Food  Program  and  other  international  agencies  like 
UN'WR.i  and  UNICEF  are  provided.  We  lielieve  this  type  of  aaaistance  best 
reflects  what  the  public  expect*  of  the  Food  for  Peace  Program  rather  than  mere 
concessional  sales  of  food  to  other  governments  to  be  re-sold  commercially  in 
the  niarket  place — out  of  reach  of  the  poorest  of  the  poor. 

AND    LONOER-RANOE    FOOD    AID    COHHITUENTS 


Similar  independent  conclusions  of  this  urgent  need  have  been  reached  by  the 
Advisory  Committee  on  Voluntary  Foreign  Aid  of  the  Agency  for  International 
Development.  In  a  study  completed  last  April — prior  to  the  World  Food  Con- 
ference— entitled  "The  Role  of  Voluntary  Agencies  in  International  Asaistance: 
A  Look  to  the  Future",  the  advisory  committee  recommended,  in  part: 

"In  order  to  respond  to  critical  world-wide  food  shortages,  new  Congressional 
legislation  is  needed  to  assure  the  availability  of  U.S.  food  for  overseas  em ei^ienc^ 
needs  and  development  assistance  programs  in  the  developing  countries.  To  this 
end:  (a)  ExpUcit  statutory  recognition  should  be  given  by  tne  Congress  to  the 
priority  of  meeting  America's  humanitarian  obUgations  and  moral  commitment 
to  alleviate  basic  food  needs  among  the  poor  in  developing  countries.  Such  obliga- 
tions should  not  be  dependent,  in  theory  or  in  {•.\cf,  upon  the  existence  or  absence 
of  food  "surpluses"  in  the  United  States,  (hi  ?Sp.''oi:il  euiphasis  should  be  accorded 
by  statute  to  assistance  progr:ims  using  food  aid  which  contribute  to  the  develop- 
ment of  indigenous  sources  of  food  and  whicli  c  ijk-  with  long-term  development*! 
problems  in  developing  countries." 

Later,  at  a  workshop  in  June  of  last  year  including  representatives  of  the 
Advisory  Committee,  T.SDA,  AID,  the  Office  of  Atanagement  and  Budget,  and 
several  voluntary  agencic.-^,  deaUng  with  the  mechanisms  for  administering  the 
PL  480  Title  II  program,  the  uncertainty  of  commodity  availability  was  identified 
aa  ft  key  prohleni,  and  a  summary  of  the  diflcus-sions  declared,  in  part: 

"\  positive  approach  to  the  resolution  of  some  of  these  issues  can  be  made  by 
including  food  needs  when  considering  crop  production  plans  and  in  determining 
opplienble  fiscal  and  administrative  jirocedures.  It  was  suggested  that  many  of 
these  questions  can  be  resolved  it  a  n<!W  sy-'tcm  is  devised,  perhaps  with  legislative 
sanction,  to  provide  a  jiredetennincd  humanitarian  component  as  part  of  a  com- 
prfhf>n»ive  food  production  and  allocation." 

Congress  Itself,  in  the  Foreign  .■V^sisiancc  Act  of  1973,  recognized  the  problem 
and  attemptud  to  Uberalise  availability  for  Public  Law  480  programs  by  expressing 
"the  -ense  of  the  Congress"  that  (I)  the  Executive  Branch  should  consider  ex- 
pected demands  for  hinnituituriun  fiKid  :v<sistance  in  making  assessments  which 
would  affect  or  relate  to  tite  level  of  domestic  production,  and  (2)  legislation 
providing  incrtaacd  flexibility  fur  responding  to  emergency  and  humanitarian 
requirtineuts  for  food  assistance  should  be  considered  as  promptly  as  possible  to 
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carry  out  the  national  interest  aad  humanitarian  objectives  of  Public  Law  480. 

U«ipite  the  1966  amendment  and  the  "Henae  of  the  Congreai)"  eKpression  of 
concprn,  the  donation  program  continues  to  be  confronted  with  uncertainty  as 
lo  the  share  it  will  receive  in  USDA'a  annual  commodity  availability  and  allocation 
procew.  Recognizing  the  emphasis  generally  accorded  to  commorci^  export  eales 
and  concessional  sales  for  dollars  or  convertible  foreign  currencies,  the  donation 
share  takes  on  the  appearance  of  being  at  the  bottom  rung  of  the  ladder  in  the 
schpine  of  priorities. 

Administering  the  donation  program  under  this  environment  has  become  and 
Pintinues  to  be  particularly  troublesome  for  AID,  USDA,  and  {program  sponsors, 
esjH'cially  U.S.  voluntary  agencies. 

We  seriously  doubt  if  even  discretionary  authority  to  the  Secretary  of  Agri- 
culture would  solve  the  problem.  We  feet  legislation  should  recognise  the  necessity 
foriiome  predetermined  level  of  humanitarian  food  component  aa  a  part  of  the 
tommodity  availability  and  allocation  process  as  a  programming  minimum,  with 
flexibility  to  expand  if  excess  production  is  available. 

IMPORTANCE   or  VOLUMTASr   AOENCtES 

We  arc  not  sure  the  tremendous  value  of  the  contribution  of  the  American 
people  themselves,  through  American  voluntary  agencies  ojierating  overseas,  la 
always  fully  appreciated.  Without  the  experience  and  dedication  these  agencies 
bring  to  our  food  programs,  they  would  be  far  less  effective.  They  are  a  unique 
inlemationaleipressionof  people-to-people  concern;  they  are  carrying  the  concept 
of  voluntarism  and  self-help  all  over  the  world. 

They  are  not  just  "giving  away  food".  They  are  organised  and  apunsoring 
humanitarian  and  development  projects  in  cooperation  with  desires  of  indlgenoes 
people  and  governments  of  developing  countries,  as  well  as  in  cooperation  with  the 
United  States  Government.  They  are  working  with  our  government  on  a  partner- 
ship basis  that  requires  mutual  respect,  not  subservience.  They  dcnerve  to  bu 
brought  into  the  programming  process  at  an  earlier  stage,  and  have  a  voice  to  be 
considered  in  guiding  government  decisions. 

They  are  tne  groups  our  government  depends  upon  most  heavily  in  case  oT 
emergency  or  disaster,  as  they  have  experienced  manpower  on  the  scene  or  nearby. 
They  have  an  excellent  record  of  cooperating  with  our  government,  and  with  each 
other,  in  such  cases,  always  putting  the  needs  of  people  ahead  of  all  other  con- 
siderations. 

STRENOTHB    ANn    WEAKNBSeBS    OP    THE    WORLD    yOOD    FROaRAH 

We  helped  create  the  World  Food  Program  of  the  FAO  and  United  Nations, 
and  we  are  still  its  largmt  individual  contributor.  Yet  we  have  not  been  ver^ 
Hggres.sive  about  providing  experienced  manpower  to  work  in  its  proD'Ams  in 
developing  countries.  Success  or  failure  of  WFP  projects  are  often  tne  direct  re- 
sult of  experience,  or  Inck  of  experience,  in  a  developing  country's  management 
capabilities,  or  the  strength  or  weakness  of  the  WFP  country  representative  in 
insisting  on  good  management.  Our  country  has  had  more  experience  with  food 
aid  programs  than  any  other  country,  and  has  the  greatest  reservoir  of  experienced 
food  aid  administrators.  We  should  insist  upon  niore  of  them  being  involved  with 
the  multilateral  programs,  if  we  are  going  to  make  more  use  of  multilateral  ap- 
proach as  suggested  by  the  World  Food  Conference.  One  encouraging  development 
coming  out  of  recent  discussions,  including  some  at  the  World  Food  Conference, 
is  an  indication  of  greater  interest  by  WFP  of  making  use  of  U.S.  voluntary 
agencies  to  help  manage  programs  in  countries  where  they  already  have  experi- 
ence and  acceptance.  We  believe  this  approach  should  be  encouraged  by  our 
government  wherever  possible. 

CSE  OF  PROCESSED  PRODUCTS 

Instead  of  providing  just  agricultural  commodities  under  food  aid,  commit- 
ment of  processed  products  keeps  jobs  at  home  and  retains  processing  by-products 
hire  needed  in  our  own  feed  Industry.  At  the  same  time  it  assures  supplier  of  food 
for  distribution  that  are  designed  for  direct  use  by  the  recipient-consumers, 
r.tther  than  for  sub:jidizing  processing  industries  in  other  countries.  It  has  been 
encouraging  to  see  the  movement  of  our  Title  11  programs  townrd  the  use  of 
low-coet,  high  protein  blends  of  cereals  and  oilseeds,  improving  the  nutritional 
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quality  of  our  donated  foods  and  getting  the  highest  nutritional  value  out  of 
each  shipping  dollar  expended.  Introduction  of  these  new  low-coat  high  protein 

Eroducts  in  our  bilateral  food  aid  programs,  and  our  contributions  to  the  WFP, 
ave  already  created  a  broad  new  interest  in  the  development  of  such  blended 
foods  out  of  indi)!enouB  products  in  many  countries,  a  trend  being  encouraged  bj 
the  Protein  Advisory  Group  of  the  United  Nations.  Resolutions  of  the  world 
Food  Conference  recognised  the  desirability  of  this  objective  and  called  for  such  i 
enrichment  and  fortification  of  donated  food  products  wherever  possible. 

CONCKSSIONAI.  SALES  PROaRAMS 

Since  the  inception  of  P.L.  480,  the  greatest  movement  of  food  baa  been  in  this  1 
form  under  Title  I  agreements:  originally,  for  local  currency;  now,  for  long-t«nn  ' 
dollar  credit.  For  manj-  reasons  it  now  seems  an  appropriate  time  to  review  the 
relationship  between  such  "sales"  and  the  food  donation  programs.  In  effect,  tbe 
Title  I  sales  ore  "program  assistance!'  and  the  "nUe  II  donations  are  "project 
assistance".  A  better  case,  in  some  respects,  could  be  made  for  the  Title  I  sales  in 
the  earlier  days  of  sales  for  local  currency,  when  the  U.S.  and  recipient  countiY 
could  jointly  program  the  currency  engendered  back  into  mutually  agreeable 
development  projects.  However,  the  more  directly  these  transactions  have  been 
shifted  to  hove  the  appearance  of  commercial  sales,  such  us  moving  to  dollar 
credits  even  though  heavily  subsidized  by  low  interest,  the  less  leverage  the  U.S. 
Government  has  had  on  insisting  how  the  recipient  government  "use"  tcke  proceeds 
from  ita  credit  purchases.  Over  Vie  feus  these  programs  have  developed  faz  more 
oontroveray  than  the  food  donations. 

It  first  developed  over  the  accumulation  of  "excess"  local  currency,  which  became 
inflationary  when  not  plowed  back  into  the  economy  at  the  time  the  food  resources 
were  imported.  It  later  developed  criticisms  that  our  food  aid  waa  diacouragiiiR 
local  production,  because  the  imported  food  aid  was  moving  in  local  commercial 
markets  in  competition  with  locaj  production.  Project  food  aid  of  the  type  used 
in  food  donation  programs  of  Title  II  have  escaped  this  criticism  because  it  is 
going  directly  to  people  outside  the  normal  market  economy,  and  therefore  has 
Dttle  if  any  effect  on  local  agricultural  market  prices. 

Latest  criticism  of  the  Title  I  "program  assistance"  agreements  has  resulted 
from  the  ease  to  which  such  programs  are  distorted  from  their  original  intent  and 
used  to  pay  political  debts  or  to  exert  political  influence  rather  than  being  used  for 
true  developmental  or  humanitarian  purposes. 

The  need  appears  to  be  for  shifting  emphasis  between  the  two  types  of  programs, 
and  providing  clearer  gnildelines  for  Title  1  programs — not  eliminating  them 
entirely.  One  area  that  deserves  more  consideration  and  exploration  is  some  degree 
of  priority  consideration  to  developing  countries  that  will  use  the  long-term  credits 
to  buy  food  tor  free  distribution  in  their  own  social  programs  like  school  lunches 
and  maternal  health-care  centers,  rather  than  re-selting  it  in  the  market  place. 
Certainly  a  different  set  of  critieria  should  be  provided  for  such  programming 
compared  to  that  used  for  what  has  been  the  traditional  Title  I  sales. 


While  the  purposes  of  our  food  aasi.stance  do  and  must  go  much  further  than 

i'ust  marketing  ol  U.S.  farm  products,  farmers  do  have  a  stoke  in  the  levels  of  our 
ood  assistance  planning — and  in  knowing  as  early  as  possible  how  much  the 
government  int«nds  to  divert  from  commercial  mnrkets.  Too  often  in  the  past  the 
levels  of  food  aid  have  not  been  determined  until  long  aft^T  the  farmer  has  sold 
his  crop,  with  any  resulting  benefits  of  bolstered  commodity  prices  not  bebig 
shared  adequately  with  the  basic  producer.  While  food  aid  ctinstitutes  but  a  verj- 
small  proportion  of  the  fanner's  export  market,  it  can  have  a  signihcant  effect  on 
that  market.  If  the  government  has  a  right  to  ask  the  farmer  his  intentions  to 

Slant,  the  farmer  should  hnvtr  the  right  to  a^k  the  government  its  intentions  to 
uy — and  he  should  be  able  to  get  an  answer  befcire  he  makcii  his  planting  decisions. 
Longer-range  conimitmenta  to  food  aid  can  become  of  increasiing  importance  to 
maintaining  adequate  domestic  incentives  to  ;ill-out  jiroductiiin,  ;it  a  time  when 
the  public  is  less  likely  in  a  mood  to  accept  deliberate  curtailment  of  farm  produc- 
tion to  achieve  higher  unit  prices.  C.encrnl  Motors  can  shut  down  its  plants  and 
lay  off  its  employees  whene^'cr  it  overproduces.  No  one  asks  them  to  go  on  produc- 
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ii^  to  keep  people  employed,  and  letUng  the  market  place  determine  the  price  for 
the  surplus  cars.  Yet  that  is  just  what  our  natjon  asks  of  our  fanners.  If  we  are 
askiuK  mm  to  produce  In  abundance — and  to  have  enough,  we  always  need  U> 
plan  for  more  than  enough-7-we  need  in  turn  to  give  him  some  asauraace  that  the 
government  will  purchase  and  divert  to  food  aid  some  predetermined  share  of  his 
exportable  supply. 

UULTIPLB  OBJECTIVES 

One  of  the  unique  distinctions  of  Public  Law  4S0  is  that  it  has  successfully 
served  many  different  purposes  and  objectives,  sometimes  at  different  times, 
sometimes  at  the  same  time.  What  appears  to  be  needed  Ls  clearer  definitions  of 
priority  in  our  objectives,  coupled  with  a  recognition  that  there's  nothing  wrong 
about  extra  "bonus"  benefits  gained  for  America's  internationai  image,  America's 
torfign  policy,  American  farmers,  or  the  American  processing  industry — if  the 
original  programming  was  targeted  at  the  right  priority  objective,  for  the  right 
purpose,  as  intended  by  the  CongresA  and  the  American  people.  What  is  wron^, 
aod  will  eventually  undermine  pul>lic  faith  in  the  program  unless  corrected,  is 
deliberate  "stretching"  of  intent  and  objectives  to  achieve  some  short-run  poUtical 
objei^tive  that  has  no  relationship  to  what  Congress  intended,  or  what  the  legisla- 
tive history  of  the  program  supports. 

In  our  opinion  there  would  be  support,  not  opposition,  to  closely  linking  food 
aid  with  humanitarian  and  development  objectives,  to  closely  linking  it  with 
nutrition  aud  heidlh  objectives.  In  fact,  we  ttunk  the  closer  food  aid  programming 
can  be  linked  with  technical  assistance  programs  of  AID  in  agricultural  develop- 
ment, nutrition,  health,  and  family  planning,  the  better  the  results  that  can  be 
obtained.  And  the  closer  that  American  voluntary  agencies  can  be  invotved  In 
this  proceas,  through  sharing  in  planning  as  well  as  in  managing  such  programs 
based  both  upon  food  resources  and  appropriated  dollare,  the  more  successful 
results  we  will  achieve.  Unfortunately,  too  often  in  the  past  dollar-programming 
1ms  gone  in  one  direction  while  food  aid  programming  has  gone  another.  They 
Deed  to  go  hand  in  hand,  all  concentrated  toward  implementation  of  the  total 
broad  objectives  and  concepts  of  the  World  Food  Conference.  It  they  do,  tbey 
will  gain  and  retain  more  public  support.  If  they  don't,  that  support  will  falter 
and  programs  will  Ukely  fail. 

From  the  American  Freedom  from  Hunger  Foundation,  we  pledge  our  efforts 
to  help  maintain  that  public  support — if  the  Congress  and  the  Adminietration 
redirects  its  programs  in  the  right  direction:  toward  meeting  the  most  urgent 
needs  of  hungry  people. 

It  is  our  intention  to  work  with  other  voluntary  organizations,  not  in  competi- 
tim  with  any  of  them.  It  is  our  hope  to  be  able  to  use  our  grass  roots  support 
to  make  them  more  effective  in  mobilizing  voluntary  contributed  resources  from 
the  United  States,  and  to  help  find  the  personnel  and  management  talent  neces- 
sary to  make  their  programs  more  effective  overseas.  We  believe  strongly  in  the 
role  of  American  voluntary  participation  in  our  international  development 
efforts,  with  particular  emphasis  upon  social  and  humanitarian  concern — and  we 
think  we  can  provide  the  leadersnip  in  improving  that  participation  in  many 


r  major  efforts  were  devoted  to  sponsoring  the  educational  efforts  of  the 
World  Hunger  Action  Coalition  involving  some  75  American  organizations,  we 
still  raised  and  contributed  from  our  truct  funds  more  than  a  quarter  million 
dollars  to  specific  projects.  Already,  in  1975,  we  have  moved  another  $13,586.67 
In  such  project  funds  to  hunger  projects.  We  plan  to  disburse  another  $9,124.22 
within  tne  next  three  weeks.  We  are  proud  of  our  low  overhead  record  of  taking 
only  15%  for  administrative  and  educational  efforts,  and  devoting  the  remaining 
85%  of  project  funds  we  have  raised  to  assist  projects  in  the  U.S.  and  abroad^ 

We  know  that  Congress,  and  our  Government,  can  go  only  as  far  as  the  Amer- 
ican people  Bin  support  them.  We  know  it  is  up  to  us — the  American  pec^le — 
to  make  known,  and  make  known  strongly,  our  views  and  desires  in  meeting  the 
needs  of  the  world,  at  home  and  abroad,  in  wiping  out  the  seoui^e  of  hunger. 

We  have  pledged  ourselves  to  that  cause. 

Thank  you,  Mr.  Chairman.  I  will  be  glad  to  answer  questions  on  any  of  my 
observations. 
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We  muflt  help  reduce  the  world's  population  growth  rate  by  raising  all  peo|^ 
standards  of  living — and  we  can. 

We  must  establish  and  maintain  a  World  Food  Ileeerve  to  meet  any  emcf* 

gcncy — and  we  can. 

We  must  be  willing  to  make  a  firm  commitment  to  share  more  ot  our  own  food 
production  in  humanitarian  and  eme^ency  food  assistance — and  we  can. 

We  muat  malce  wider  and  more  efficient  use  of  sources  of  protein  and  other 
nutrients  that  do  not  waste  the  world's  resources — and  we  can. 

We  must  support  research  and  development  in  food  technologieB  and  adjust 
our  own  eating  habits  to  alternate  sources  of  nutrition — availaole — now — and 
and  we  con. 

We  must  realize  that  all  nations  are  inter-dependent — and  use  our  resources 
for  our  mutual  benefit — not  as  weapons — and  we  can. 

The  Chairman.  The  next  ^vitness  is  Robert  G.  Le^vis,  national 
secretary,  National  Farmers  Union, 

STATEMENT  OF  ROSEET  Q.  UGWIS,  NATIONAL  SECBEIAST, 
NATIONAL  FAEltEES  UNION 

Mr.  Lewis.  I  commend  the  committee,  Mr.  Chairman,  for  holding 
these  hearings.  I  think  we  are  in  trouble  with  these  proerams,  and  I 
think  we  are  having  trouble  understanding  what  the  problem  is, 

I  liave  submitted  a  statement  for  the  record  which  includes  a  study, 
a  thorough  study,  that  we  have  made  in  the  Farmers  Union  of  this 
problem  of  world  hunger.*  On  the  basis  of  that  study,  imd  of  our 
deliberations  and  careful  consideration  in  watching  and  supporting 
this  program  for  the  past  20  or  more  years,  we  call  for  congressionu 
action  to  raise  farm  price  supports  to  encourage  the  expansion  of 
farm  production,  and  to  authorize  shipments  of  Food  for  Peace  to 
be  increased  sufficiently  to  absorb  the  full  productive  potential  of 
American  farmers  at  full  parity  prices. 

We  think  this  kind  of  commitment  would  be  in  the  national  interest 
of  the  United  States.  We  think,  moreover,  that  it  can  be  done  on  a 
basis  that  will  pay  financially,  as  compared  to  what  we  have  been 
doing  in  the  past. 

One  of  the  common  misconceptions  is  that  the  world  is  runnii^  out 
of  food-producing  capabiUt3',  and  that  this  is  the  reason  why  people 
are  hungry.  That  is  just  not  true.  We  are  harvesting  in  the  world 
only  about  two-fifths  of  the  potential  arable  cropland  each  year,  and 
the  rest  of  it  remains  undeveloped  and  unharvcsted  because  the 
demand  for  food  in  the  market  is  not  strong  enough  to  bring  forth 
the  necessary  investment,  the  commitment  of  labor,  management, 
and  all  of  the  other  things  that  would  bo  required  to  ])ut  that  land 
into  production. 

Here  in  the  United  States,  we  have  reached  in  the  1970's,  in  this 
present  decade,  the  lowest  harvested  acreage  in  the  United  States 
in  this  century,  since  the  1890's,  only  280  million  acres.  That  is 
because  farm  prices  have  been  too  low,  and  farmers  have  been  getting 
out  of  the  business.  We  have  been  scaling  down  our  agricultural  plant. 

Another  misundei-standing  is  the  idea  that  we  are  now  in  an  unusual 
hunger  situation.  That  is  not  true.  We  have  had  about  as  many  mal- 
nourished people  in  the  world,  about  half  a  billion,  while  we  had  food 
surpluses,  as  we  have  today. 

There  are  two  principal  changes  that  have  brought  the  extent  of 
world  hunger  very  much  to  our  attention.  One  is  that  the  reserve 
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^tuation  has  changed.  Our  reserves  are  down.  We  ao  not  now  have 
the  stocks  for  meeting  those  minor  but  extreme  situations  that  at- 
tract attention.  This  problem  of  depleted  stocks  was  made  in  Wash- 
ington primarily,  and  also  to  some  extent  in  Ottawa,  Canada,  by  a 
policy  of  low  farm  prices  and  deliberate  measures  to  cut  food  produc- 
tion over  the  past  several  years. 

There  are  other  changes  in  the  food  aid  situation.  We  have  been 
scaling  back  on  our  Food  for  Peace  shipments  for  the  past  decade  or 
so,  and  now  we  are  at  the  lowest  point  in  volume  since  the  program 
was  begun  20  years  ago,  about  one-fifth  the  level — one-fifth  the  level 
of  the  peak  Food  for  Peace  shipments  10  years  ago. 

What  we  think  we  need  to  do  is,  first,  to  expand  donations  under 
title  11  to  the  limit  for  meeting  the  needs  for  famme  relief,  emer^ncies, 
and  particularly  for  dependent  and  vulnerable  groups,  particularly 
children. 

Second,  revive  the  use  of  title  I  soft  currency  sales  as  a  trade  develop- 
ment tool  to  fully  absorb  the  productive  capacities  of  U.S.  farmers  at 
parity  prices. 

Third,  to  activate  the  Food  for  Work  amendment  adopted  several 
years  ago  for  the  use  of  soft  current^  for  creating  jobs  in  public  works 
in  the  hunger  countries. 

Fourth,  to  correct  the  trade  barriers  and  other  injustices  that 
hamper  the  poor  countries'  ability  to  trade,  to  earn  money,  so  that 
ihey  can  buy  their  food,  not  only  from  American  farmers  and  Canadian 
farmers,  but  even  from  their  own  fanners.  The  people  who  are  hungry 
are  hungry  because  they  cannot  buy  food,  and  the  primary  need  in  the 
world  is  to  develop  the  world  economy  so  that  employment  can  be 
offered  to  the  billions  of  people  who,  with  their  families,  are  now 
hu^ry. 
Thank  you. 

The  Chairman.  Thank  you  very  much.  We  appreciate  your 
contribution. 

Are  there  any  questions? 

Senator  Dole.  I  read  your  statement  and  I  think  that  it  is  good, 
I  do  not  agree  with  everything  you  are  saying,  but  I  think  it  is  a  very 
good,  detailed  statement. 

One  quick  question  I  have  with  reference  to  food  sufficiency:  do 
you  think  it  is  a  mistake  to  try  to  bring  about  food  sufficiency  in 
developing  countries?  Did  I  read  that  correctly? 

Mr,  Lewis.  It  is  a  mistake  to  concentrate,  as  a  first  goal,  on 
encouraging  anv  country  as  its  first  national  goal  to  seek  self-sufficiency 
in  food.  I  think  what  the  country  does  ought  to  be  determined  by 
where  it  ha-s  its  greatest  comparative  advantage. 

Senator  Dole.  You  are  not  opposed  to  that  in  the  long  range? 
Mr.  Lewis.  I  think  every  country  should  be  able  to  feed  itself, 
either  by  producing  or  by  buying.  In  a  country  like  Hong  Kong  or 
Singapore,  obviously  these  are  nation  city-states,  and  obviously,  it 
would  be  ridiculous  for  them  to  try  to  be  self-sufficient  in  food;  but  it 
is  equally  ridiculous  for  Germany  to  try  to  be  self-sufficient  in  food. 
It  is  far  better  for  Germany  to  concentrate  on  making  Volkswagens 
and  buying  wheat  and  soybeans  from  the  United  States. 

The  same  thing  might  be  true  in  some  of  these  other  developing 
fountries.  I  think  the  same  principle  that  is  applied  for  Singapore  or 
West  German/  ought  also  be  applied  to  western  Africa  and  India  and, 
other  developing  countries. 
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Senator  Dole.  Thank  you. 

The  Chairman.  Any  further  questions? 

Thank  you  very  much.  We  appreciate  your  contribution. 

[The  prepared  statement  of  Mr.  Lewis  follows;} 

Statguent  of  Robert  G.  Lewis,  National  Secbetart,  National  Fakmebs 


Mr.  Chairman,  I  commend  the  Committee  for  HcfaedulinK  thiH  beariag  on  the 
world  h»m«'r  problem  imd  the  policies  and  programs  of  the  United  Statai  that  re- 
late to  it.  Thi))  review  is  needed  urgently.  Our  policies,  and  much  of  our  thinking 
about  the  problem,  are  in  serious  disarray. 

The  stalie  of  the  American  i>eople  in  this  issue  is  second  to  none  In  importance. 
It  is  a  problem  that  raises  grave  dangers  for  the  future  of  our  own  people,  and  to 
word  civilization. 

At  the  SDme  time,  it  raises  tremendous  and  largely  unrecognized  opporfunitics 
for  advancing  the  economic  and  political  intereats  of  the  United  States,  for  realiia- 
tion  of  the  huinanitarinii  and  sorial  goals  of  the  American  people,  and  for  helping 
to  deal  successfully  with  many  of  the  g^a^'e  problems  that  arc  ahead  of  us  in  this 
era  of  change  and  danger. 

The  slogan  "Food  for  Peace"  is  more  apt  today  than  ever  before  as  a  description 
of  the  national  aspirations  that  have  given  rise  to  our  past  efforts  and  present  con- 
cerns with  the  issue.  It  is  no  exaggeration,  in  my  view ,  to  say  that  the  peace  of  the 
world  and  the  salvation  of  human  civilization  depcndis  upon  how  well  we  meet  the 
challenge  of  world  hunger. 

CAUSE    OF   PSOnLF.M    IB    UISUNDERSTOOn 

Decpite  all  our  good  intentions,  much  of  what  ne  have  done,  what  we  are  doing 
now,  and  what  we  arc  considering  to  do  in  the  futui-e,  is  doomed  to  futility. 

The  central  cause  of  our  difficulty  arises  from  the  prevailing  misconception  of 
the  nature  of  the  problem  of  world  hunger,  which  results  in  our  looking  at  it 
upside-down.  This  fundamental  misconception  can  be  summed  up  as  follon-s: 

"That  the  world's  ability  to  produce  food  is  lieing  overtaken  by  population 
growth,  and  that  tiiis  is  why  so  many  people  are  hungry." 

That's  not  true. 

Only  two-fifths  of  the  world's  7,880  million  acres  of  potentially  arable  land  is 
now  being  harvested  each  year. 

The  United  States  has  much  more  unused  cropland  than  any  other  industrialized 
country.  Our  harvested  area  in  the  early  I!)70's  hud  shrunk  to  the  smallest  siie 
in  the  Century,  only  280  million  acres,  from  the  peak  of  360  million  acres  harvested 
in  the  1930's. 

Study  after  study  by  the  world's  lending  ngricultural  resource  economists  in  the 
U.S.  Department  of  Agriculture  and  elsewhere,  indicate  that  if  present  trends 
are  continued,  large  surpluses  of  farm  commodities  are  likely  to  be  produced  in 
the  world  for  as  far  ahead  as  forecasters  c.in  realistically  project.  That  will  hie  mi, 
these  experts  agree,  unless  measures  are  taken  to  restnct  output  either  directly, 
or  by  maintaining  prices  to  farmers  below  their  costs  of  production. 

The  resources  and  technology  that  are  available  in  the  world  are  sufficient  to 
increase  world  food  production  fairly  quickly,  and  by  lor^  measures.  Further 
advances  in  teclmologj-  can  provide  further  increases.  Sufficient  food  can  be  pro- 
duced to  feed  double  the  present  world  population  by  the  end  of  this  Century 
without  exceeding  the  capacity  of  the  world's  available  and  potential  tanning 
resources  and  technology. 

But  to  accoin])lish  this  will  require  that  appropriate  economic  and  political 
conditions  be  established.  That  is  what  this  hearing  is  about.  That  is  the  para- 
mount business  of  this  Committee  and  its  counterpart  in  the  U.S.  House  of 
Representatives,  and  of  the  U.S.  Department  of  Agriculture  in  the  Executive 
Branch. 

PHtsENT  "crisis"  acto.vlly  not  UNtjaUAL 

Why,  then,  are  bo  many  people  hungrj-? 

Even  before  the  "crisis"  of  the  present  period,  the  number  of  malnourished 
human  beings  in  the  world  hod  rcacned  half  a.  billion  or  more.  This  is  despite  the 
fact  that  world  food  production  has  grown  almost  constantly  year  by  year  since 
the  end  of  World  War  II.  F.ven  per  capita  food  production  in  hungry  countries 
J^LS  grown,  although  only  slowly. 
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The  highly  publidsed  hunger  of  the  ptut  two  jeers  is  only  marginaUv  different 
from  the  "normal"  eituatifm — "chronic"  is  a  better  word  for  it — of  the  past 
thirty  years.  It  is  a  serioiu  inisconception  to  regard  the  present  "crisis"  as  a 

sigoilicant  departure  from  the  usual  situation. 

The  world  hunger  problem  with  which  we  are  confronted  today  is  neither  new 
nor  different.  It  is  the  loDg-familiar  psradox  of  hunger  co-exifiting  with  food 
surpluses. 

POUCI  CHANGES  BfiSFONBIBLE 

Indeed,  the  present  apparent  shortage  was  created  directly  and  specifically  by 
policy  decisions  of  governments,  primnrily  of  the  United  States  and  Canada. 

A  recent  study  by  the  Farmers  Union  reveals  that  shipments  of  food  from  the 
United  States  for  hunger  relief  oversea,i  has  been  cut  to  fittle  more  than  one-fitth 
as  much  as  ten  years  ago.  During  the  time  that  "Food  for  Peace"  shipments  were 
being  drastically  curtailed,  payments  to  U.S.  farmers  for  holding  cropland  out  of 
production  were  increased  sharply,  setting  an  all-time  record  of  $3,566  million  in 
1972.  In  that  year,  one  acre  was  held  out  of  production  in  the  United  States  for 
every  41i  acres  that  were  harvested.  Also  in  one  year  during  this  period,  the  Gov- 
ernment of  Canada  encouraged  and  compensated  its  wheat  farmers  to  cut  their 
planted  acreage  to  only  half  of  normal. 

The  potential  food  that  was  sacriticed  as  a  result  of  these  governmental  programs 
would  have  been  more  than  ample  to  meet  alt  the  needs  that  have  arisen  in  the 
present  worid  food  crisis,  with  ample  resen-es  left  over. 

A  copy  of  this  study,  including  full  documentation  of  operating  results  of  both 
the  U.b.  Food  for  Peace  program  and  various  agricultural  production  adjustment 
progrL'ma,  is  attached,  and  I  request  that  it  be  made  a  part  of  the  record  following 
Ibht  statement. 

Why,  then,  are  so  many  hungry? 

Because  Ikey  can't  buy  food. 

I  do  not  know  of  anynne  on  earth  who  has  money  to  spend  for  food  who  ia 
hungry.  The  immediate  cause  of  hunger,  wherever  on  earth  it  occurs,  is  the  lack 
of  money  in  the  handi  of  hungry  men  and  women  to  buy  the  food  they  need  for 
themselves  and  their  children. 

As  the  resTilt  of  deliberate  policy  changes  made  by  Bovemment^s,  world  re- 
serves of  food  are  now  ut  low  levels.  Consequently,  food  aid  shipments,  which 
have  never  reached  more  than  a  small  fraction  of  the  people  on  earth  who  were 
nialuourished,  have  been  reduced  to  even  smaller  scale.  But  it  is  essential  to 
recognise  that  there  have  been  for  many  decades  hundreds  of  milhons  who  have 
hwi  desperately  hungry,  while  huge  unmarketable  surpluses  hove  piled  up, 
Depressing  farm  prices,  and  continuing  to  suppress  the  exjiansion  of  agricultural 
production,  indeed  reducing  AmeJca's  own  hoi  vested  cropland  acreage  to  the 
smallest  area  since  the  1890%i. 

And  in  all  probability,  unless  specific  policy  decisions  to  prevent  it  are  made  by 
the  Government  of  the  United  States  and,  to  a  lesser  extent,  of  Canada,  there  is 
every  likelihood  that  this  situation  will  return  soon  and  persist  in  the  future. 

Tne  facts  surely  refute  the  incredible  misconception  that  the  reasons  so  many 
?re  hungry  in  the  world  is  because  we  do  not  have  the  ability  to  produce  enougn 
food.  Nevertheless,  the  misconception  persists.  And  this  upside-down  view  of  (he 
problem  leads  to  futile,  and  even  foolish  efforts  in  the  name  of  "solving  the  hunger 
P'oWem", 

Tile  trouble  is  that  ottention  has  been  locked-in  on  the  wrong  end  of  the  eco- 
aomic  equation — on  supply,  when  the  real  problem  is  with  demand. 

DOMESTIC  FOOD  PROOR.^MS   FOCUS  ON  DKHAND 

This  Is  illustrated  by  our  own  experience  here  in  the  United  States:  In  1961, 
T  reserve  stocks  of  form  commodities  were  the  largest  ever  possessed  by  any 
'Winlrj'  in  the  history  of  the  world.  At  that  very  time,  we  probably  had  more 
malnourished  American  citizens  than  ever  before  in  our  history. 
.  flow  silly  it  would  have  been  for  us  to  attack  malnutrition  in  the  United  States 
'1  itlBl  by  redoubling  our  efforts  to  increase  the  supply  of  food! 

What  we  did,  of  course,  w^as  to  get  busy  at  fixing  up  the  demand  end  of  the 
«|uation.  We  instituted  the  Food  Stamp  program.  We  increased  our  federal  do- 
jiitions  of  food  tor  school  lunches.  We  established  n  school  breakfast  program  for 
hungry  children.  We  increased  food  donations  to  welfare  institutions. 
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Most  important  of  all,  we  pursued  econamic  policies  which  increased  emploj- 
ment.  and  soon  reduced  unemployment  to  about  three  percent  of  the  work  force. 

And  we  went  on  to  institute  a  "War  on  Poverty"  with  the  aim,  and  in  the  hope, 
of  exterminating  poverty  in  the  United  States  both  by  increasing  job  oppcnluiiibes 
for  our  hungry  citiiens,  and  by  increaaing  their  capacity  to  worit,  to  get  and  hold 
jobi,  and  to  earn  their  daily  bread.  We  established  Youth  Conservation  Camps, 
and  a  Neighborhood  Youth  Corps,  and  a  "Green  Thumb"  program  to  provide 
joba  to  needy  older  citizens  in  rural  areas.  Unfortunately,  all  of  these  jobs  creating 
mitiatives  have  been  allowed  to  languish  or  die  during  the  past  few  years. 

There  is  a  positive  lesson  to  be  Teamed  from  tliis  experience  with  hunger  in 
America  that  is  applicable  to  the  problem  of  world  hunger:  The  real  cure  for  hunger 
is  jobs,  earnings,  and  purchasing  power  for  food. 

DIRECT   FOOn    AID    UNCERTAIN    AND    SLOW 

But  there's  also  a  harder  lesson  that  we  need  to  recognize:  The  United  States 
is  the  world's  richest  country,  with  one  of  the  strongest,  most  competent,  and 
most  humane  governments  on  earth.  But  it  took  even  such  a  government  as  ours 
until  lOfil  to  begin  making  a  concerted  attack  on  hunger  among  our  own  citizens 
by  means  of  direct  action  to  provide  food  aid.  And  this  attack  has  proceeded  only 
slowly.  Even  today,  the  lirst  place  that  the  Administration  looked  when  it  sought 
to  reduce  government  spending  was  to  cut  back  on  the  Food  Stamp  program- 

This  American  experience  snoold  teach  us  not  to  expect  the  governments  of 
the  poor  countries,  with  much  less  capability  to  govern,  and  much  lesi  public 
commitment  to  social  justice,  t<i  use  ''surpluH"  food  effectively  to  feed  hungry 
people  by  means  of  direct  subsidization  of  food  for  the  poor. 

WE  don't  preach  what  we  practice 

Despite  our  own  experience,  much  of  what  we  have  done,  and  much  of  what  is 
being  discussed  and  advocated  about  world  hunger,  runs  counter  to  the  realism 
that  is  evident  in  our  attack  on  hunger  in  America.  The  concentration  is  almost 
entirely  on  increasing  the  supply  of  food,  while  all  but  ignoring  demand. 

This  is  even  worse  than  jjutting  the  cart  l>efi>re  the  horse.  It  s  like  sticking  the 
cabooBe  out  in  front  of  the  train,  and  then  hitching  on  all  the  l>oxcara  and  coaches 
and  Pullman  cars — and  leaving  the  engine  odt  altogether! 

If  you  want  a  train  that  will  really  go  someplace,  it  is  necessary  to  start  out. 
from  the  very  first  with  an  nde qua t«. engine.  The  enginr  that's  essential  for  gettln|: 
the  hungry  fed  is  purchasing  power  for  food. 

There  is  a  uscfal  place  for  providing  technical  information  and  guidance  in. 
better  farming  methods  to  farmers  in  the  hungry  countries.  But  no  boxcar  fuA- 
•f  new  "know-how"  will  get  any  place  at  all  unless  there  are  people  with  moae^' 
who  will  buy  what  the  farmers  produce. 

The  truth  is  that  most  of  the  farmers  in  the  world  already  "know-how"  to  farm, 
better  and  more  productively  than  they  can  afford  to  do.  If  the  engine  of  efFectiv^s 
demand  can  get  cranked  up,  it  will  pull  forth  a  tremendous  increase  in  food  outpuC^ 
long  before  anything  can  get  delivered  to  the  farmers  in  the  way  of  new  "know — ■ 

But  if  we  start  out  with  nothing  but  the  baggage  cars,  and  no  engine,  we'll  stay 
stalled  on  the  tracks  and  never  get  anywhere. 

DIRECT  FOOD  AID  not  FDLL  ANSWER 

The  other  major  element  in  what  Is  now  being  proposed  to  deal  with  worlA- 
hunger  is  to  provide  emergency  food  relief  for  famines  ond  natural  disasters. 

This  has  been  an  important  part  of  our  traditional  Food  for  Peace  program, 
generally  undertaken  under  Title  II  of  P.L.  480. 

Food  aid  gronts  under  Title  II  are  necessary  and  desirable  and  should  be  ex — 
panded  as  far  as  they  can  be  made  to  go.  But  it  is  essential  to  recognize  the  limita — 
tions  on  how  far  such  charitable  operations  can  be,  stretched  toward  meeting  th^ 
needs  of  the  hungry. 

That  potential  must  be  measurtd  against  the  reality  of  a  half  a  billion  or  morp^ 
people  on  earth  who  are  downright  malnourished.  "Malnutrition"  means  the  loclC^ 
of  sufficient  food  to  maintain  good  health  and  to  sustain  productive  work  activity^ 
of  adults,  and  to  assure  full  body  growth  and  to  prevent  mental  and  physical  re--' 
tardation  due  to  dietary  protein  deficiency  in  growing  children. 

The  best  we  have  overdone  to  furnish  Food  for  Peace  aid — even  when  the  anuuaB- 
volumes  sliipped  were  three  or  four  times  as  great  as  recently — never  reached  mor^ 
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than  a  tiny  fraction  of  all  the  people  who  were  suffering  from  malnutrition.  I  doubt 
that  it  will  ever  in  the  future  be  expanded  guffidently  to  reach  more  than  a  imall 
percent.  I  am  almost  certain  that  charity  will  never  suffice  to  feed  a  majority  of 
evsn  those  who  are  moat  desperately  hungry. 

Charity  has  another  limitation  that  is  even  more  impcrtant,  in  my  view. 
Charity  is  unworthy  as  a  way  of  life — for  giver  and  taker  alike.  Charity  engenders 
in  the  giver,  all  too  often,  a  mistaken  sense  of  self-righteousness.  This  often  leads 
tc  the  imposition  upon  the  receivnr  of  a  ta;t  of  gratitude  that  is  unendurable, 
particularly  when  it  demands  humilating  displays  of  dependency  and  inferiority. 

On  the  other  hand,  the  struggle  of  recipient*  of  long-term  charity  for  the  defense 
of  dignity  almost  inevitably  leads  to  hostility  toward  their  benefactors.  As  a  long- 
term  proposition,  charity  is  likely  to  produce  much  hate  and  little  love.  Charity 
is  best  restricted  to  short-run  tasks  of  an  emergency  nature,  in  which  both  giver  and 
receiver  will  recognise  the  giH  as  an  expression  of  the  solidarity  of  mankind  against 
such  adversities  as  might  temporarily  befall  anyone.  Title  II  of  the  Act  and  the 
operations  conducted  under  its  authority  respect  these  limits. 

BXCHANOi: — NOT  CHARITT 

For  the  long-term,  the  commerce  that  is  necessari'  or  desirable  among  indi- 
viduals and  nations  is  best  conducted  on  the  basis  of  exchange,  not  charity.  A  good 
trade  is  its  own  reward  to  both  parties;  both  buyer  and  seller  feel  their  condition 
imt  roved  as  a  result,  and  it  is  not  necessary  for  either  party  to  invoke  great  efforts 
oF  loving  will  in  order  to  facilitate  the  transaction  and  to  prevent  destructive  sidc- 
tilects. 

The  Food  for  Peace  law,  as  originally  conceived,  reflects  a  realistic  appreciation 
of  the  limitations  upon  the  usefulness  of  charity.  It  is  significant  that  the  full 
(onnal  title  of  the  legislation  authorizing  the  "Food  for  Peace"  program  is  the 
".Agricultural  Trade  Development  and  Assistance  Act  of  1954. 

Moreover,  the  first  two  policy  goals  declared  by  Congress  in  the  Preamble  of 
the  Act  are  "to  expand  International  trade"  and  "to  develop  and  expand  export 
markets  for  United  States  agricultural  commodities". 


3E    NEW   JAPANESE    MARKET 

The  program  worked  successfully  in  its  early  years  as  a  "trade  development" 
[col.  The  outstanding  illustration  of  this  is  Japan.  After  the  end  of  World  War  II, 
CS,  food  was  supplied  to  the  Japanese  as  emergency  relief  under  the  authority  of 
^■arious  laws  predating  Public  Law  480,  during  the  military  occupation  of  that 
•^untry.  From  zero  in  1945,  our  agricultural  exports  to  Japan  have  climbed  to  the 
"•ulti-biUion  dollar  level  in  recent  yeara. 

But  the  bare  statistics  do  not  fully  iUustrate  how  creatively  and  meaningfully 
"•^  purpose,  "to  develop  and  expand  export  markets  for  U.S.  agricultural  com- 
"lodities",  has  been  fulfilled. 

Before  1945,  the  Japanese  people  did  not  consume  significant  quantities  either  of 
*heat  or  dairy  products.  But  under  the  Food  for  Peace  program,  supplies  of  wheat 
***«i  dairy  productfl  were  made  available  to  needy  families  and  welfare  institutions, 
^"d  especially  to  Japanese  children  in  their  school  lunch  programs.  The  food  from 
*^erica  was  accompanied  with  nutrition  information,  and  professionalj  qualified 
^Worts  to  adapt  the  products  to  Japanese  taste,  and  to  promote  the  acceptance  by 
'^^lisumers  of  the  unfamihar  new  foods  from  America. 

As  a  result,  Japanese  consumers  were  "taught"  through  the  Food  for  Peace 
program  to  use,  and  to  like,  and  eventually  to  buy,  American-styled  foods  and 
[^•"in  products.  As  Japan's  economy  recovered,  its  consumption  of  new  types  of 
'<^«>d  from  America,  which  had  been  inititaed  by  donations,  and  then  sustained  by 
**l«a  on  concessional  terms  under  the  Food  for  Peace  program,  were  continued 
■*»d  expanded  further  on  fully-commercial  terms.  Japan  is  now  the  largest  sini^e 
"Verseaa  market  for  U.S.  farm  commodities. 

,,  A  numt>er  of  other  countries  have  passed  all  or  part  of  the  way  through  the 
tfade  development"  process,  from  food  donations  to  concessional  soft  currency 
**id  credit  sales,  to  a  long-term  market  on  fully  commercial  terms  for  U.S.  agricul- 
''^nd  and  food  commodities.  Italy,  Taiwan,  Hong  Kong,  and  South  Korea  are  the 
Outstanding  examples. 

OBIUIIfAL  POLICY  WAS  REVERSED 

Unfortunately,  the  "trade  development"  mission  o(  the  program  was  directly 
^e-versed  beginning  in  1B66.  In  Its  place,  a  new  policy  was  Instituted  of  preaauring 
"^ne  leas-developed  countries  to  direct  their  economic  development  efforts  toward 
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the  gonl  of  national  aelf-sufficienoy  in  food  production — and  beyond  that — to 
Btrive  for  exportable  agricultural  surpluses.  The  new  policy  was  initiated  by  ad< 
ministrative  action,  and  later  incorporated  in  the  amendments  to  the  legislation 
that  were  adopted  in  1966. 

The  new  policy  direction  has  been  continued  to  the  present  time,  and  It  is  being 
further  extended  and  reinforced  by  current  policies  by  the  Administration. 

The  principal  emphasis  in  the  position  taken  by  the  U.S.  Goveninient  in  the 
World  Food  Conference  in  Rome  last  year  was  placed  upon  its  commitment  to 
provide  technical  a.<isistance  and  financial  subsidies  to  promote  increased  agri- 
cultural production  in  other  countries.  The  U.S.  Government  is  also  exercising 
its  diplomatic  influence  to  encourage  the  oil  exporting  coimtries  to  invest  in 
expanding  agricultural  production  in  other  countries.  The  World  Bank  and  most 
of  the  concerned  welfare  organizations  in  the  United  States  appear  to  go  along 
with  this  policy  as  weU,  I  hope  onl;  because  of  lack  of  undetstandillg  of  its  short- 
comings. 

ALSO    BLOCK  TRADE   WITH   POOR   COUNTRIES 

The  promotion  by  the  United  States  of  the  goal  of  national  self-sufficiency  in 
food  production  in  the  developing  countries  is  accompanied  by  continuing  and 
intensified  resistance  to  the  expansion  of  imports  of  those  product*  wherein  the 
hungry  countries  have  their  main  comparative  economic  advantage,  and  which 
they  cotild  offer  in  trade  to  obtain  the  foreign  exchange  that  they  need  to  buy 
imported  food  and  other  capital-intend ve  products  from  the  United  States. 

The  Khift  in  American  policy  away  from  the  promotion  of  expanded  trade  with 
the  devclo|)ing  countries  and  toward  promotion  of  goal"  of  self-sufficiency  is  a 
ocriou-s  niistuke.  It  is  harmful  to  the  interests  both  of  the  United  States,  and  of 
the  dc^'cloping  countries  themselves. 


The  United  States  is  by  far  the  world's  dominant  factor  in  world  trade  in  grains 
and  high-protein  oilsccd<.  In  1973,  the  lost  j-car  for  which  data  are  available,  the 
ahare  contributed  from  the  Unitci  States  of  the  total  volume  traded  in  the  world 
market  was  liO  percent  for  wheat,  65  percent  for  corn  and  other  feedgrains,  and  8-5 
percent  for  aoybean-i.  Even  in  the  ciwc  of  rics,  of  which  the  United  States  prodiiccs 
only  a  few  percent  of  the  total  worid  production,  24  jjercent  of  all  the  rice  in  world 
trade  originated  from  the  United  States, 

These  commodities  provide  about  three-fourtlm  of  the  world's  human  food 
supiily,  both  that  which  h  con.-<umed  directly  as  cere.ij  food  and  that  which  a 
converted  into  animal  products. 

Mo-it  of  the  world's  food  supply  is  consumed  in  the  countries  where  it  is  pro- 
duced. But  the  strategic  and  economic  significance  of  that  portion  which  is  in 
excess  of  domestic  requirements  and  available  for  export  is  of  enormou.-)  propor- 
tions. The  role  of  the  United  States  in  food  is  compiirablc  to  that  of  Saudi  Arabia 
in  petroleum.  We  have  not  i>eon  taking  effective  advantage  of  our  "food  power" 
in  the  national  inten»t  of  the  United  Stat<w,  and  the  new  jiolicy  of  promoting 
Keif -sufficiency  in  food  production  in  other  countries  further  erodes  and  squanders 
and  betrays  our  natiomil  intercKt. 

The  action  of  the  Organiaation  of  Petroleum  ExportinR  Coimtries  in  concerting 
to  increase  the  prices  of  e\|K)rtcd  oil  i*  only  the  most  con<ipicuous  example  of  a 
trend  that  we  can  expect  to  |>rocecd  with  increni'ing  momentum  in  yean  ahead, 
as  worldshortag(«of  many  kinds  of  vitally  important  non-rcnewablc  raw  materi:ils 
places  growing  strains  upon  the  economics  of  the  United  States  and  other  dc- 
velo[>ed  countries. 

Food  is  the  most  evident  strong  suit  that  we  have  to  rciv  on  to  generate  the 
foreiKU  exchange  we  arc  sure  to  need  in  growing  amounts.  We  should  now,  more 
than  ever  before,  l>e  seeking  to  develop  and  expand  our  markett  for  agricultural 
c'liTu nodi  lies  instead  of  stiuandering  our  al)ility  to  do  so,  while  encouraging  and 
bubsidizing  the  expansion  of  foreign  competition. 

POLICV   HURTS   U.S.   PA UM Kits 

Tlie  present  U.S.  policy  is  directly  contrary  to  the  interests  to  U.S.  farmers. 
Our  farmers  must  deticnd  upon  ex|>ort  markets  for  one-fourth  or  more  of  their 
feedftrains,  sovlieoas,  and  cotton,  and  no  less  than  two-thirds  to  three-fourths  of 
their  wheat.  "The  iirice  levels  for  the  entire  output  of  those  export  croixs  is  totally 
de|>endent  upon  tne  |>rices  that  can  be  obtained  in  the  export  market.  Moreover, 
because  of  the  basic  signiticunce  of  these  export  crops,  the  fact  that  grain  is  U» 
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major  raw  material  used  in  the  production  of  livestock  and  poultry  products, 

and  the  (act  that  export  crops  compete  for  the  use  of  land,  labor,  and  capital  with 
all  othtr  farm  commodities,  the  general  price  level  of  ail  other  agriculturnl  com- 
modities is  basically  dependent,  upon  world  market  prices  of  our  export  crops. 

Our  EUppiies  of  basic  farm  commodities  are  short  at  Ibis  time.  But  there  should 
be  no  illusion  that  "surpluses"  may  not  return  to  impose  their  cruel  potential 
burden  upon  farmers  in  the  United  States.  If  last  year's  weather  had  been  normal — 
iiLitead  of  the  worst  for  feed  grain  production  in  a  quarter-Century,  grain  farmers 
would  be  suffering  ruinous  prices  today.  If  the  1973  crop  conditions  are  normal, 
there  is  a  grim  likelihood  that  production  will  again  outrun  commercial  demand 
at  adequate  prices,  and  grain  and  soybean  farmers  will  be  confronted  with 
depression-level  prices,  as  has  already  happened  for  producers  of  cotton,  live- 
Elock,  and  milk. 

TMs  does  not  mean  we  do  not  expect  that  the  developing  countries,  and  other 
ijricultural  producing  countries  as  well,  to  endeavor  to  increase  their  food  produc- 
tion, nor  even  that  tne  United  States  should  refrain  from  helping  them  in  that 
eDdeavor.  But  we  do  insist  that  our  Government's  first  priority  should  be  to 
protect  and  advance  the  interests  of  our  fanners  and  the  national  interest  of 
the  United  States  in  securing  the  share  of  an  expanding  world  market  for  food 
to  which  our  comparative  economic  advantages  entitles  us.  It  is  ironic  that  an 
Administration  that  professes  to  subscribe  to  a  principal  of  "market  orientation" 
Id  the  pricing  and  production  of  foodstuffs  should  waste  the  market-building 
potential  of  our  recent  and  potential  surplus  productive  capacity,  discourage 
U.S.  food  production  by  abandoning  measures  to  promote  agricultural  com- 
itiodity  price  stability  for  our  farmers,  and  block  the  expansion  of  imports  from 
the  poor  countries  that  could  generate  the  foreign  eichange  that  would  absorb 
increasing  quantities  ot  our  agricultural  products. 

NKW  POLICY  HURTS  POOR  CO  UN  TBI  E3 

This  new  American  doctrine  of  promoting  national  self-.^ufficieney  in  food 
production  in  the  poor  countries  is  adverse  to  the  real  interest  of  the  poor  countries 
themseKcs. 

Tbp  true  comparative  economic  advantage  of  these  countries  lies  in  their  abund- 
uiw  of  lalxir.  Modem  fanning — am-  kind  of  farming  that  is  at  all  efficient — is 
highly  capital-and-KtdUs-intensive.  It  is  precisely  this— capital  and  skills — that 
the  poor  countries  lack. 

Not  only  are  farm  prices  in  the  worid  market  usually  chronically  low  in  relation 
to  real  costs,  but  they  are  extremely  imstabte  as  well, 

Moreo\-er,  investments  in  modem  farming  produce  far  fewer  jobs  than  in  in- 
dustry. In  the  United  States,  the  average  farm  investment  pet  man-year  of 
Hnpkiyment  i.s  nearly  double  the  average  investment  per  worker  in  manufacturing 
indaitries.  Yet  throughout  the  past  two  decades,  the  market  value  of  products 
creaicd  by  the  average  farm  job  hits  been  only  one-third  as  much  as  the  average 
product  per  job  in  manufacturing  industry. 

It  i^  economic  nonsense  to  propose  that  countries  like  India  or  Pakistan  should 
strive  to  incr(;a.se  their  investments  In  agriculture  under  present  cIrctUnstances 
M  the  cost  of  retarding  their  urban  industries'  expansion  and  jobs-creation. 


The  doctrine  that  the  poor  countries  of  the  worid  must  give  their  highest 
piority  to  achieving  national  self-sufficiency  in  food  pniductlon  is  based  on  the 
'hciire  <,f  economic  development  propounded  in  Stages  of  J"]conomic  Growth  by 
]*'■  W.  l^stow,  a  former  Harvard  professor,  whu  was  a  special  counsel  to  President 
Mnsnn.  In  brief,  Roatow  contends  that  the  poor  countries  should  seek,  first  and 
f'iremost,  tii  expand  and  modemiie  their  agriculture.  He  contends  that  their 
"•'jectives  in  doing  so  should  be:  First,  to  gain  an  exportable  surplus  to  learn  foreign 
"change,  or  to  substitute  for  imports,  in  order  to  buy  industrial  capital  equip- 
Bi*ni  needed  as  the  basis  for  a  modem  economj-.  Second,  to  secure  tax  revenuo 
'torn  the  modernised  tarnis  to  pay  tor  roads,  school.*,  and  other  public  works  re- 
quired as  a  foundation  for  a  modem  economy.  And  third,  to  secure  loanable  or 
"H'estinent  funds  from  modemiied  farmers'  profits  to  be  used  for  initiating  in- 
•wstrinl  devplcipment. 

The  Rn-:tow  theory  is  exactly  wrong. 

Rii-tiiw's  thesis  dws  not  describe  accurately  even  the  history  of  what  develop- 
■Bcni  was  like  a  Century  ago.  But  us  far  us  the  mfidem  world  is  concerned,  it 
'fTOpletely  overiooks  the  two  all-important,  vital  new  factors  that  have  arisen 


«nce  World  War  II. 
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Fimt,  the  population  explosion — which  is  creating  workers  far  faster  than  job» 
can  be  found  for  them,  either  on  faima  or  in  the  cities.  This  means  that  there  is  no 
pre^nt  need  to  reduce  labor  requirements  on  the  fanns  bj  mechanizing  agricul- 
turi;,  OS  Roiitow  supposes. 

Second,  the  existence  in  the  world  of  modern  scientific  agriculture.  This  affords 
the  means  to  produce  an  abundiknce  of  food  to  meet  all  foreaeeable  requiremeats. 
Sloreover,  it  can  be  done  with  very  low  requirements  for  the  employment  tk  labor. 

As  a  general  rule,  directly  contrary  to  Rostow'a  dictiun,  tne  poor  countriea 
fthould  put  their  first  priority  on  expanding  their  manufacturing  sectors,  rathei 
than  their  agriculture. 

NON-FARU    JOBS    UROEN'TLT    KEEOBD 

In  an  economically  logical  wodd,  the  poor  countries  would  be  best  advised  to 
stress  creation  of  non-farm  jobs  in  public  works  and  manufacturing  industry, 
both  for  existing  city  populations,  and  for  the  inevitable  tide  of  migrants  coming 
from  the  rural  areas.  They  should  if  anything  seek  to  retard  the  movement  of 
labor  out  of  farming,  even  at  the  cost  of  high  domestic  food  prices,  so  as  to  dis- 
courage overly-ropid  migration  to  the  cilie.s. 

Instead  of  relymg  upon  agriculture  to  pull  their  economies  up  by  the  boot- 
straps, as  Ri«tow  contends,  the  poor  countries  should  stress  the  development  of 
prosperous  urban  manufacturing  sectors  so  that  their  economies  can  sustain 
relatively  high  domestic  food  prices.  This  should  be  accompanied  by  policies  of 

firomoting  labor-intensive  small-farm  agriculture.  Then  the  returns  to  farm 
amilics  would  be  sufficient  to  provide  the  means  for  human  development  in  the 
forms  of  education,  health  care,  and  nutrition  in  the  rural  areas  where  the  majority 
of  the  populations  now  li\-o,  so  that  the  oncoming  generation  will  be  prepared  for 
joiw  in  iion-f;irm  indu.strv,  and  for  the  fewer  but  more  exacting  jobs  that  will 
modernized  agricultui 
in«e  of  economic  dove 
.    ^ .  fiillowing  Worid  War 

ture  policies  of  Japan  since  World  War  II  were  instituted  and  designed  by  policj' 
advisors  from  tint  United  States  under  the  Military  Occupation  regime.  It  is  a. 
pity  that  this  approach  tu  economic  development  was  displaced  by  the  Rostow 
doctrine. 

What  Rostow  pre3cril>es  is  a|>proximr4tely  what  ha<  happened  in  the  South — 
eastern  Unitj'd  States  since  World  War  II.  There,  purticulany  in  cotton  farming^, 
machines,  technology,  and  other  forms  of  capital  have  Ijcen  introduced  at  a  furiou'^- 
pace  in  order  to  reduce  production  costr^.  The  lalxir  thereby  displaced  was  ignored^ 
until  it  reappeared  as  our  urban  crisis  of  loda.v. 

At  the  end  of  World  W:ir  II,  al)out  20  jtercenl  of  the  U.S.  population  w.is  em 

ploj-ed  in  agriculture.  That  h;u*  been  reduced  in  a  quarter  of  a  Centur>-  to  five^ 
percent.  The  dLsplacement  of  labor  out  of  farming  is  one  result  of  our  dramatics 
advance  in  agricultural  productivity,  acbievf'd  by  substituting  capital  in  the  fonr^ 

<if  miichines,  U'chnology.  and  science  fur  hunuvn  labor.  Our  own  uriian  economy " 

the  stninKc-it  oh  earth — has  not  ixxn  able  to  a!>*orb  the  displaced  farm  «-orkers. 

But  in  thi;  poor  countries,  the  situation  is  far  more  serious  on  all  counts.  In^ 
India,  for  example,  the  farm  population  rcprewnts  aljout  70  percent  of  the  total  j 
The  uriian  cconomv  is  already  overburdened  with  ncarl.v  unl>elievable  rates  o^ 
uueinployinent  ancj  und(.-r-em ploy n lent.  When  I  visited  IndLt  and  Pakistan  ii~* 
11IC7,  the  estimates  given  to  mc  by  practicil  farm  operators  of  the  rale  at  which  i*^ 
would  )>c  pussilile  tu  dLspluce  human  l.i>>or  liy  the  introduction  of  tractor-;  rangetX 
from  fifteen  to  one  hundred  m-jn,  plus  equal  numbers  of  teams  of  oxen,  for  each:' 
tractor! 

If  the  swift  dUplaccment  of  human  l;il)or  out  of  American  agriculture  has  creater^ 
our  most  grave  domestic  crisis  in  a  Century,  it  is  siniply  appidling  to  contemplate^ 
the  fantastic  dL-itress  and  disruption  that  will  result  in  the  poor  countries  of  th*^ 
worid  if  tiiej-  follow  America's  advice  and  hurry  their  farm  laborers  off  the  ianc3 
before  urban  jobs  arc  created  to  emjiloy  them. 

In  the  long  run,  the  enlargement  of  demand— of  purcba-sing  power  in  the  nand=^ 
of  the  half  of  the  world  ihttt  U  now  ni:.ln-.>urishcd — will  need  to  deiK'iid  upoK"  - 
improvement  in  ;h^>  terms  of  trade  ot  tlii'  United  States  and  other  prosperou  ~ 
industrialized  countries  for  imjmri*  ot  those  products,  largely  m.inufacluri'C^ 
goods,  which  poor  countries  can  [troduti'  coni|ie[ilively  by  virtue  of  their  abimdan- 
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TRADB  POUCIEB  BT-PAB8  BUNQBT 

The  trnde  policies  of  the  developed  countries,  mcludlng  the  United  States, 
are  seriously  biaijed  agitioiit  the  welfare  and  interests  of  the  poor  countries.  Harry 
Johnson,  in  bis  study,  "Eccnomic  Policies  Toward  Leas-developed  Countries, 
prepared  for  the  Brookings  Institution,  says  that  the  effective  barriers  raised 
by  present  tariff  rates  tor  labor-intensive  manufactured  goods  are  as  high  as 
several  hundred  percent  of  the  value  added  by  labor. 

These  are  the  very  kinds  of  goods  that  the  world's  hungry  could  make  and 
sell  competitively,  to  cam  the  food  they  need. 

These  are  the  very  kind  of  imports  that  w6uld  do  moHt  to  reduce  the  American 
cost  of  living  and  to  i>uppres8  inflation. 

And  lust  but  not  least,  these  are  the  kinds  of  imports  that  wouVl  generate  the 
largest  proportionate  return  in  demand  for  exports  of  food  from  American  farms — 
demand  for  the  very  products  in  which  the  United  States  possesses  the  greatest 
Comparative  advantage. 

But  in  the  face  of  tliis  pervasive  bias  in  trade  poUcies  afjainst  the  poor  countries, 
in  more  than  a  decade  of  negotiations,  first  in  the  Dillon  lUiund  during  the 
Eisenhower  Adminiotration,  and  later  in  the  Kennedy  Round  in  the  196D's,  the 
tariff  reductions  which  were  achieved  were  apiilied  mainly  to  products  which. 
predominate  in  the  trade  between  the  prosperous  and  industrial  countries.  The 
new  U.S.  Trade  Act  does  little  or  nothing  to  correct  that  bins,  and  may  even 
make  it  wors^c. 

>OOD  FOB  peace'  vital 


A  rejuvenated  FiHid  for  Peace  program,  with  appropriate  emphasis  on  the 
''trade  development"  potential,  which  is  the  "pay-off"  phase  of  the  program, 
is  the  best  place  to  begin  to  remedy  these  short-eoniinga,  and  thereby  to  launch 
Ml  effective  attack  aaainst  world  hunger,  while  defending  and  advancing  the 
uu'ionnl  interests  of  the  United  States  and  the  American  farmers. 

The  .scope  for  roix^ating  the  development  of  expanded  markets  for  American 
'srtn  products  extends  immeasurably  beyond  the  extraordinary  achievements  in 
^pan  and  the  several  other  countries  where  it  has  been  successfully  applied. 
pearly  half  the  humitn  race  want  to  eat  more  and  better  food.  But  they  remain 
"Ungry,  primarily  because  they  lack  for  jobs  whereby  they  could  earn  the  means 
^  buy  food.  This  vAsi  hungry  population  re]>resents  a  huge  potential  market  for 
American  farmers.  This  hugo  potential  market  can  be  developed  in  the  years 
"Qead,  just  as  the  Japanese  market  was  developed,  with  the  Food  for  Peace 
P''"gram  leading  the  way. 

To  accomplish  this,  we  recommend  the  following  action  by  Congress : 
(  I)  To  ensure  that  actual  shipments  under  the  Food  for  Peace  pro-am  will  be 
■ncrea.sed,  insofar  as  supplies  are  available,  to  a  scale  approximating  the  full 
)e Vels  of  expenditure  authorized  by  Congress.  As  production  expands  and  supplies 
'^Iprea.ie,  Food  for  Peace  authorizations  should  be  increased  sufficiently  to  fully 
^'^orb  the  productive  potent!^  of  American  farms  at  full  parity  prices. 

C2}  To  authorize  and  direct  that  long-term  food  aid  a'nd  trade  expansion 
i'S*"<?cment«  bo  negotiated  with  hungry  countries  which  will  be  designed  to  lead 
"^tt:,  an  enduring  pattern  of  commercial  two-way  trade  wherein  U.S.  farm  com- 
"^odities  can  be  exchanged  for  goods  and  services  from  the  food  importing 
"^Untries. 

f  3)  To  require  that  increased  use  be  made  of  the  proceeds  of  Title  I  concessional 
■'''^Os  of  U.S.  commodities  for  paying  wages  in  useful  public  works,  in  order  to 
l"'<i]Dote  the  direct  expansion  at  demand  for  food  within  the  importing  countries. 

SBIET  TO  "food  fob  work"   NEIDED 

A  slill  untried  "Food  for  Work"  amendments  to  the  Food  for  Peace  law  which 
'^'^Xs  adopted  by  Congress  several  years  ago  provides  a  striking  opportunity  to 
''>«ke  use  of  our  agricultural  abundance  in  this  way  at  far  less  cost  to  U.S.  tax- 
P^iyers  than  the  piilicies  that  have  been  followed  during  the  past  ten  years. 

The  "Food  for  Work"  amendment  provides  that  lociil  currencies  generated  from 
^'*nces.-iion;il  sales  of  farm  commodities  may  l>e  sold  at  a  discount  to  investors  on 
i"^*.'  condition  that  they  be  used  to  pay  wages  in  labor-intensive  works  of  public 
''*ipro\cn»ent — such  as  construction  of  highways,  bridges,  sewer  and  water 
Systems,  schoolhousea.  and  the  like. 
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Any  "cnneewional  Bale"  of  fond  in  a  developing  countrv  would  be  linked  directl 
to  increased  coiisumplifin,  ro  that  it  would  not  displace  commercial  sales  by  tb 
domestic  formcrfl,  thereby  deprefsinjE  their  prices. 

ThiK  linkagn  would  be  insured  under  the  Food  (or  Work  plan  more  directly  an 
more  dependably  bj'  far  than  in  the  case  of  regular  Title  I  transactions.  It  woul 
t>e  accomplished  by  linking  the  crention  of  added  demand  directly  to  the  proviaio 
of  added  supply,  all  in  the  same  agreement.  It  would  be  accomplished  thia  waj 

Food  for  Work  agreements  should  provide  that  local  currency  proceeds  froi 
the  sales  of  farm  commodities  may  l>e  sold  by  the  United  States  Government  At 
discount,  on  condition  that  the  buyer  must  use  these  currencies  for  cmployin 
labor  in  public  works  activities.  Tritis,  by  creating  additional  employment  tha 
<Jtherwi.«e  would  not  exist,  a  new  market  would  be  generated  directly  for  the  addj 
tional  food  that  otherwise  would  not  be  imported. 

These  transactions  would  have  a  neutral  effect  upon  world  markets,  and  upo 
the  importing  country's  currency,  because  they  would  raise  supply  and  demani 
together. 

But  they  would  have  obvious  advantages  to  the  L'nited  States.  Net  budget  ei 
penditures  for  farm  program  costs  could  l>e  reduced  if  the  currencies  could  be  sol' 
for  anything  more  than  the  difference  in  cost  between  pB>'ing  formers  for  not  pre 
ducing  as  compared  to  buying  and  shipping  the  goods.  And  the  U.S.  balance  f 
payments  situation  might  be  improved  by  bringing  some  dollars  home  froi 
abroad. 

MOW  rROOR.VM  WOULD  WORK 

Let  me  illustrate  both  the  mechanics  and  the  economic  possibilities  of  this  pre 
gram  by  deacribins  how  a  s|>ecilic  agreement  might  be  designed  and  administered 

Calcutta  is  the  largest  city  in  India- — one  of  the  ten  largest  in  the  worid.  Th 
vast  maiority  of  Calcutta's  milliims  of  peo]>le  have  neither  sewer  service  nor  saf 
water  supplies.  Several  hundred  thousands  of  laborers  could  be  employed  i; 
Calcutta  for  many  years  to  dig  sewer  and  water  ditches,  to  make  clay  tiles,  and  t 
lay  water  and  sewer  lines.  The  entire  operation  could  be  conducted  on  an  extremel; 
I ai)or-in tensive  basis,  requiring  little  or  no  imported  goods  or  materials,  by  layin 
hand-made  i)i]>es  in  hand-dug  ditches.  Wages  are  verj-  low — twenty-five  or  tliirt 
cents  a  day  fcir  common  labor.  And  there  are  hundreds  of  thousands  of  adults  i 
Calcutta  who  arc  unemployed  altogether,  or  who  never  earn  even  the  low  prevail 
ing  wages  tor  many  day.i  at  a  time. 

Common  laborers  in  Calcutta  spend  almost  everything  they  con  earn  to  bu; 
food  for  themselves  and  their  families.  This  means  that  in  Calcutta,  grain  could  b 
converted  almost  directly  into  sewer  and  water  facilities.  Here  is  how  thia  might  h 

The  United  States,  under  terms  of  an  agreement  with  the  Government  of  Indit 
would  sell  wheat,  let  us  say,  for  delivery  in  Calcutta,  accepting  Rupees  in  payment 

The  wheat  would  be  sold  by  the  Ciovemment  of  India  into  regiilar  commercid 
market  channels,  thus  obtaining  the  means  to  |)Uy  far  the  grain.  The  procedure  s 
tar  would  be  identical  to  the  familiar  Title  I  soft  currency  transactions. 

The  Rupees  received  l»y  the  I'nited  States  (lovemment,  instead  of  being  froiei 
in  a  U.S.  account,  would  be  offered  for  sale  for  dollars,  at  a  discount  below  th 
regular  exchange  rate,  but  at  the  best  price  olrtainable,  on  the  condition  that  the; 
be  s|>ent  cmly  tor  specified  jjurposes  which  would  result  in  the  emi^oyment  e 
ndditional  labor.  Let  us  say,  for  example,  that  this  agreement  might  specify  tha 
the  Rupees  could  be  drawn  and  spent  only  for  the  purchase  of  Calcutta  Munici|Mi 
i^wer  imd  Water  bonds,  with  the  advance  arrangement  that  the  bonds  would  b 
used  to  finance  a  qualified  labor-intensive  construction  project. 

The  investor  would  buy  the  bonds,  pxiying  the  Rupees  he  had  obtained  at  a  dis 
jount,  and  the  Calcutta  Municipal  Government  in  turn  would  pay  them  out  1; 
A'liKps  to  laborers  working  on  the  sewer  and  water  projects. 

'The  workers,  when  they  got  their  pay,  would  go  to  the  food  shops  and  spcni 
most  of  their  earnings  for  graiii — |>erhaps  but  not  necessarily  the  very  grain  tha 
iviis  imported  to  finance  the  project  in  the  (irst  place.  Thia  would  c<implcte  th 
:ycle-  -the  added  deuiand  g.-ncrated  by  the  works  project  would  absorb  tne  addei 
iupply  of  im](cirted  food. 

It  is  true-,  of  course,  that  even  at  such  extremely  low  wage  rates  as  those  pre 
k'ailing  ill  Calcutta,  workers  would  not  spend  everything  they  earn  tor  food 
However,  whatever  non-food  expenditures  there  might  be  would  be  devoted  ti 
Jlher  goods  and  services  which  an-  also  lalior-intensive — 'thereby  generating  addi 
iivna I  demand  for  food  that  otheruise  would  not  exist. 

The  actual  increa.se  in  demand  for  food  that  could  be  expected  to  result  from  : 
jiven  expenditure  in  wages  could  be  calculated  fairly  accurately  for  various  loca 
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tions  and  situations,  and  the  provisions  oF  Food  for  Work  Agreements  could  be 
adjusted  accordingly.  Perhaps  m  economies  where  wage  ratea  are  higher,  and  where 
ulai^r  fraction  of  workers  earnings  is  likely  to  be  spent  for  non-food  items,  the 
importing  countiy  officials  would  need  to  supplement  Food  for  Work  investments 
with  some  expenditures  from  tax  funds  in  order  to  avoid  infiationarj-  effects. 

Investors  might  be  Americans,  or  foreigners  having  investabie  dollar-funds. 
Possibly  oil  exporting  countries  might  be  persuaded  to  invest  some  of  their  surplus 
tunda  under  tri-lateral  arrangements.  Such  investments  by  foreigners  would 
improve  the  U.S.  balance  of  payments  situation.  Whatever  the  source,  it  would 
represent  some  immediate  dollar  return  to  the  U.S.  Government.  Only  a  few  cents 
on  the  dollar  would  need  to  be  realized  from  the  discounted  sale  of  soft  currencies 
'0  enable  the  U.S.  Government  to  come  out  ahead,  as  compared  to  the  actual  cost 
lit  the  old  Title  I  operatione,  or  of  progcams  during  the  past  decade  to  pay.farmers 
For  "setting  aside"  surplus  cropland. 

The  U.S.  should  seek  to  persuade  both  grain  exporting  and  importing  developed 
countries  to  contribute  commodities  or  money  for  similar  projects.  The  major 
pain  exporting  and  importing  countries  have  all  expressed  some  degree  of  readi- 
ness to  share  in  the  costs  of  food  aid  and  development  projects  conducted  under 
the  terms  of  an  international  commodity  agreement,  and  have  bi-iateral  jirograms 
of  their  own. 

HDOB    POTENTIAL    I 


[        .  If  human  need  could  be  transformed  into  market  demand  by  the  creation  of 

I        jobs,  the  potential  volume  of  trade  that  could  result  is  truly  staggering, 
I  The  aupply  of  grain  available  per  person  in  Europe  is  200  to  300  percent  greater 

i        than  it  is  in  many  countries  of  Asia,  Africa,  and  South  America.  In  the  United 
I         State?  and  Canada,  it  is  nearly  ."iOO  percent  greater.  By  any  standard  of  nutritional 
l         adequacy,  the  consumption  of  grains  in__the3e  poor  count'riee  needs  to  be  doubled 
St;  the  very  least.  This  WdUld  ereSW  a"poU*ti&V  outlet  for  unlimited  grain  pro- 
duction in  America  and  every  other  grain  producing  country — and  for  the  farmers, 
in  the  poor  countries  as  well. 

Another  indicator  of  the  potential  tor  expanding  demand  tor  grains  is  leveU  of 

employment.  In  the  poor  countries  "unemployment"  is  an  almost  meaninglesa 

'erm,  because  everyone  does  something,  even  it  nothing  more  than  rummaging 

around  for  garbage  scraps.  The  United  Nations  Economic  Commission  for  I^tin 

America  concluded  that  forty  percent  of  the  total  Latin  American  population  ia 

figaged  in  sulraistenee  activities  with  extremely  low  levels  of  productivity  that 

caiitiot  qualify  as  "employment"  in  a  modern  sense.  Even  larger  portions  of  tho 

''^tul  population  in  many  of  the  countries  of  Southeast  Asia  exist  under  Mmilar 

conditions,  producing  virtually  nothing  of  value  and  receiving  tor  their  efforts 

'e.-Ss  than  enough  to  sustain  healthy  haman  life,  much  less  decency.  In  all,  there- 

^^  hundreds  of  millions  of  adults  existing  in  friendly  countries  of  the  world  who 

"'^W  contribute  virtually  nothing  of  value  to  the  world  economy,  and  who  des- 

P'^J^tely  need  jobs,  even  at  the  lowest  scales  of  pay. 

^These  hungry  hundreds  of  millions  and  their  dependents  constitute  a  climactic- 
"^'i.rket  opportunity  tor  American  food  and  agriculture  and  related  industries^ 
.  "Xhe  Food  for  Work  approach  provides  a  means  whereby  the  United  Stales  can 
""lijisform  our  potential  agricultural  abundance  into  a  cost-free  yet  tremendous 
"^^et  for  economic  development.  In  the  process,  it  can  build  bridges  to  the  enor- 
IJ^ous  markets  for  American  food  that  our  efficient  agriculture  and  agribusine.*s 
reserve  to  enjoy  in  a  prospering  world,  A  first  bridge  can  be  built  upon  Food  for 
*  ork  transactionn  themselves. 
,"The  ultimate  bridge  to  this  gigantic  potential  food  market  can  and  must  be 
"■O-ised  on  these  two  pillars: 

I'irst,  our  food  abundance  can  be  used  immediately  to  finance  the  public  worlu 
•^^tistruction  and  other  labor-intensive  activities  to  provide  the  needed  roads, 
^'^lioolhouses,  water  systems,  sanitation  works,  and  the  like.  These  are  the  lirst 
"*!aentiul8  tor  initiating  and  supporting  economic  advancement  in  the  |>oor 
■^^lintrieH. 

Macondly,  if  the  advanced  countries,  and  particularly  the  United  States,  willi 
^^juai  their  international  trade  policies  to  conform  more  constructively  to  the- 
^^^tional  principle  of  comparative  advanta^,  then  the  ultimate  foundation  tor 
i^Cirld  economic  strength  will  be  at  hand.  Then  the  hungry  billions  of  the  world 
^%t)  turn  increasingly  toward  the  exchange  of  tabor-intensive  manufactured  goods 
j*^»  some  of  their  food  requirements,  as  well  as  for  the  other  capital-  and  akills- 
*itensive  products  which  America  can  produce  at  such  great  advantage. 

This  is  the  pattern  of  world  economics  that  offers  the  promise  of  continuously- 
''i«3ing  American  wage  scales  and  levels  of  living.  This  is  the  pattern  of  world. 
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^neration  that  will  take  custody  of  01  ,  .        . 

It  is  bard  to  see  bow  any  pattern  less  bold  can  yield  anything  short  of  humi 
lalamity  on  such  a  acale  as  no  man  haa  imagined. 


[The  followiDg  material  was  referred  to  od  p.  886.] 


Policy  changes  introduced  by  the  Nixon  Administration 
for  the  present  world  food  shortage  and  threat«ned  famines^ 
by  the  Farmers  Union  reveals. 

Little  more  than  one-fifth  aa  much  U.S.  food  is  now  iKing  shipped 
hunger  relief  aa  ten  years  ago. 

While  "Food  for  Peace"  shipments  were  being  drastically  curtailed  over  th 
live  past  years,  payrnentH  to  U.S.  farmers  for  holding  cropluid  out  of  productio 
ipere  increa.sed  sharply,  setting  an  all-time  record  of  $3,566  million  in  1972.  In  the 
('car  one  acre  was  held  out  of  production  in  the  United  States  for  every  i%  acr* 
that  were  harvested. 


This  shift  in  food  policy  has  greatly  increased  costs  to  U.S.  taxpayers.  During  th 
Kixon  Administration's  first  five  years,  nearly  $4  billion  more  was  paid  to  farmei 
to  prevent  food  production  than  it  would  have  cost  for  the  government  to  buy  tb 
lame  amount  of  food  from  farmers. 

Last  year  alone,  the  government  paid  $1,163  million  more  to  hold  land  out  ( 

Production  than  the  value  of  the  lo^t  production  on  the  farm  at  marlcct  price: 
he  record  wa.'i  SI. 181  million  in   1971. 

An  enormous  volume  of  potential  food  production  was  sacrificed  during  thes 
five  years  which  could  have  been  used  (or  providing  adequate  reserves  and  greatlj 
L'xpanded  food  aid  shipments.  Assuming  yields  of  only  two-thirds  of  the  actui 
national  average  for  the  grain  best-suited  to  the  various  lands  held  out  of  produi 
tion,  the  five-year  total  would  have  reached  the  equivalent  of  8,609  million  bushd 
of  wheat.  Thiri  i.-i  nearly  a  billion  bushels  more  than  the  actual  total  har\'eat8  ( 
r,6fi9  million  bushcia  of  wheat  in  the  U.S.  during  those  five  years. 

ENOUGH    FOB    ALL    NEEDS 

sacrificed  would  have  been  more  than  ample  t 
isen  in  the  present  world  food  crisis,  with  ampl 

.    _    _        .  ....  ...rs  the  prevented  production  aj)proached  the  toti 

volume  of  all  food  grains  bought  and  sold  by  all  countries  in  international  tradi 
If  the  food  sitcrinccd  during  the  pa.st  five  years  had  been  produced  insteat 
much  of  it  could  have  been  bought  and  shipped  al>road  for  food  aid  under  th 
"Food  for  Peace"  urogr.im  at  lea.s  cost  to  the  U.S.  government  than  was  paid  f( 
not  producing  it.  the  Farmers  Union  study  reveals.  This  exces.'^  coat  reached  $75 
mitliiin  in  1971  alone.  Costs  of  the  Nixon  program  ranged  from  a  low  of  60  percer 
to  n  high  of  1 3G  percent  of  what  it  would  have  cost  to  provide  equivalent  quantitii 
of  fiirin  eonimoditicH  for  "  Food  for  Peace"  shipments  it  they  had  been  prDduce< 

The  F.irmer?"  Union  h 
Peace  program"  during  n 
and  food  policies. 

The  Fiirmern  Union  recommpnd<i  that  farm  prices  should  be  stabilized  at  IC 
percent  of  parity.  When  "surpluses"  occur,  they  should  be  insulated  from  tk 
miirlipt  in  non-recourse  price  support  loan  status  until  prices  rise  to  110  percent) 
parity.  This  would  provide  an  "ever-normal  granary"  of  reserves  tfl  prote< 
consumers  and  export  customers.  Form  production  would  l)e  curtailed  under  th 
Fnrmcra  Union  plan  only  when  reserves  ha\'e  reached  reasonable  levels. 

In  hearings  on  renewal  of  the  Food  for  Peace  Act  on  April  3,  197.'i,  Iloltert  C 
Ijcwis,  National  Secretary,  urged  that  shipments  "l>e  iiicreused,  insofar  as  supplis 
arc  available,  to  a  scale  approximating  the  full  levels  of  expenditure  authorize 
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V  Congress".  The  Nixon  Administr&tioD  held  the  value  of  Food  for  Peace 
^hipmenta  down  to  only  one-third  to  one-half  of  the  amouats  authorized  by 

Congreaa. 

URQES  USE  OP  FOOD  TOR  DEVELOPUENT 

Lewis  urged  long-term  food  aid  agreements  with  hungry  countries  designed  to 
lead  to  "an  enduring  pattern  of  commercial  two-way  trade  wherein  U.S.  farm 
'Commodities  can  be  exchanged  for  goods  and  services  from  the  food-importing 
eountriea". 

He  also  suggested  that  food  from  the  U.S.  be  sold  (or  local  currencies  in  the 
buDger  areas,  with  the  proceeds  used  "for  paying  wages  in  useful  public  works 
projects,  in  order  to  promote  the  expansion  of  demand  for  food  within  the  receiving 
countries". 

"food  fob  peacb"  dwindles 

The  Farmers  Union  study  shows  that  the  Nixon  Administration  immediately 
slashed  the  volume  of  Food  for  Peace  shipments  by  one-fourth  in  ita  first  year 
'1969).  The  volume  dwindled  to  an  estimated  2.8  mil.  tons  in  1975,  the  smallest 
since  the  program  was  initiated  by  the  Eisenhower  Administration  20  yenra  ngo. 

The  Niion  Administration  also  boosted  cuts  in  iumual  food  production.  Ihe 
peak  of  65.9  million  tons  in  grain  equivalent  of  prevented  production  came  with 
'be  peak  spending  in  1972.  After  the  world  food  crisis  developed  beginning  in 
thAt  year,  annual  reductions  tapered  off. 

_  The  shift  in  food  policy  was  made  by  the  Nixon  Administration  pursuimt  to 
discretionary  authority  in  the  basic  agricultural  and  food  aid  legislation.  The^fC 
I"^v-a  were  amended  in  1970  and  again  in  1973,  but  the  changes  did  not  basicnlly 
ol*'*'''  the  discretion  of  the  Executive  Branch  in  determining  the  sizes  of  the  food 
aid  and  crop  reduction  programa,  and  Secretary  of  Agriculture  Earl  Butz  and  other 
Administration  officials  lauded  both  new  Acta  as  moving  in  "the  right  direction". 

DECLINE    STARTED    UNDER   JOHNSON 

The  decline  in  food  aid  shipments,  accompanied  by  increasing  payments  for 


study  revesued  the  little-known  fact  that  total  U.f.  food 
*•*!  shipments  during  the  famine  emergency  in  India  in  1966  and  1967  were  fai 
*'»i».aller  than  in  the  prc-famlne  peak  year  of  1964.  Indeed,  shipments  during  e;ich 
Jf  the  two  f.imine  years  were  smaller  than  in  any  previous  year  of  the  Kcnnedy- 
'<ilinBon  Administration  or  the  last  year  of  the  Eisenhower  Administration. 

The  study  revealed  that  it  was  the  Elsenhower  Administration  which  has  most 
*t  jxingly  favored  Food  for  Peace  over  paying  to  prevent  food  production. 

During  the  five  Eisenhower  yeiirn  when  both  types  of  progrnms  were  in  effect 
^1955-60),  the  value  of  Food  for  Peace  shipments  averaged  throe  times  higher 
'*ian  the  payments  for  preventing  production. 

During  the  eight  Kennedy-Johnson  years,  the  value  of  Food  for  Peace  shipments 
^acii  year  averaged  only  two-thirds  as  high  as  payments  to  prevent  production. 

In  the  fi\e  years  of  the  Nixon  Administration,  the  original  ratio  was  more  than 
J^^versed.  Payments  to  prevent  production  had  skyrocketed  to  more  than  three 
*i»nes  the  value  of  avera^ge  annual  Food  for  Peace  shipmenta. 


But  even  this  does  not  fully  measure  the  actual  cut  that  has  been  made  in 
shipments  of  food  tor  humanitarian  and  economic  development  purposes.  By  the 
last  year  of  the  Nixon  Administration  (1973),  nearly  one-third  (31  %)  of  the  total 
Value  of  Food  for  Peace  program  shipments  went  to  support  war  efforts  in  Vict- 
Nam  and  Cambodia.  The  Senate  Nutrition  Committee  reported  that  over  half 
Of  the  total  went  to  these  two  and  other  military-related  recipients  such  as  Iar:iel 
and  Jordan. 

The  Farmers  Union's  estimates  of  the  grain  production  that  was  prevented 
Under  government  programs  are  based  on  acreages  for  which  diversion  payments 
ivere  made  each  year  times  two-thirds  of  the  actual  national  average  yields  during 
the  year  tor  the  grain  corp  best  suited  to  the  various  types  of  land  in  the  various 
programs.  These  estimates  may  over-state  the  volume  of  prevented  production, 
and  commensurately  under-state  the  comparative  cost  of  having  instead  bought 
and  shipped  tor  food  aid  the  amount  of  grain  that  would  have  Ijcen  produced. 

Actual  production  on  land  relea.sed  from  these  government  program.H  in  1973 
«nd  1974  nas  been  less  than  the  two-thirds  of  national  average  yields  assumed 
in  the  estimates. 
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PRODUCTION  CVTB  PEAKED  114  1S73 

The  record  of  $3,566  million  in  payments  for  not  producing  food  mntcbei 
■ecord  estimate  of  prevented  production  of  65.9  million  tons  in  1972.  Si 
aneously  during  that  vear,  the  Nixon  Administration  undertook  i<trenuoiis  nej 
ions  with  the  Soviet  Union  and  China  to  expand  grain  sales  to  those  coun 

The  Fanners  Union  study  is  based  on  official  U.S.  Department  of  Agricu 
lata.  For  simplicity,  prevent«d  production  on  land  diverted  from  cotton  \i 
natcd  in  terms  of  "grain  equivalent"  based  on  national  average  yields  of  i 
or  which  most  cotton  land  is  suitable.  Prevented  production  on  land  divi 
n  niiiicellaneou«  crops  and  hay  is  bawd  on  national  average  yields  of  u 


The  Farmers   Unions  study  was  directed  by   Robert   G.   Lewis,  who  is 
)rganization's  chief  economist  as  well  as  National  Secretary. 
{A  series  of  tables  detailing  the  findings  and  estimates  of  the  study  is  attacl 


izi;^^ 

talB)l 

(niilKKii)' 

!: 

S 

S 

'm 

i.',S 

"* 

" 

<  CalanUt  y«irs  iKi-h 
AS  USDA. 
1  Cal«ndar  reus  1956-7}  liom 


>  ProJKlioiii.  baiwl  on  data  lion  FAS-USOA  an 
i»4«ll. 
Saurc«i:U.S.  Dapaitmenlsf  Atiicunun  data  en 


-  withPuHd  dniinalad  li 

. ,  ._r).  Whut  cailifical*  [»iriii«nU  are  iiv.i 
in  Public  Law  480,  Saplanibai  1974.  Calani 


,y  Google 


s  s  a 


a  8  «£ 

- 

sr 

1 

3 

S    B    33 

i& 

i 

H  s  a= 

Ss 

gj- 

1! 

S 

S    3    85 

Is 

ii- 

« 

3  s  25 

S  S! 

p 

S    8    83 


&i 


S   » 


ft 

1 

n 

1 

11 

-¥ 

&I 

*l 

i 

»= 

li 

il 

Se 

1^ 

g| 

1 

11 

ill 

'J 


1  =  1 


ill 
m 

ffiilt 


„Google 


|!n  million*  of  dmluil 


1,520 
1.644 
1.349 


,y  Google 


=^2  S'*  5"j  2Di 


is!  SS  UW  i 


„Google 


The  Chairman.  The  next  witness  is  Rev.  Biyan  J.  Hehir,  assodat^ 
secretary  for  International  Justice  and  Peace,  U.S.  Catholics 
Conference. 

You  ma^  insert  your  full  statement  in  the  record  and  summaiiz^ 
as  you  desire,  sir, 

STATEHEirr  07  EE7.  J.  BBYAN  HEHIS,  ASSOCIATIOH  SECRETAXT, 
OFHCE  OF  ISTEKHATIOHAL  JTUSTICE  Ain>  PEACE,  U.S.  CATHOUC 

CONFEBENCE 

Father  Hehih.  I  will  summarize  two  points,  Senator. 

The  two  points  I  would  like  to  comment  on  this  afternoon  are  first, 
the  recoo^iition  that  food  is  a  unique  commodity,  similar  to  other 
commodities,  but  not  identical  to  other  commodities  that  are  processed 
through  the  market  system.  Second,  in  order  to  highlight  the  unique- 
ness of  food  as  a  unique  commodity,  the  need  for  a  new  rationale 
for  the  Pubhc  Law  480  program,  I  would  argue  in  the  first  instance 
is  needed  and  would  be  supported  by  the  American  public. 

First,  that  food  is  a  unique  commodity:  what  I  am  trving  to  focus 
on  here  is,  what  does  it  mean  to  be  the  leading  food  producer  and  ex- 
porter in  a  hungry  globe  that  in  places  is  a  starving  globe?  How  do 
we  understand  that  role?  I  take  it  as  a  premise  that  food  is  a  part  of 
our  foreign  policy,  that  because  of  our  oalance  of  exchange  problem 
and  because  of  the  alliance  programs  that  food  will  be  part  of  our 
foreign  policy;  and  I  do  not  quarrel  with  that  premise. 

While  accepting  the  premise  then,  the  question  I  ask  is,  whether 
that  exha\ists  the  significance  of  food  in  our  foreign  policy.  To  sav 
that  food  is  part  of  our  foreign  policy,  does  that  give  us  the  full 

Eicture  of  what  it  means  to  be  the  primary  producer  of  food  in  a 
uniiry  globe?  To  be  more  specific,  I  would  argue  in  contrast  to  the 
administration's  spokesmen  that  have  spoken  over  the  past  year  to 
say  on  the  one  hand  that  food  is  a  matter  of  money  and  markets,  or 
to  say  secondly  that  food  is  a  tool  in  our  foreign  policy  kit. 

These  statements  are  accurate,  but  I  would  argue  that  they  are 
inadequate.  They  are  inadequate  because  they  do  not  signify  the  fact 
that  food  is  a  unique  commodity. 

On  the  other  hand,  I  would  areiie  the  case  that  it  is  unique.  Why? 
Because  although  it  is  a  commodity  that  is  to  be  traded  and  is  part 
of  our  foreign  policy  kit,  it  is  also  a  lifeline.  We  stan<l,  as  you  know 
and  other  witnesses  have  said,  in  the  position  of  the  Arabs  of  the 
globe.  We  control,  along  with  Canada,  more  of  the  world's  exportable 
food  supply  than  the  Arabs  do  of  oil.  The  one  difference  I  would  argiie: 
the  product  for  which  we  stand  in  that  position  is  one  for  which 
people  cannot  postpone  their  need.  As  difficult  as  it  is  to  be  on  the 
vulnerable  side  of  the  oil  question  and  as  many  changes  as  it  requires 
of  us,  it  is  at  least  possible  to  make  those  changes.  When  the  need  is 
for  food,  that  need  cannot  be  postponed. 

Therefore,  the  position  it  puts  us  in  is  a  unique  position  in  this 
policy  of  interdependence  that  evervbody  acknowledges  is  the  new 
framework  for  foreign  policy  today.  Dostoievskv  100  years  ago  talked 
about  what  it  meant  to  live  in  an  interdependent  world  long  before 
it  became  a  reality.  He  argued  that  the  death  of  one  innocent  child 
was  enough  to  destroy  our  belief  in  God.  The  difference  between  us 
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and  Dostoievsky  is  we  know  precisely  how  many  innocent  cbildren 
(lie.  We  even  know  how  many  this  year  may  die  of  hunger. 

Faced  with  that  kind  of  choice,  I  would  argue  that  is  a  rather 
anesome  position  to  be  in.  So  the  argument  here  is,  while  food  is  a 
part  of  our  foreign  policy,  it  is  much  more  that  that,  and  that  much 
more  has  to  somehow  be  calculated  into  the  policy  process. 

What  does  that  mean?  I  would  ar^e  that  it  means  in  the  first 
instance  that  the  law  of  the  market,  hke  every  human  creation,  has 
its  limits.  If  we  know  consciously  that  using  the  market  as  the  sole 
or  overwhelmingly  major  means  of  distribution  moans  that  we  know 
how  many  will  die,  and  wo  know  we  have  a  possibility  to  prevent  that, 
that  there  is  need  at  times  to  modify  the  market.  We  nave  done  it 
before  in  the  PubUc  Law  480  program. 

My  argument  this  afternoon  is  that  we  amply  need  to  do  it  again 
with  a  clear  purpose  about  what  we  are  doing,  so  I  will  turn  to  ray 
second  [)oint,  the  need  for  a  restructured  rationale  for  the  Public  Law 
480  program.  I  would  make  two  points:  first  about  what  that  restruc- 
tured rationale  means; 

And  second,  I  would  argue  that  it  would  be  supported  by  the  Ameri- 
can people.  As  you  gentlemen  know  better  than  I,  the  Public  Law  480 
Erogram  is  a  program  with  a  multiplicity  of  purposes.  It  is  viewed  as  a 
umanitarian  program,  and  yet  as  one  reads  the  l^slataon  from  the 
Congres-s  for  the  first  Public  Law  480  pr<^ram  in  1964,  the  reasons 
given  for  it  include:  expansion  of  international  trade,  development  and 
expansion  of  our  export  markets  for  food,  promoting  the  goals  of  our 
foreign  pohcy,  along  with  alleviating  hunger. 

Mj'  point  IS,  the  multipUcity  of  purposes  provides  various  norms  for 
how  we  allocate  the  scarce  food  we  have  available,  so  title  II  over  the 
past  20  years,  the  humanitarian  dimension  of  the  program,  has 
amounted  to  about  25  percent  of  the  total  program. 

Title  I,  which  is  also  included  in  the  humanitarian  definition  of 
Public  Law  480,  title  I  over  the  years  1971-73  indicates  South  Vietnam 
gets  18  percent,  Korea  17  percent,  Indonesia  15  percent.  My  point  is 
not  that  these  countries  are  not  worthy;  It  se«m3  under  title  I  at  least, 
you  have  to  be  hungry  and  strategicaDy  well-placed  to  quahfy  for  the 
program. 

My  argument  is  for  a  clearer  definition  of  the  humanitarian  purpose 
of  the  program.  I  do  not  argue  liere  that  there  is  deception  involved.  I 
simply  argue  clarity  of  guidance  in  the  policy  is  essential  when  food  is 
as  scarce  as  it  is  and  when  the  scope  of  hunger  is  as  wide  as  it  is.  Bv 
new  rationale,  I  mean  separating  very  distinctly  food  for  what  I  will 
call  purposes  of  justice  and  charity  from  food  used  as  part  of  out  foreign 
policy,  which  I  have  already  admitted  as  a  foregone  conclusion. 

I  would  argue  that  there  was  a  step  taken  in  this  direction  in  dis- 
tinguishing these  purposes  very  clearly  in  the  amendment  to  the 
Foreign  Assistance  Act  last  December,  m  the  70-30  split.  What  I  am 
asking  for  is,  that  this  step  needs  to  be  reinforced,  and  to  be  articulated 
more  clearly.  For  example,  I  would  argue  that  title  I  should  be  taken 
out  of  the  ambiguous  situation  that  now  presently  exists,  in  which  it  is 
classified  generally  as  humanitarian,  but  it  can  be  extremely  well  used 
for  political  purposes. 

This  rather  should  be  used  in  terms  of  a  designed  policy  to  feed 
people  because  they  have  the  right  to  eat,  not  because  they  have  the 
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right  to  eat  and  are  strategically  well-placed.  Second,  under  title  II 
this  sliould  be  regarded  as  a  program  in  charity,  a  humanitarian  relief 
program,  used  for  emei^ency  situations. 

Both  Title  I  and  Title  II  under  a  restructured  rationale  need  expan- 
sion and  I  would  reaffirm  the  earlier  testimony  given  this  afternoon 
thiit  the  levels  of  these  programs  need  to  be  expanded,  hopefully 
through  the  1972  level  at  least.  This  undoubtedly  would  take  priority 
reviews  in  terms  of  budgetary  considerations  to  get  that  kind  of 
money. 

My  final  point  in  my  testimony  is,  the  food  program  is  facing  us  with 
a  choioc,  a  national  choice.  All  I  am  asking  is  that  the  choice  be  put 
to  the  people  clearly. 

FiitluT  llcsbui^ii,  when  he  a.<dced  for  4  million  additional  tons  of 
grain  to  be  released  by  the  President  last  December,  tried  to  calculate 
the  priority  choice.  He  said,  "It  will  cost  two-thbda  of  one  Trident." 
That  is  the  kin<l  of  choice  that  ought  to  bo  put  t«  tlie  people  and  see 
how  they  decide.  I  do  not  claim  I  Know  how  they  will  decide.  I  tliink 
pultii^  the  question  is  a  good  public  ser\'ice. 

i  would  say  from  the  experience  of  the  church  that  from  all  we  know, 
if  the  question  is  put  clearly,  the  question  of  starving  people  there  or 
scan'e  food  here — and  saying  that  the  food  is  scarce  here — everything 
we  know  from  our  experience  over  the  past  years  is  that  the  people 
respond  with  ovci-whelming  generoHity,  that  the  presumption  that 
they  will  not  support  a  program  at  a  time  of  scarcity  is  simply  not 
held  up  by  the  evidence. 

I  jnst  came  back  from  a  diocese  in  the  Midwest,  Grand  Rapids  area 
specifically,  with  ven."  high  unemployment.  The  Bishop,  aft«r  a  meet- 
it^  here  in  November,  went  home  and  did  a  tape  on  the  food  program, 
sent  it  around  to  this  diocese,  did  not  ask  for  a  nickel,  and  has  averaged 
$1 ,000  a  week  since  the  first  week  in  December  without  asking  for  any 
money  at  all. 

Our  collection  was  already  cited.  I  have  spoken  for  the  last  6  months 
across  the  country  and  tried  to  do  what  I  think  the  church  ought  to 
do,  simply  frame  the  question  in  terms  of  a  matter  of  choice— starving 
people  or  scarce  food.  I  have  never  had  nn  audience — randomly 
selected — that  would  have  not  voted  for  a  generous  program. 

I  submit  that  it  can  be  supported  if  the  rationale  is  clearly  drawn. 

The  Ch.^irman*.  You  made  one  of  the  most  elqouent  statements  I 
have  heard  before  a  Senate  committee  in  the  IS  years  I  have  been 
here.  I  notice  you  had  very  rutlimenl arj'  handwritten  notes.  I  con- 
gratulate you,  sir. 

Any  questions? 

Souiitor  Dole.  I  share  that  view,  I  appreciate  it  ven,-  much. 

The  Oh.^irm.w.  Thank  you  ven'  much, 

(The  prepared  statement  of  Father  Ilehir  follows:] 


For  tlie  purtH'-ites  of  tlu'se  remarks,  two  points  iiliout  the  'Tiixi  fi-r  Pe.icr"' 
(PL  4S0^  vrppram  will  be  higbliehted:  lirst,  the  unlquo  churncteriatio  of  fnod: 
and  *i^coii(i.  a  new  rntionnle  for  PL  4S0.  The  concluding  reinark:'  will  refer  to  na- 
tional prioritirs  and  puhtic  rfspon<«. 

In  (he  ftr=t  in,«taneo,  food  i*  a  unique  commodity,  similar  to  other  commodities, 
but  not  identic.ll  to  other  commodities  that  are  proce««ed  through  the  nonnal 
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(ipcFiitions  of  the  market  system.  The  imiqueness  of  food  prompts  the  queation: 
«hn[  does  it  mean  for  Americans  to  be  the  leading  food  producer  and  exporter 
in  a  world  with  million:^  of  hungry  men,  women  and  children?  How  do  we  under- 
Eiand  that  role? 

Fnr  our  nation,  situated  as  it  ia  in  the  center  of  world  affairs,  it  is  a  premise 
that  food  is  an  element  of  our  foreign  policy,  because  of  the  problems  in  our 
balance  of  trade  and  our  alliance  commitments,  for  example,  with  Western  Europe 
and  Japan.  However,  to  accept  the  premise  does  not  exhaust  the  significance  of 
food  in  the  exercise  of  our  nation's  responsibility  in  foreign  affairs. 

To  be  more  specilic,  certain  remarks  of  Administration  spokesmen,  sueh  as, 
food  13  a,  matter  of  money  and  markets,  or  food  is  a  tool  of  our  foreign  policy  kit, 
point  up  the  insufficiency  of  the  foreign  policy  premise  in  our  international  c 


duct.  These  statements  are  accurate,  but  they  are  patently  inadequate  because 
they  do  not  sufficiently  acknowledge  the  fact  that  food  is  a  unique  commoditv- 

While  it  is  true  that  food  is  a  commodity  that  is  to  be  traded  in  the  world 
market,  and  it  is  part  of  our  foreign  policy  kit,  it  is  abo  a.  lifeline.  The  United 
States  stands  in  a  position  similar  to  that  of  the  Arabs  in  the  world.  We  control 
iilonR  «ith  Canada,  more  of  the  world's  exportable  food  supply  than  the  Arabs 
do  of  the  supply  of  oil.  The  outstanding  difference,  it  must  be  argued,  is  food  is  a 
commodity  which  satisfies  a  basic  human  need  and  people  camiot  postpone  in- 
definitely satisfaction  of  that  need.  As  difficult  as  it  is  for  us  who  are  on  the 
\'ulneral3le  side  of  the  oil  question  and  as  many  changes  as  this  situation  may 
require  of  us,  we,  at  least,  nave  the  options  to  make  the  adaptations  in  life  style 
to  substitute  other  energy  sources  and  to  reduce  consumption  rates.  When  the 
need  is  for  food,  satisfaction  of  that  need  cannot  be  sulxstituted  tor  nor  postponed. 

India's  experience  earlier  this  year  offers  grim  evidence  of  this  reality.  While 
the  United  States  was  deliberating  about  the  amount  of  food  aid  it  was  willing 
to  allot  the  poorest  nations,  India,  one  of  the  most  severely  affected  countries 
could  not  wait,  and  the  Indian  government  was  forced  to  go  into  the  commercial 
market  and  purchase  more  than  three  million  tons  of  grain,  thereby  using  its 
already  scarce  financial  resources  and  delaying  purchase  of  other  necessary 
commodities  and  capital  goods. 

We  find  ourselves  in  a  unique  position  in  this  era  of  interdependence  that  is 
senerally  acknowledged  as  the  new  framework  for  international  affairs  today. 
Tkistoievski,  a  century  ago,  talked  about  what  it  meant  to  live  in  an  interde- 
pendent world  even  before  the  term  became  a  reality.  He  armied  that  the  death 
of  one  innocent  child  was  enough  to  destroy  one's  faith  in  God.  The  difference 
between  us  and  Dostoievski  is  that  we  know  precisely  how  many  innocent  children 
die.  We  can  even  calculate  with  reasonable  accuracy  how  many  may  die  of  hunger 
while  we  arc  deliberating  here. 

Faced  with  that  awesome  reality,  we  are  therefore  in  a  sobering  position: 
while  food  is  part  of  our  foreign  policy,  it  is  in  reaUty  much  more  than  tnat,  and 
it  is  that  extra  quality  that  must  be  factored  into  the  policy  process. 

The  principal  implication  of  this  reality  is  that  the  law  of  market,  like  every 
human  creation,  has  its  limits.  If  we  know  consciously  that  using  the  free  market 
as  the  sole  or  overwhelmingly  major  instrument  for  the  distribution  of  food 
means  that  we  know  how  many  people  will  die,  and  we  have  a  possibility  to 
prevent  their  deaths,  then  we  are  obliged  to  modify  the  market  system. 

This  brings  me  to  my  second  point,  a  reexamination  of  PL  480.  Ihis  program, 
extending  over  a  period  of  twenty  years,  is  an  example  of  our  nation's  willingness 
to  modi^  the  market  system,  that  is,  to  provide  concessional  loans  for  food 
purchases  and  outright  gifts  of  food  for  humanitarian  purposes.  What  is  called 
tor  now  is  for  us  to  restate  with  a  clear  purpose  a  new  and  restructured  rationale 
for  the  PL-480  program. 

The  program  has  had  a  multiplicity  of  purposes.  While  it  Is  presented  frequently 
for  popular  consumption  as  a  humanitarian  program,  in  the  initial  legislation  in 
19.i4,  Congrc.ts  cited  a  number  of  reasons:  expansion  of  international  trade,  de- 
velopment and  expansion  of  our  export  markets  for  food,  promoting  the  goals  of 
our  foreign  policy,  and  finally,  alleviating  hunger.  These  purposes  provide  a 
variety  of  norms  for  how  we  distribute  the  food  commodities  we  have  allocated 
to  PL  480. 

The  allocation  under  Title  I  of  the  Act,  is  designed  to  provide  concessional 
sales  of  agricultural  commodities  to  what  the  administration  calls  "friendly 
countries. '"^(1973  Annual  Report  on  PL  480,  p.  13)  It  is  significant  that  over  the 
period  1970-73  more  than  50%  of  the  aid  went  to  three  countries  in  8outhea.>«t 
Asia  (South  Vietnam  1S%;  Korea  17:8%;  Indonesia  ]•'>%),  while  the  total  alloca- 
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tion  to  all  of  the  countries  of  Africa  and  Latin  America  was  onl^  10%.  The  point 
is  not  that  the  Anian  nations  are  not  in  need,  rather,  the  practice  suggest  tnat  a- 
nation  must  not  only  be  hungry  but  also  be  stategically  well-placedto  qualify 
for  suljstantial  amounts  of  food  assistance. 

Title  II  of  the  Act,  grant  aid  for  emergency,  relief  and  economic  development 
hus  constituted  less  than  25%  of  PL  480.  Here  again  the  patterns  of  distribution 
indicate  that  for  a  country  to  receive  substantial  food  aid  its  human  needs  mast 
be  coupled  with  it^  strate^c  location.  During  the  period  1970-73,  six  countries  in 
Asia  (south  Vietnam,  Thailand,  Laos,  Cambodia,  Phillippines  and  South  Korea) 
received  essentially  the  same  amount  of  Title  II,  in  the  aggregate  aboiit  S30 
million  annually,  as  the  some  30  nations  classified  by  the  United  Nations  as  the 
most  desperate  in  tlie  world. 

What  is  called  for  at  this  time  is  a  clearer  definition  of  the  humanitarian  in- 
tention and  purposes  of  PL  480.  Clarity  of  guidance  In  the  policy  is  essential  when 
food  is  a-s  scarce  as  it  is  and  the  scope  of  hunger  is  so  widespread.  The  new  and 
restructured  rationale  tor  PL  480  wUoh  is  called  for  means  separating  very  dis- 
tinctly food  used  for  purposes  of  justice  and  charity,  and  food  used  as  pftrt  of  our 
forci^  policy. 

The  amendment  to  the  Foreign  Assistance  Act  lost  December — the  so-called 
70-30  split — was  a  step  in  the  direction  of  distinguishing  these  purposes,  where 
the  Senate  stipulated  ttiat  at  least  70%  of  Title  I  of  PL  480  must  be  allotted  to 
the  some  30  nations  designated  by  the  United  Nations  as  those  most  severely 
affected  and  in  need.  The  distribution  of  the  remaining  30%  is  left  to  the  discre- 
tion of  the  Administration.  The  Senate  is  to  be  commended  for  its  initiative  in 
this  regard  and  is  to  be  encouraged  to  reinforce  tliis  provision  in  the  future.  And 
furthermore,  Congressional  efforts  in  this  direction  of  pursuing  justice  should  be 
articulated  more  clearly  to  the  general  pubUo.  In  this  way.  Title  I  would  be  de- 
signed to  feed  people  in  justice  because  they  have  the  right  to  eat,  not  because 
they  have  the  right  and  are  strategically  well-placed.  Title  JI  in  such  a  restructured 
policy  would  he  clearly  regarded  as  a  program  dealing  in  charity  in  the  conven- 
tional understanding  of  this  term,  that  is,  a  humanitarian  relief  program  use<l  for 
emergency  situations. 

The  concluding  note  in  this  testimony  concerns  national  priorities  and  public 
response.  In  view  of  the  serious  global  needs  for  food  among  many  nations,  fund- 
ing for  both  Title  I  and  Title  II,  under  a  restructured  rationale  needs  to  be  in* 
creased  up  to  the  program  levels  of  1972  as  a  minimum.  This  undoubtedly  will 
require  a  close  monitoring  of  national  policies  and  reviewing  of  budgetary  pri- 
orities. For  example,  a  recent  study  by  the  National  Farmers  Union  suggests 
that  the  present  shortage  was  in  some  measure  the  result  of  policy  decisions  by 
our  government.  The  study  reports  that  while  PL  480  shipments  were  being 
drastically  curtailed,  payments  to  U.S.  farmers  increased  sharply  for  holding 
cropland  out  of  production  setting  an  all  time  high  of  $3.,^  billion  in  1972.  It  is, 
alleged  that  the  potential  food  that  was  lost  because  of  this  policy  of  the  govern- 
ment was  more  than  equivalent  to  meet  the  needs  of  the  current  crisis. 

On  the  budgetary  side  of  the  issue,  Father  Heaburgh  poses  the  question  in  the 
cla-iisic  terms  of  "guns  or  butter".  When  he  asked  President  Ford  to  release  an 
additional  four  million  tons  of  grain  last  December,  he  said,  "It  will  cost  two- 
thirds  of  one  Trident  submarine." 

The  food  problem  poses  for  us  a  choice,  a  national  choice.  The  issue  is  that  the 
choice  must  be  put  to  the  general  pulilic  clearly,  so  they  can  make  the  decision. 
None  of  us  can  claim  to  Icnow  how  they  will  dccicle,  but  it  is  essential  in  the  interest 
of  the  public  good,  that  the  question  be  posed. 

From  the  experience  within  the  Church,  indications  arc  that  people  respond 
with  overwhelming  generosity  if  the  question  is  put  clearly:  the  question  of 
starving  people  over  mere  and  scarce  food  here.  The  presumption  that  the  general 
public  will  not  support  a  program  in  justice  and  charity  at  a  time  of  scarcity  is 
simply  not  confirmed  by  the  evidence. 

For  example,  in  a  diocese  in  the  midwest  severely  hit  by  unemployment,  the 
bishop  recently  prepared  a  casette  tape  describing  the  world  food  crisis  and 
circulated  it  amone  the  parishei^.  Although  he  did  not  call  for  contributions  for 
overseas  aid,  the  diocese  hes  average  $1,000  a  wceic  since  the  iirst  of  December. 

Over  the  Inst  six  months  I  have  spoken  in  n  niimtier  of  cities  across  the  country 
and  I  have  tried  to  do  what  I  think  the  situation  demands,  simply  frame  the 
question  in  terms  of  a  mutter  ot  choice— star  vine  people  or  scarce  food.  I  ha\'e 
never  had  an  audience,  randomly  selectedj  that  did  not  indicate  they  were  capalile 
of  a  generou.s  response  to  a  program  desiglied  to  reflect  a  balance  ot  justice  and 
charity. 
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The  Chairman.  We  will  start  on  the  next  witness.  I  do  not  know 
how  far  aloi^  we  might  get. 

Mr.  Guy  Gran,  Research  Associate,  Indochina  Bceource  Center. 
What  is  the  Indochina  Resource  Center? 

STATiaiERT  OF  OUT  GRAK,  RESEARCH  ASSOCIATE,  IHSOCHINA 
BESOUBCE  CEHTEB 

Mr.  Gran.  Sir,  it  is  a  pubhc  interest  research  group  here  in  Wash- 
ington that  focuses  on  lore^  poUcy  generally,  and  Indochina  in 
particular.  1  am  addressing  one  of  our  topical  offshoots. 

The  Chairman.  You  are  not  representing  Indochina? 

Mr.  Gran.  Yes  and  no.  We  have  been  working  on  the  Food  for 
Peace  program.  My  interest  grows  out  of  its  use  last  year  in  Indochina. 

The  Chairman.  You  may  proceed.  I  would  ask  you  to  be  as  brief- 
and  pointed  as  you  can.  My  judgment  is  we  are  going  to  have  one 
long  Dell,  and  you  will  see  an  exodus  out  of  this  room  at  that  point. 

Mr.  Gran.  The  Indochina  Resource  Center  was  found^  in  1971. 
It  is  a  church-sponsored  pubhc  interest  research  group  located  at 
1322  18th  Street,  NW.  Washington,  D.C.  20036.  It  focuses  on  ques- 
tions relating  to  Indochina  and  the  Americaa  presence  thereon;  based 
on  both  published  sources  and  private  interviews  and  correspondence, 
IRC  publishes  U.S.  and  Indochina  regularly  and  ioi^er  studies 
periodically.  I  am  a  Ph.  D.  candidate  at  the  University  of  Wisconsin 
and  have  testified  before  Congress  many  times  on  questions  of  eco- 
nomic and  military  aid  to  Indochina. 

I  would  like  to  begin  where  the  preceding  witness  ended,  that  is, 
by  focussing  on  the  need  to  make  clear  choices.  I  am  going  to  argue 
three  basic  themes.  Any  meaningful  overhaul  of  the  Public  Law 
480  program  or  any  other  element  of  our  food  policy  must  be  part  of  a 
coherent  integrated  strategy  for  world  food  development. 

Second,  the  goals  and  priorities  of  such  a  strategy  must  be  clearly 
articulated  because  the  interests  of  those  involved — American  pro- 
ducers, consumers,  multinational  agribusiness,  third  world  govern- 
ments, and  their  poor  majorities — are  very  often  contradictory, 
Basic  political  choices  must  be  made  and  defended. 

Third,  new  solutions — less  technological  than  political  and  eco- 
nomic— are  possible,  but  they  will  not  be  found  by  people  intellectually 
or  ideologically  wedded  to  the  status  quo.  I  am  not  going  to  try  this 
afternoon  to  suggest  concrete  answers;  instead  I  shall  try  to  analyze 
congressional  learning  and  congressional  decisionmaking  and  suggest 
some  of  the  ways  that  I  think  Congress  might  begin  to  approach 
world  food  development. 

I  have  been  involved  in  this  process  for  a  couple  of  years,  and  have 
recognized,  as  I  think  many  others  have,  a  number  of  flaws  in  it;  these 
are  hsted  in  the  written  statement. 

I  do  not  think  people  here  are  unaware  of  these  flaws.  The  question 
is  really  how  to  get  around  them. 

To  start  witli,  you  have  to  ask  better  questions.  To  ask  better 
questions,  you  have  to  have  some  notion  of  where  you  are  goii^.  In 
other  words,  concrete  goals.  The  basic  choices  for  world  food  develop- 
ment boil  down  to  these:  long-term  interests  versus  short-term; 
developed  world  versus  less  developed,  or  third  world;  domestic  food 
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prtxhipers  versus  American  consumers  liere  and  versus  cftDSumera 
iibiftiLd;  the  international  food  and  fertilizer  business  versus  consum- 
ers liero  and  versus  original  producers  of  that  food  and  fertilizer;  and 
fifth,  the  developing  world,  political  and  economic  elite,  that  is,  the 
trovernments  of  the  tropical  countries  versus  the  interests  of  their  poor 
foral  majorities,  the  people  that  we  are  ostensibly  trying  to  help. 

These  conflicts  are  not  going  to  appear  verj-  often  in  the  form  that  13 
siinj>ly  eithcr-or.  It  is  evident  however  that  the  interests  of  multi- 
national agribusiness,  for  example,  are  quite  contrary  to  those  of 
hungry  people  in  tropical  societies  who  are  irrelevant  to  them  as  a 
labor  source  or  too  poor  to  be  a  market.  Some  choice,  in  other  words, 
about  whatever  development  of  a  world  food  program  we  have  are 
going  to  run  contrary  to  one  or  the  other. 

It  is  relatively  easy  to  go  on  the  May  we  have  been  going  if  we 
never  make  it  specific  in  the  public  forum  those  kinds  of  choices.  But  a 
better  world  food  policy  is  going  to  take  more  than  a  pohcy  statement. 
It  is  going  to  take  appropriately  creative  people.  These  human  rt- 
sources,  it  seems  to  me,  must  be  different  from  the  kind  of  human 
resources  that  we  have  been  using  in  the  post. 

In  the  last  two  decades,  Congress  has  been  willing  to  invest  a  lot  of 
money  in  the  executive* branch  bureaucracies  to  come  up  with  new 
solutions.  That  experience  suggests  that  the  necessary  creativity  is 
most  unlikely  to  come  from  bureaucracies  like  AID  or  the  multilateral 
development  lobby.  It  seems  to  me  it  would  be  far  easier,  far  more 
productive,  and  far  less  expensive  to  create  one  or  more  small  subcom- 
mittee staffs,  small  enough  to  avoid  the  bureaucration  and  free  enough 
to  do  something  signiticant. 

As  it  is  now,  with  some  notable  cxce)>tions.  Congress  does  not  yet 
Rupiily  itself  with  even  enough  analytic  capability  to  examine  critically 
the  slim  total  of  proposals  that  other  people  brii^  to  it.  In  the  writtoi 
statement  I  go  mto  how  and  why  training  in  interdisciplinary  and 
comparative  approaches  is  more  approiws  than  traditional  legal  or 
economic  education. 

Beyond  concrete  goals  and  relevant  human  resources,  what  would 
an  integnitf  d  intellectual  strategy'  involve  on  world  food  development? 
How  would  you  address  simultaneously  international  organizations 
and  needs,  national  organii^aiions  and  needs,  and  local  organizations 
and  needs?  I  then  pursue  some  examples  of  the  necessity  S)r  such  an 
integrated  strategy. 

In  ooni^lusion,  it  seems  to  me  with  programs  like  Public  Law  480, 
we  are  struggling  to  treat  a  few  of  the  symptoms  of  world  hunger. 
We  are  not  dealing  with  the  causes.  Every  decision  that  we  make 
about  the  allocation  of  fiiod  an<l  fertilizer  resources  sentences  several 
thousands  of  people  to  death — The  people  who  lose  in  these  decisions; 
tlip  Jnniuiry  5,  New  York  Times  article  on  triage  makes  that  very' 
expli<'it. 

Congress  must  get  past  the  rhetoric  about  short-term  food  aid, 
population  control.  lf<hnologi(id  innovation,  and  the  green  revolution. 
Such  ai^umcnls  are  largely  liesigned  to  convince  one  that  only  partial 
remedies  exist  in  the  world  where  the  present  distribution  of  political 
and  ecomunic.  power  i-;  ineviluble   It  is  not. 

And  the  world  food  pioMem  is  not  irresolvable.  A  few  countries 
with    diverse    oconoinie    and    politiial    systems — France,    Bulgaria, 
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viwan,  for  three — ^have  made  sigoificant  increases  ia  agricultural 

oductioD  in  the  lost  two  decades.  It  13  not  impossible  to  shed  our 

eolt^cal  blinders,  to  exercise  the  capitalist  and  socialist  mythologies 

)m  the  debate,  and  proceed  on  a  pra|graatic  basis  to  find  out  what 

orked  there  and  what  will  work  elsewhere. 

The  Chairman.  I  am  going  to  have  to  stop  you  at  this  point. 

mator  Dole  and  I  must  prove  to  our  constituents  that  we  are  repre- 

•nting  them  in  the  U.S.  Senate  at  this  point.  You  may  file  your 

atement  in  full  in  the  record. 

[The  prepared  statement  of  Mr.  Gran  follows:] 

TATEMENT  OF  Gdy  Gran,  Research  AaaociATE,  Indochina  RsaouRCE  Center 

■:  THOUOHTB  ON  a  CONQRESaiONAL  APFROACH 


In  recent  months  a  small  but  determined  group  of  Congressmen  have  sought 
>eiid  or  at  Ica-st  limit  the  use  of  Food  For  Peace  for  politicnl  purposes.  It  was  not 
n  unworthy  idea;  in  FY  74  70  percent  of  Title  I  commodities  (5.'!98.4  million  of 
le  $567.6  million  total)  went  to  just  Cambodia  and  South  Vietnam.  To  redirect 
ie  FY  7~>  progiam  a  provision  was  added  to  the  recent  foreign  aid  authorization 
■,K  to  limit  the  allocation  of  Title  1  food  aid  to  countries  that  the  UN  Emergency 
'jieration  designates  as  moot  severely  affected  (NSA)  by  the  world  economic 
nsLi;  not  more  than  30  percent  of  Title  I  is  to  go  to  non-MSA  countries. 
The  Administration  does  not  accept  gracefully  atry  infringement  on  the  sov- 
■eignly  it  presumes.  It  entered  the  legislative  buttle  in  December  first  to  get  the 
>llsr  limit  on  political  food  aid  raised  from  $230  million  to  $350  million  and  then 
•  get  the  dollar  figure  removed  in  lieu  of  the  30  percent  Dow  In  eSect.  Since 
ecember  it  has  fought  in  every  conceivable  fashion  behind  the  scenes  to  raise 
le  aQocation  for  political  uses;  the  recent  decision  to  raise  the  total  program 
vel  is  the  vi.'tible  result  of  one  episode.  At  the  moment  Title  I  food  aid  will  be 
,019  million  in  F  Y  75  with  $364  million  for  political  uses.  Indochina  is  projected 
receive  $149.3  million,  but  the  Administration  is  fighting  for  a  further  Slid 
SI42  million. 

So  what  hiis  Congress  accomplished?  Several  hundred  million  dollars  of  com- 
>dity  food  aid  that  might  have  gone  to  Indochina,  Chile,  Egypt  and  South 
irea,  or  might  not  have  been  allocated  at  all,  may  now  ^o  to  the  governments  of 
rtain  African  and  Asian  countries  where  there  is  significant  hunger.  Whether 
s  food  actually  reaches  those  who  really  need  it  is  doubtful;  Title  laid  Is  put  on 
i  market,  and  those  in  real  need  are  too  poor  to  pay  market  prices.  Thua,  with 
enormous  allocation  of  time  by  an  interested  few,  a  dent  was  made  in  a  smiill 
rt  of  the  immediate  world  food  problem. 

I  .'Submit  that  this  problem -solving  process  is  fundamentally  insufficient  for  the 
idi  and  magnitudes  of  decLsi on-making  necessary.  If  Congress  wantn  to  begin 
resolve  the  world  food  question,  or  even  a  small  part  of  it  like  the  PL  480  pro- 
im,  more  than  minor  adjustments  arc  in  order. 
I  will  argue  three  basic  themes: 

CI)  Any  meaningful  overhaul  of  the  PL  480  prc^am  or  any  other  element 
of  our  food  policy  must  be  part  of  a  coherent  integrated  strategy  for  world 
food  development. 

(2)  The  goats  and  priorities  of  such  a  strategy  must  be  clearly  articulated 
liecausc  the  interests  of  those  involved— American  producers,  consumers, 
multinational  agribusiness,  third  world  governments,  and  their  poor 
majorities-are  very  often  contradictory.  Basic  political  choices  must  be  made 
and  defended. 

(:i)  New  solutions — less  technological  than  political  and  economic — ore 

pos.-iible  but  thoy  won't  be  found  b.V"  people  Intellectually  or  idcologicalls' 

wedded  to  the  status  quo — a  status  quo  that  promises  that  40  i>er  cent  or 

more  of  the  world's  people  will  become  superfluous — with  the  kind  of  human 

results  seen  today  in  the  Streets  of  Calcutta  or  the  hills  of  Appalachia. 

I'm  not  goin^  to  provide  these  new  solutions  this  afternoon;  instead  I  shall  try 

sketch  the  kmd-i  of  frameworks  necessary  in  order  to  look  for  answer.^. 

Such  a  si'arch  begins  with  recognizing  the  fiaws  in  the  current  process.  Among 

s  far  tec  mi  ch  tine  and 
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(2)  Efforts  are  diffused  amanK  several  committees  with  ovprlappiiig 
jurisdictions.  All  tou  often  personalities,  as  well  as  ideology'  and  partisamhip, 
1  nhi  bit  progress . 

(3)  The  usual  approach  is  piecemeal — tinkering  with  small  parts  of  the 
whole  that  are  most  visibly  defective. 

(4)  Goals  and  criteria  arc  not  cleariy  articulated.  Basic  conflicts  of  in- 
terest are  thus  glossed  over. 

(a)  Knowledge  of  the  whole  process  of  moderniiation  in  tropical  tiocietiPs 
is  so  limited  that  many  policies  affecting  food  development  are  counter- 
productive out  of  ignorance. 

(li)  The  institutiunalizcd  biases  of  the  principal  information  sources  skill- 
fully misdirect  the  Congressional  learning  process  and  resulting  choices  end 
up  being  not  in  the  public  interest, 

(7)  As  with  most  institutions  in  our  society,  Congress  has  a  clear  bias  for 
technological  solutions  to  problems  that  are  predominantly  political,  eco- 
nomic, and  human  in  nature, 
I  doubt  anyone  here  is  really  unaware  of  thpse  flaws.  The  problem  iw  to  get 
around  them.  One  begins,  I  thinlc,  by  asking  better  questions.  World  fond  devel- 
itpment  is  an  enormously  complex  subject.  Any  seriou-s  solution  has  to  integrate 
the  entire  span  of  issues.  It  doesn't  do  any  good  to  develop  and  introduce  a  new 
strain  of  rice  in  India  if  conditions  in  the  world  fertilizer  market  are  such  as  to 
make  essential  fertiliser  unavailable.  But  to  answer  better  questions  one  flrst  has 
to  decide  upon  concrete  goals.  That  involves  making  basic  political  choices  and 
assigning  priorities.  Congress  ought  to  make  at  least  these  choices  explicitly: 

(1)  Long-term  world  majority  best  interest  versus  short-term. 

(2)  Developing  world  versus  developed. 

(3)  Domestic  American  food  producera  versus  consumers  here  and  con- 
sumers abroad. 

(4)  International  food  and  fertiliier  businesses  versus  consumers  versus 
oriffinal  producera. 

(5)  Developing  world  political  and  economic  elite  versus  interests  of  the 
poor  local  majority. 

Obviously  these  conflicts  will  not  often  appear  in  such  a  form  that  the  choio? 
is  cither-or.  But  certain  interests  of  multinational  agribusiness,  for  example,  are 
quite  contrary  to  hungry  people  in  tropical  societies  who  are  irrelevant  as  a  labor 
source  and  too  poor  to  be  a  market.  Some  choices  about  a  world  food  development 
program  are  going  to  run  contrary  to  one  or  the  other.  Since  such  companies  are 
often  American,  the  predominant  choices  during  a  generation  of  foreign  aid  pro- 
grama  have  assisted  the  multinationals.  Indeed  several  decades  of  choices  about 
food  development  as  a  whole  have  served  the  rich  against  the  hungry  both  here 
and  abroad.  It's  relatively  easy  to  continue  that  if  you  never  make  explicit  in 
the  public  forum  the  kinds  of  choices  just  suggested. 

It  takes  far  more  than  a  policy  statement  that  aid  should  help  those  most  In 
need.  Our  $9  billion  a  year  bilateral  and  multilateral  aid  program  haH  always 
ostensibly  sought  to  help  those  in  need  in  the  developing  world.  But  for  a  generation 
or  more  the  income  gap  between  rich  and  poor  in  thepe  regions  has  continued  to 
grow.  Such  a  result  is  neither  necessary  nor  equitable.  It  will  not  produce  a  livable 
world  nor  one  remot«!y  related  to  our  constitutional  or  ethical  ideals.  We  can  do 
far  better. 

Presuming  thnt  an  appropriate  group  in  Congress  is  able  to  fashion  a  credible 
vision  of  world  food  development  for  the  nonwestem  world  with  concrete  goals 
and  priorities,  the  next  problem  is  to  apply  the  most  effective  human  resources. 
Congress  has  been  perennially  n-illing  to  invest  large  sums  in  Executive  branch 
bureaucracies  to  come  up  with  new  solutions.  That  experience  suggests  that  the 
necessary  creativity  is  most  unlikely  to  come  from  entrenched  bureaucracies  like 
AID  or  the  multilateral  development  lobby.  It  would  be  fur  easier,  far  more  pro- 
ductive, and  far  less  exjjensive  to  create  one  or  more  4  to  7  person  subcommittee 
staffs,  small  enough  to  avoid  bureaucratization  and  free  enough  to  do  something 
signiticunt.  As  it  is  now,  with  some  notable  exceptions.  Congress  does  not  yet 
supply  itself  with  even  enough  imalytic  capability  to  examine  critically  the  prii- 
posHls  others  bring  to  it. 

The  kind  of  human  resources  npplied  will  be  crucial.  Congressional  participnnU 
closely  tied  to  interest  groups  like  the  multinationals  or  tiop|>cd  by  traditional 
educulions  in  law  or  economics  will  l>e  most  unlikely  to  do  anything  other  lh:m 
l>crpetuote  the  status  quo.  Needed  are  not  typical  con§res!?ional  appointees  l.ist 
pi-iijilc  with  training  in  intcrdisciplinnry  and  comparative  approache.*  to  crealc 
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plasmatic  new  frsmeworkn,  reach  outside  convenUohal  cbnnnels  and  across 
culturex  to  tap  ideas  from  academia,  public  oScials,  and  other  observer*  around 
the  world.  There  Is,  for  example,  an  enormous  wealth  of  data  in  hundreds  of 
World  Bank  country  studieiJ  resting  largely  untouched  by  American  policy- 
nloker^'.  Both  IBRD  and  AID  can  be  part  of  the  solution  as  well  as  part  of  the 

After  goals  are  established  and  the  appropriate  human  and  financial  resources 
brought  to  bear,  there  remnins  the  need  for  an  integrated  intellectual  strategy. 
Congressional  decision-making  affects  food  development  in  Third  World  (and 
other)  countries  at  three  broad  interrelated  levels.  Policies  and  programs,  like 
AID  projeots  overseas  or  price  supports  at  honie,  affect  the  various  factors  o! 
production  in  a  predominantly  local-rural  way.  A  second  series  of  choices  is  turned 
at  national  governments,  Congress  affects  the  national  food  development  of  this 
and  nearly  every  other  country  by  both  action  and  inaction  that  create  incentives 
for  various  host  countrr  policies.  A  third  series  of  choices  involves  U.S.  government 
policies  toward  the  UN,  the  international  monetary  organizations,  and  the 
multinationals.  By  tai,  trade,  and  tariff  laws,  for  example,  the  Congress  now  allows 
multinationals  to  profit  by  exporting  U.S.  farm  products,  which  insures  higher 
prices  for  US  consumers.  How  healthy  ia  it  for  any  country  to  remain  dependent 
on  food  imports  or  exports? 

An  integrated  strategy  has  to  deal  with  all  three  levels  simultaneously.  The 
subject  merits  a  book; Tiere  a  few  samples  must  suffice.  In  a  new  Harvard  Press 
title  on  the  Green  Revolution,  Keith  GrifBn  demonstrates  that  new  seeds  and 
many  other  innovations,  inserted  into  an  existing  rural  political  economy,  are 
likely  to  be  landlord  biased  and  widen  the  gap  between  rich  and  poor.  Without  both 
substantive  land  reform  and  equal  access  to  all  factors  of  production  and  dis- 
tribution, there  cannot  be  significant  improvement  in  food  pTMUCtion. 

A  recent  SeierUifie  AmerKan  article  suggested  that  potential  arable  land  could 
feed  many  times  the  current  world  population;  "The  limits  are  not  natural 
resources  but  economic,  institutional,  and  socio-political  restraints."  It  takes  no 
great  wisdom  to  conclude  from  Richard  Bamet's  new  opus  Global  Reach  or  from 
the  studies  published  thus  far  by  Sen.  Church's  subcommittee,  that  without  some 
countervailing  power,  multinational  corporations  and  banks  will  redirect  the  best 
devised  programs  of  agricultural  development  for  their  own  profits. 

In  sum,  with  programs  like  PL  480,  we  are  still  struggling  to  treat  a  few  of  the 
avmntoms  of  world  hunger  but  remain  oblivious  of  or  despair  dealing  with  the 
.  Every  decision  we  make  about  the  allocation  of  food  and  fertiliier  re- 
s  sentences  thousands  of  people  to  death;  a  January  5  New  York  Times 
article  on  triage  made  that  explicit.  Congress  must  get  past  the  rhetoric  about 
short-term  aid,  population  control,  technological  iDDovation,  and  the  Green. 
Revolution.  Such  arguments  are  largely  designed  to  convince  one  that  only 
partial  remedies  exist  in  a  world  where  the  present  distribution  of  political  and 
econonaic  power  is  inevitable.  It  is  not. 

And  the  world  food  problem  is  not  irresolvable.  A  few  countries  with  diverse 
economic  and  politick  systems — France,  Bulgaria,  Taiwan— have  managed 
eigoiticant  increases  in  agricultural  production  in  the  last  two  decades.  It's  not 
impossible  to  shed  ideological  blinders,  exorcise  the  capitalist  and  socialist  mythol- 
ogies from  the  debate,  and  proceed  on  a  pragmatic  basis  to  find  out  what  worked 
there  and  what  will  work  ekewhere.  But  it  will  take  political  will,  a  clear  explica- 
tion of  goals  and  priorities,  an  appropriate  allocation  of  human  and  financial 
resources,  and  an  integrated  overall  strategy. 

The  Chairman.  Are  there  any  other  witnesses  that  desire  to  file 
their  statements?  It  will  appear  in  the  record  as  though  read. 

We  will  continue  the  hearings  as  soon  as  possible. 
[A  recess  was  taken.] 

The  Chairman.  The  committee  will  be  in  order,  please. 

The  committee  is  pleased  to  have  the  Hon.  Jim  Buck  Ross,  Com- 
missioner of  the  Mississippi  Department  of  Agriculture,  an  old 
friend.  I  am  sorry  about  the  delay.  We  are  happy  to  see  you. 
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SEFABTHENT  OF  AOEICULTUKE  AHD  COHHEBCE,  PELAEATCHIE, 
HISS. 

Mr.  Ross.  I  have  never  in  my  experience  seen  the  uncertunty 
in  ugriculture  that  we  have  now,  and  the  trouble  is  inflation. 

t  run  1,100  acres.  Here  is  the  way  I  see  this.  I  would  like  to  sell  my 
calves  for  40  cents  a  pound  andpayS90  for  ammonia  nitrate,  $2,100  for 
ft  pickup  truck  and  get  a  day's  work  for  a  dav's  pay  than  to  sell  them 
for  80  cents  and  have  a  housewife  buy  that.  This  is  where  these  farmers 
are  as  worried  as  they  can  be  about  this  $52  billion  deficit.  I  see  $70 
billion.  What  we  are  afraid  of  is  that  we  would  hear  2  years  from  now 
that  the  monetary  fabric  of  this  country  would  be  destroyed. 

Now  this  problem  already  is  be^ning  to  correct  itself.  Nonfood 
items  are  coming  down  somewhat,  and  a  drum  is  beating  now  in 
agriculture  to  cut  production  20  percent  across  the  board. 

If  the  prime  rate  keeps  coming  down  we  are  going  to  see  a  buildup 
in  housing.  We  are  going  to  see  a  buildup  in  borrowii^  and  we  are 
going  to  see  some  of  these  things  beginning  to  work  out. 

One  of  the  most  unappreciated  facets  ofthe  American  system  is  our 
ability  to  merchandise,  our  ability  to  sell.  I  look  at  any  time  some 
fellow  to  start  selling  houses,  and  for  a  dollar  more  give  you  a  bonus  of 
a  new  automobile. 

The  Chairman.  You  are  getting  out  of  the  area  of  our  jurisdiction. 
I  agree  with  everything  you  say. 

Mr.  Ross.  One  other  thing — the  point  I  want  to  make  with  you 
gentlemen  is  please  do  not  overreact.  The  Cot^ess  of  the  Umted 
States  should  not  overreact  and  do  somethit^  to  add  fuel  to  the  fire 
and  ruin  the  situation. 

The  Chairman,  What  do  you  think  this  committee  ought  to  do.  Of 
course,  as  you  know,  we  are  holding  2  weeks  of  hearings  on  every 
aspect  of  farm  legislation.  We  have  had  farmers  from  all  over  the 
United  States  come  in  here,  relating  to  all  ba.'iic  commodities  and  cite 
the  cost  of  production.  We  have  had  witnesses  from  experiment  sta- 
tions, and  farmers  from  your  State.  And  they  say  they  cannot  produce 
cotton  at  38  percent.  They  want  us  to  raise  the  loan  level  and  also  the 


iiistru<^tions  that  were  given  me  before  I  left  Mississippi,  that  the  loan 
price  should  be  40  cents. 

The  Chairsian.  There  is  some  apprehension  about  that.  Do  vou 
remember  back  in  1965  I  took  leave  Irom  this  committee,  and  I  ha^  to 
override  my  own  chairman  to  get  one  price  for  cotton.  At  that  time  we 
had  surplus  of  17  million  balea,  and  we  got  one  price  for  cotton,  and  we 
got  the  overhang  off  the  market  and  cotton  started  going  up.  And  we 
started  to  make  export  sales. 

Meanwhile  we  had  hold  the  umbrella  over  the  rest  of  the  world  for 
30  A'ears  and  tliej  had  expanded  their  production  worldwide  wliile  we 
ha<i  decreased  it  here. 

Some  of  the  cotton  merchants,  not  the  farmers,  are  gravely  appre- 
hensive that  if  we  get  the  loan  level  up  above  the  world  market  i)rice 
we  will  put  off  our  export  in  commerce  and  hurt  cotton  and  get  it  back 
substantially  to  the  shape  it  was  in  1965,  Do  you  share  that  view? 
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Mr.  Koss.  Yes.  But  another  view  I  share  is  this,  air.  Let  us  try 
every  way  we  can  to  bring  down  the  price  of  the  cost  of  producing 
cotton  and  maintain  a  free  enterprise  system. 

The  Chairman.  I  would  agree  with  that,  but  I  do  not  know  any  way 
you  and  I  can  make  these  OPEC  nations  bring  down  the  price  of  their 
fuel. 

Mr.  Ross.  Can  I  ask  you  this? 

What  ia  inflation,  sir? 

The  Chairman.  Inflation  today,  in  the  classic  tradition  of  too  much 
money  for  too  few  goods. 

Mr.  Ross.  Too  much  credit. 

The  Chairman.  Credit  and  money  are  the  same  thing. 

Mr.  Rous.  Let  us  take  credit  out  of  the  petroleum  industry.  In 
World  War  II  we  did.  Every  time  a  person  goes  up  to  get  5  gfulons 
of  gas  let  him  pay  cash. 

The  Chairman.  I  think  it  ought  to  be  done  among  other  things.  I  am 
not  in  favor  of  the  President's  program  of  making  gasoline  so  nigh  so 
the  poor  people  cannot  get  it  and  the  rich  can  get  wl  they  want. 

Mr.  Ross.  I  run  four  trucks  on  my  farm.  If  I  had  to  give  the  people 
who  work  with  me,  out  of  my  pocket  the  dollars  to  go  over  there  and 
say  fill  it  up,  I  would  tell  them  look  here,  don't  be  running  all  over  the 
country  in  this  pickup  or  in  this  cattle  truck.  I  have  a  daughter  who  is 
getting  a  masters  degree  at  the  University  of  Alabama;  she  got  a  new 
Chevrolet.  I  think  it  would  slow  her  doftm. 

The  Chairman.  I  agree  it  would.  I  am  not  in  favor  of  some  of  the 
proposals  of  some  of  my  colleagues  on  rationing.  They  are  not  old 
enough  to  remember  the  trials  and  tribulations  of  that.  It  is  about 
as  bad  as  the  present  program,  but  I  think  as  to  alternatives,  you 
have  suggested  one. 

The  two  that  come  readily  to  my  mind  is  rigid  enforcement  of  the 
55-mile  speed  limit.  I  know  from  the  oneration  of  my  o^vn  vehicle 
that  would  save  at  least  10  percent  of  tne  gas.  In  addition  to  that, 
close  the  service  stations  midnight  on  Sunday  to  midnight  Monday  or 
maybe  6  p.m.  Saturday  to  midnight  Sunday.  That  would  stop  the 
joy  riders  from  gallavanting  all  over  the  country  on  weekends. 

Those  things  in  my  judgment  would  save  more  fuel  than  the  Presi- 
dent's proposal  and  would  not  be  harmful  to  the  economy, 

Mr.  Ross.  If  the  oil  companies  were  to  change  the  process  of  state- 
ments through  their  business  files,  that  could  bring  down  the  cost  of 
our  fuel. 

The  Chairman.  We  are  getting  so  far  afield  now,  maybe  we  Iiad 
better  get  off  the  record. 

Mr.  Ross.  Let  us  go  back  now  to  one  other  thing.  Senator,  we  will 
work  out  the  cattle  |)roblem  if  they  will  leave  us  alone. 

The  Chairman.  It  will  take  a  long  time. 

Xlr.  Ross.  No,  sir.  The  day  after  tomorrow  I  am  going  to  have  a 
meeting  in  Atlanta  where  we  have  a  bhie  ribbon  committee.  We  are 
going  two  routes.  We  have  grass-fed  cattle.  We  are  killing  these  calves. 
Ten  months  ago  I  wrote  every  chainstore  in  the  country  and  asked 
them  to  start  selling  these  baggyfat  heifers.  We  are  not  going  to  get 
lined  up  any  more  where  we  nave  to  depend  on  feedlots  altogether. 
I  want  a  third  of  the  momma  cow  boys  in  Mississippi  to  get  out  of  the 
business  and  handle  the  calves  for  the  other  two-tmrda.  We  want  to 
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put  them  on  feed  for  90  daye,  when  he  gets  to  650,  and  sell  him  at  800 
iwunds.  We  are  going  to  push  that. 

1  have  this  southwide  committee  called  grass-fed  cattle.  I  think 
this  fall,  the  farmers  in  Iowa,  Indiana,  and  Kansas,  will  look  at  his 
comcrib  and  say  I  am  going  to  buy  some  of  those  good  Gdoi:f;ia 
calves  and  put  tliis  crib  oicom  through  them  rather  than  sell  the  com 
to  Japan. 

The  Chairman.  They  are  not  going  to  do  it  until  you  get  a  better 
ratio  between  the  price  of  com  and  the  price  of  fed  beef,  Mcause  they 
are  eun  shy,  they  have  been  bankrupt. 

I  heard  a  statement  over  the  radio  a  few  weeks  ago  attributed  to  the 

S resident  of  the  cattlemen's  association,  I  believe  in  the  State  of 
regon.  He  said  what  feeders  have  lost,  what  the  farmers  and  ranchers 
have  It^ed  in  inventory  losses,  in  the  last  year  is  $25  billion.  1  have 
no  reason  to  disbelieve  that  statement.  1  think  that  is  about  right. 

When  a  fellow  has  been  burned  like  that  he  is  not  going  to  buy 
S3.50  com  to  sell  32  cent-prime  steers.  Whatever  they  are  bringu^, 
what  is  it,  35  cents  now?  Com  is  $3.50  and  prime  steer  835,  that  is  a 
ratio  of  10  to  1.  To  make  any  money  at  all  you  have  to  have  a  6  or 
7  to  1  ratio.  To  make  money  on  steers,  what  do  you  have  to  have? 
About  a  5  or  6  to  1  ratio.  You  get  more  gain  per  pound  out  of  com 
in  hogs  than  you  do  on  a  steer. 

Mr.  Ross.  In  the  statement  of  the  cattlemen  in  my  Stat«,  they 
asked  for  a  long-term  loan.  The  cotton  farmers  asked  for  a  target 
price  at  some  level. 

The  Chairman'.  What  do  you  recommend  we  do  in  this  farm  bill 
we  are  considering  right  now? 

Mr.  Ross.  The  tai^t  price  on  cotton — and  I  would  rather  depend 
on  your  judgment  there. 

The  Chairman.  What  would  you  recommend — somethii^  about 
the  cost  of  production? 

Mr.  Ross.  No,  sir. 

The  Chairman.  What? 

Mr.  Ross.  Not  quite,  just  slightly  below. 

The  Chairman.  Most  of  the  cotton  folks  that  have  testified  before 
this  committee — there  must  have  been  25  of  them  including  4  or  5 
from  your  State,  including  Senator  Stennis — recommended  something 
on  the  order  of  the  cost  of  production  as  the  target  price,  and  something 
on  the  order  of  80  percent  of  the  cost  of  production  as  the  loan  level. 
The  loan  level  this  coming  year  gets  up  to  34.27  cents.  Cotton  is 
selling  at  about  36  cents  now.  That  would  be  slightly  below, 

Mr.  Ross.  It's  34  cents,  they  do  not  want  it  at  that. 

The  Chairman.  The  inventory'  of  cotton  worldwide  has  been  in- 
creased in  the  last  3  or  4  years. 

Mr.  Ross.  Yes,  sir. 

The  Chairman.  I  canuot  see  anything  but  a  declining  market. 

Mr.  Ross.  I  agree. 

The  Chairman,  These  cotton  folks  that  came  to  see  me  today, 
knew  more  about  worldwide  cotton  than  nearly  anybody. 

They  say  you  ought  to  take  this  year  next  year.  It  is  going  to  be 
something  on  the  order  of  6J^  million  bales  dcmestic,  and  if  we  plant 
9  million  acres,  make  a  bale  to  an  acre,  that  is  going  to  give  us  some- 
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thing  like  2>-2  million  bales  over  and  above  domestic  offtake.  And  we 
are  going  into  the  year  with  a  canyover  ot  4  to  5.7  million  bales,  so 
we  are  increasing  the  overhang  rather  than  decreasing. 

Is  there  anybody  else  to  be  heard  as  a  witness? 

We  will  put  your  full  statement  in  the  record,  CommissioDer. 

Mr.  Ross.  I  have  enjoyed  it. 

The  Chairman.  So  have  I, 

I  will  see  you  next  Monday.  It  is  always  a  privilege  to  have  you 
before  this  committee. 

[The  prepared  statement  of  Mr.  Ross  follon-s:j 

Statement  o 

Mr.  Chairman,  my  name  ia  Jim  Buck  Roas  from  Pelahatchie,  Miss.  I  »m  an 
Active  farmer  engaged  in  broiler  production,  beef  cattle,  and  a  caged  layer  opera- 
lion,  plus  the  usual  supporting  field  craps.  But,  I  appear  before  you  as  the  ConimiS' 
sioner  of  Agriculture  and  Commerce  of  the  State  of  MigBlMsippi. 

If,  in  truth,  our  Nation  requires  full  production  from  the  Missiasippi  farmer,  I 
must  with  candor  attempt  to  bring  to  you  a  compoaite  message  from  tjiose  85,000 
MisKis-iippi  farms  which  produce  not  only  cotton,  rice,  and  soybeans,  but  beef 
cattle,  where  our  involvement  is  not  in  a  transient  cattle  population  that  poM 
through  our  State  along  the  way  through  the  beef  cycle  but  rather  one  of  a  perma- 
nent nature,  by  40,000  cattle  owners  who  have  invested  in  the  lands,  the  mama 
cow,  the  production  facilities  to  be  a  calf  factory  to  the  beef  industry.  We  run  the 
gamut  from  field  grown  nursery  and  horticultural  crops  to  some  30,000  acres  of 
farm -raised  cat&h  production. 

llistDry  clearly  shows  this  body  has  the  remarkable  ability  to  receive,  assess 
:ind  act  upon  the  vast  array  of  statistics,  figures  and  tcntimony  offered  it.  Yet  I 
would  ask  you  to  consider  an  intangible  fact.  On  virtually  every  one  of  those 
83,000  farms  in  my  State  you  find  today,  at  the  very  best,  a  profound  disquietude ; 
and  among  so  many,  apprehension,  distrust,  and  a  grave  fear  of  what  the  future 
mny  hold  for  the  sur\'ival  of  agriculture  in  this  so  agriculturally  oriented  Stiite. 

Aa  we  in  Agriculture  have  sought  to  follow  the  direction  ot  the  United  States 
Department  of  Agriculture  and  this  Administration,  we  found  ourselves  torn 
between  the  economics  of  what  seems  best  for  a  soybean  producer,  a  poultry 
terntor,  tbc  housewife  in  the  aisles  of  her  favorite  supermarket  and  the  com- 
lU'xities  of  our  balance  of  payments.  Admittedly,  each  represents  a  valid  portion 
of  our  total  concern. 

It  would  Keem  obvious  that  neither  the  producer,  the  Government,  nor  the 
general  public  wishes  to  see  us  return  to  that  40-year  history  of  sometimes  burden- 
Hime  supptie.^  of  agricultural  praducts  enmeshed  in  an  intricate  costly  web  of 
controls,  Federal  decisions,  and  directives  and  at  times  mismanaged  surpluses 
overhanging  the  market. 

"a  t>est  judgment  our  Government  decides  the  farmer  is  ' 
the  costly  arrangements  to  gear  up  for  full  producti 
.  .  Government  decides  in  the  best  interests  of  the  Natio.. 
e:tport  sales  ot  a  commodity  is  to  effectively  be  reduced  and  In  so  doing  reduce 
the  market  value  of  the  commodity  by  25%,  should  it  not  be  also  willing  to  provide 
minimal  future  protection  to  that  farmer  since  it  cannot  reimburse  him. 

Our  current  cotton  program  seems  to  work  well  only  in  times  of  considerable 
scarcity  which  inevitably  results  in  bidding  the  price  up  to  such  a  level  as  to  cause 
the  loss  of  markets  which  casues  a  larger  supply  and  reduced  prices,  and  so  the 
roller  coaster  continues  but  always  on  a  downhill  slant  for  cotton.  Agaiust  such  a 
background,  what  textile  manufacturer  is  not  reluctant  to  buy  cotton?  Addition- 
iilly.  due  to  high  interest  rates,  neither  the  cotton  shipper  nor  the  textile  manu- 
facturer can  inventory  but  a  minimum  stock  of  cotton  and  most  look  to. other 
filx-is  which  seem  to  offer  advantages  in  supply  as  well  as  price, 

A  rea.-<i)nable  level  of  stability  of  price  and  supply  is  In  no  way  incompatible 
with  u  market-oriented  agricultural  policy.  I  submit  there  is  a  reasonable  solution 
that  protects  the  be^t  interests  of  all  parties  and  the  mutual  Intereets  of  the  Nation 

The  C<)mmodity  Credit  Corporation  loan  originally  did  much  to  provide  for 
orderly  marketing  and  made  it  possible  for  the  farmer  to  obtain  production  loans. 
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On  the  other  hand,  r  target  price  much  bclnw  the  coot  <if  production  along;  with  n 
low  loan  rate  and  an  unbearftbly  high  CC.C.  interest  rate  simply  forces  many 
farmers  In  dump  their  crop  at  harvest  for  whatever  they  can  get. 

I  hi>pc  that  consideration  can  be  given  to  restructuring  t^  Commodity  Credit 
Corporation  loan  in  such  a  fashion  as  to  allow  the  fanaer  Ui  obtain  an  18-month 
nonrecourse  loan,  during  which  he  alone  can  make  salca  out  of  the  loan.  The  key 
would  he  an  interest  rate  on  these  CC.C.  loans  of  nuch  a  level  aa  to  ntrongly 
encoun^  the  fanner  to  make  um  of  the  loan  an  an  orderly  marlieting  tool.  Cer- 
tainly '>%  would  be  the  absolute  top  level  of  the  loan  rate,  for  beyond  that  it  would 
lose  all  aspects  of  practicality.  The  loan  level  must  not  be  so  high  tm  to  guarantee 
the  farmer  a  profit  yet  must  be  high  enough  to  be  that  aid  In  orderly  raarketinK 
and,  of  course,  ta  secure  the  necessary  production  financing.  For  instance,  I 
suggest  a  CC.C.  loan  price  of  40<f  per  pound  tor  upland  cotton  would  be  sufficient 
and  at  that  level  should  not  cause  an  accumulation  of  surplus  stoctei. 

Consistent  with  this  rather  low  level  40-cent  loan  rat«  must,  however,  be  .1 
target  price  that  truly  reflects  by  way  of  an  escalator  provision  the  effects  of 
inflation  on  the  purchased  inputs  in  producton  coste. 

In  tills  era  of  least  cost  large  scale  commercial  production  so  as  to  provide  the 
consumer  with  the  greatest  choice  at  the  lowest  price,  in  it  really  valid  to  consider  a 
limitation  of  payments?  Is  our  communication  so  poor  that  the  average  American 
consumer  cannot  readily  perceive  what  is  in  his  best  interests? 

I  cannot  fathom  the  wisdom  of  removing  soybeans  from  the  Commodity  Credit 
Corporation  loan  provisions  due  to  what  liistory  may  show  in  a  brief  span  in 
soybean  marketing.  PleaHe  consider  restoring  soybeans  to  the  CC.C.  loan  program- 

A  Missi.ssippi  farmer  is  constantly  aware  from  the  evidence  on  every  side  of  the 
Utterly  devastating  effects  of  disa.steni  of  many  kinds  and  of  the  consequences 
where  a  prompt  recovery  is  not  possible.  Priority  attention  to  disaster  assistance 
programs  is  urgently  requested  through  changes  in  the  Farmers  Home  Adminis- 
tration programs.  A  bill  authored  by  Senators  Kastland,  Stennis,  Dole,  Allen,  and 
Young  which  has  great  merit  through  careful  study  and  a  genuine  knowledge  of 
the  specific  problem  areas  is  highly  commended  to  this  body  by  virtuaUy  every 
farmer  in  Miaslsaippi. 

Great  credit  is  due  those  who  participated  in  the  move  to  estabhsh  the  eallle 
loan  program,  yet  I  am  fearful  the  present  loan  simply  dues  not  go  far  enough  lo 
make  a  real  contribution  toward  the  recovery  of  this  industry  which  ha-s  and  is 
and  seemingly  will  continue  to  sutfer  grevious  losses  of  such  magnitude  that 
economic  disaster  is  present  throughout  this  industry  in  astonishing  amounts. 

This  great  legislative  body  seelts  to  explore  and  balance  the  cost  versus  the 
benefits  in  all  matters  each  day  of  it-s  existence.  I  am  hopeful  that  direction  in 
this  may  be  effpctively  communicated  to  the  K.P.A.  and  O.S.H.A.  and  that  a 
moral^irium  on  new  rules  may  issue  forth  which  while  still  protecting  the  best 
int4?rests  of  this  nation  would  allow  a  3  to  5  year  respite  from  the  inflationary 
effect  of  such  new  rules  during  the  economic  recovery  period  of  this  nation. 

It  is  the  overwhelming  desire  of  the  people  of  Mississippi  that  matters  per- 
taining to  land  use  laws  be  left  to  the  individual  States. 

Please  allow  me  in  closing  to  indicate  again  that  I  fully  accept  and  applaud  the 
concept  that  the  American  people  have  a  right  to  expect  its  National  agricultural 
policy  to  look  toward  fully  adequate  supplies  of  feed,  food  and  fiber.  We  know  that 
freakish  weather  and  the  new  oil  economics  can  combine  to  cause  very  real  crisis 
situations  to  exist.  In  responding  to  this  probability,  let  us  not  resort  to  Covem- 
ment  owned  stocks  of  feed,  food  and  fiber  when  the  alternative  is  at  hand  for  the 
individual  farmer  to  carry  sufficient  inventories  to  meet  the  reeds  of  this  Nation 
providing  the  incentives  are  there  in  a  form  capable  of  massive  practical  usage. 

The  Chairman.  The  next  witness  is  Mr.  Brennon  Jones,  staff 
as.sociate,  Bread  for  the  World,  New  York. 

We  are  delighted  to  have  you,  Mr.  Jones, 

STATEUENT  OF  BSI:NN0H  JONES,  STAFF  ASSOCIATE,  BREAD  FOB 
THE  WORLD,  HEW  YORK,  N.Y. 

Mr.  Jones.  I  am  a  staff  associat*  of  Bread  for  the  World,  an  inter- 
denominational Christian  citizens'  movement  against  hunger  and 
poverty.  Eugene  Carson  Blake,  the  former  general  secretary  of  the 
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World  Council  of  Churches  is  president  of  Bread  (or  the  World; 
Bishop  Thom&s  J.  Gumbleton  of  Detroit  is  vice  president;  Norman  E. 
Borlaug,  the  Nobel  Prize  winning  ^ronomist,  is  a  board  member. 

As  the  Cot^ess  reexamines  the  lood-for-peace  program,  it  is  im- 
perative that  this  examination  be  done  with  an  understanding  of  the 
new  world  relationship.  The  World  Food  Conference  in  Rome,  for 
all  its  shortcomings,  moved  the  world  an  important  step  ahead.  For 
the  &^t  time  in  history,  the  nations  of  the  world  reci^nized  the  hui^r 
crisis  as  a  global  crisis,  requiring  global  soluticms. 

The  World  Food  Conference  implicitly  questioned  the  current 
system  of  international  relationships  based  primarily  on  national 
self-interest.  This  questioning  was  aimed  particularly  at  the  area  of 
food  supply. 

The  United  States  clearly  shoulders  a  special  responsibility  re- 
garding global  food  needs.  6ur  country  controls  most  of  the  world's 
grain  exports.  U.S.  commercial  farm  export  earnings  from  poor 
countries  alone  jumped  from  $1.6  billion  m  1972  to  $6.6  billion  in 
1974,  an  increase  that  is  twice  our  entire  development  assistance  to 
those  countries. 

Bread  for  the  World  recognizes  the  need  of  developing  a  U.S.  policy 
that  must  provide  long  rai^e  solutions  Mid  come  to  terms  with  the 
causes  of  hunger.  The  Pubhc  Law  480  prc^am,  if  increased  food  aid 
were  made  available  through  it,  could  be  an  important  vehicle  in 
meeting  the  needs  of  today's  malnourished  and  starving  who  f^annot 
wait  for  long  range  solutions. 

In  revamping  the  food-for-peace  program,  Coi^ess  should  clarify 
its  purpose.  Through  the  30-percent  restriction  on  political  interest 
assistance,  Congress  has  gone  far  in  rectifying  the  distortions  which 
last  year  allowed  South  Vietnam  and  Cambodia,  with  0.8  percent  of 
the  world's  population  to  receive  42  percent  of  the  food-for-peace 
shipments.  But  present  priorities  contmue  to  be  based  on  political 
pragmatism  in  which  the  strategic  importance  of  countries  to  the 
United  States  defines  the  levels,  the  allocations,  and  the  timing  of  the 
food  assistance  program. 

This  is  shown  by  the  Ford  administration's  recent  food  increasee, 
when  a.ssistance  to  Bangladesh,  India,  and  the  other  most  seriously 
affected  nations  became  beared  down  in  the  politics  of  food  aid. 
Substantial  increases  were  released  only  when  they  were  tied  to 
increases  for  the  countries  in  which  we  have  immediate  political 
interest  and  that  fell  under  the  30-percent  limitation.  Food-for-peace 
has  become  a  thoroughly  political  issue;  the  starving  of  whom  we 
heard  so  much  in  November  have  had  to  wtut  imtjl  the  Ist  of  February 
for  an  American  reply. 

Bread  for  the  World  recommends  that  Congress  and  the  American 
people  redefine  the  food-for-peace  program,  tailoring  it  to  meet  the 
needs  of  the  starving  rather  than  the  convenience  of  our  political 
allies,  and  to  reflect  the  more  generous  and  responsive  traditions  of 
U.S.  food  assistance  which  we  seem  to  have  foi^tten  in  recent  years. 
Such  a  commitment  would  not  only  provide  an  example  to  the  rest 
of  the  world,  but  would  be  an  important  short  range  contribution  to 
Secretary  Kissinger's  vision  that  within  a  decade  no  child  will  go  to 
bed  hungry. 
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Toward  this  goal.  Bread  for  the  World  makes  the  following  recom- 
mendations: 

1.  Congress  should  clearly  des^ate  the  food^or-peace  program 
as  an  instrument  to  end  hunger.  Humanitarian  assistance  anould  be 
its  first  priority,  with  no  political  food  assistance  given  until  the 
needs  of  the  starring  have  been  met;  with  no  nonfood-commodity 
aid  given  when  people  are  still  starving;  and  with  no  commercial 
export   trade  stipulations  attached  to  our  food  assistance  agreements. 

2.  As  a  sign  of  such  a  commitment,  overall  food  aid  should  be 
increased  to  the  level  of  a  tithe,  10  percent,  of  this  country's  agri- 
cultural conmiodity  exports.  This  is  a  reasonable  goal  considering 
that  10  percent  of  last  year's  $21  biUion  in  commodity  exports  would 
be  $2.1  billion,  only  a  S500  million  increase  over  fiscal  year  1975's 
$1.6  billion  program. 

In  1964,  26  percent  of  our  agricultural  commodity  exports  went 
toward  food  aia  and  as  recently  as  1972  we  were  providing  12  percent 
of  our  exports  through  the  Public  Law  480  program.  The  10  percent 
contribution  would  be  a  fair  commitment  toward  meeting  the  goal 
of  the  Rome  conference  to  provide,  on  a  3-year  plannmg  basis, 
commodities  and  financing  for  global  food  aid  to  a  minimum  level  of 
10  million  tons  of  cereal  each  year.  Grant  aitsistance  should  be  in- 
creased, and  in  keepii^  with  the  World  Food  Conference's  resolution.-^, 
a  larger  proportion  of  food  assistance  should  be  channeled  through 
international  agencies. 

3.  The  adnunistration  and  decisionmaking  process  of  the  Public 
Law  480  program  should  be  so  structured  as  to  avoid  the  entangle- 
ment of  food  aid  decisions  in  the  broader  internal  disputes  witnin 
our  own  Government.  Toward  this  end,  a  single  director  of  U,S, 
domestic  and  international  food  programs,  such  as  the  World  Food 
Administrator  proposed  by  Senator  Mark  O.  Hatfield,  would  provide 
leadership  and  direction  to  the  food-for-peace  program. 

Presumably,  a  Cabinet  member  or  close  adviser  to  the  President, 
the  administrator  would  need  clear  authority  to  move  ahead.  His 
mandate  would  be  to  allocate  food  for  the  hungry  wherever  they  are, 
and  when  they  need  it,  rather  than  to  employ  food-aid  diplomacy 
in  the  national  self-interest.  Such  an  authority,  we  hope,  would  be 
empowered  to  work  closely  with  the  World  Food  Council  as  it  imple- 
ments the  Rome  conference  directives. 

4.  To  avoid  delay  and  uncertainty  in  the  provision  and  distribution 
of  food  a.ssistance,  and  as  a  visible  commitment  to  helping  the  needy 
nations,  there  would  be  long-range  planning  in  the  food-for-peace 
program  with  r^^ular  announcement  of  levels,  allocations,  and  the 
timetable  of  distnbution  of  Public  Law  480  assistance. 

5.  Congress  should  examine  the  use  of  currencies  generated  through 
Public  Law  480  concessional  sales  with  the  aim  of  urging  their 
increased  utilization  in  small  farm  agricultural  development  within 
the  most  seriously  affected  nations. 

Congress  has  an  exceUent  opportunity  in  its  review  of  Public  I^aw 
480  to  style  an  effective  and  compassionate  food  assistance  program 
for  the  starving  and  malnourished.  It  is  this  kind  of  leadership  in  the 
hunger  crisis  which  we  believe  most  Americans  are  ready  to  BupjKirt. 

The  Chairman.  Thank  you  very  much. 

Mr.  Jones.  I  would  like  to  document  that  by  telling  you  a  little 
bit  about  Bread  for  the  World, 
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The  Chairman.  Without  objection,  you  may  submit  that  for  the 
record.  Unfortunately  your  10  minutes  has  expired. 

We  appreciate  your  contribution  to  our  deliberations. 

The  next  witness  is  Mr.  Duke  ShackeKord  for  the  Louisiana  Cotton 
Producers  Association. 

I  am  delighted  to  see  you.  I  believe  you  have  been  before  us  before. 
I  am  glad  to  see  you  ^ain. 

STATEHEHT  OF  DUKE  SHACEXXFOBD,  PRESIDENT,  LOUISIANA 
COTTON  PEODUCEES  ASSOCUTION,  JONES,  LA. 

Mr.  Shackblfohd.  I  am  Duke  Shackelford,  and  this  is  Sam  Leake, 
and  we  feel  that  we  are  like  a  bowl  of  cornflakes  at  the  Sana  Souci, 
out  of  our  place.  But  we  are  here.  We  feel  we  have  deserved  our 
5  minutes. 

Before  I  start,  I  appreciate  your  comment  on  the  fertilizer,  Senator. 
It  is  critically  short. 

The  Chairman.  You  are  not  in  favor  of  shipping  it  overseas? 

Mr.  Shackelford.  No,  I  am  not.  As  an  average  consumer,  if  they 
knew  that  we  were  shipping  something  overseas  that  was  going  to 
raise  the  food  costs,  they  would  not  like  it  either.  Hopefully  we  will 
send  you  a  little  more  Louisiana  natural  gas. 

The  Chairman.  We  have  been  urging  the  Federal  Power  Com- 
mission— it  is  not  a  partisan  issue.  Every  member  of  this  committee, 
Democratic  and  Republican  has  been  fighting  that  battle  for  at 
least  18  months.  Now  vou  have  me  testifying  instead  of  you. 

Mr.  Shackelford.  I  expect  yours  will  go  in  the  record  a  little 
better  than  mine.  I  am  going  to  read  mine  because  that  is  how  I 
have  ^vritten  it. 

Mr.  Chairman,  my  name  is  Duke  Shackelford.  I  am  a  cotton  fanner 
from  Jones,  La.,  and  a  member  of  the  Louisiana  Cotton  Producers 
Association,  in  whose  behalf  I  am  offering  testimony  today.  With  me 
is  Sam  Leake,  a  cotton  farmer  from  Newellfon,  La.,  who  is  President 
of  our  organization.  We  appreciate  the  opportunity  to  offer  a  few  of 
our  thoughts  to  this  committee. 

Mr.  Chairman,  the  entire  cotton  industry  is  in  a  state  of  confusion 
and  <Ioubt.  Growers  are  particularly  troubled.  In  a  few  short  months 
during  the  past  year,  we  have  seen  the  price  of  cotton  fall  below  the 
cost  of  production.  To  add  to  our  troubles,  lai^e  areas  of  the  cotton 
belt  experienced  some  of  the  most  wTetched  weather  that  we  have 
endured  for  many  years.  We  hear  talk  of  double-dipt  inflation,  but 
gentlemen,  we  have  seen  the  prices  of  some  of  our  most  essential 
production  inputs  double  and  triple.  I  do  not  know  how  many  infla- 
tion digits  300  percent  is,  but  it  must  be  a  bunch. 

In  addition,  wft'are  beset  with  a  continuous  barrage  of  new  regula- 
tions from  such  agencies  as  the  Environmental  Protection  Agency 
and  the  Occupational  Safety  and  Health  Administration. 

The  Chairman.  Would  you  yield  at  that  point? 

You  snv  that  these  insecticides  that  you  are  burdened  with  now 
will  not  kill  boll  weevils  but  will  kill  people. 

Mr.  Shackelford.  Some  of  them  will  kill  boll  weevils;  they  will 
not  kUI  worms.  But  they  will  surely  kill  people. 

The  Chairman.  I  hear  the  same  complaint  frorii'iny  State. 

Mr,  Shackelford.  They  really  will  do  that. 
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The  Chairman.  Please  proceed,  sir. 

Mr.  Shackelford.  You  made  that  point.  I  will  just  skip  o 
that.  This  compounds  our  troubles  with  O.S.H.A.  regulations  i 
leaves  us  vulnerable  to  all  kinds  of  problems  in  thb  area.  They  imi 
diately  find  you  guilty,  you  know,  Senator. 

Mr.  Chairman,  we"  know  that  our  long-term  hopes  for  a  heal 
industry  are  dependent  on  a  stronger  economy  both  here  and  abro 
With  increased  demand  for  textiles,  cotton  will  move  and  prices  ' 
strengthen.  The  trouble  is  that  the  problems  of  most  cotton  erow 
are  immediate.  That  means  now.  They  need  financing  for  the  1! 
crop.  They  need  to  be  able  to  make  plans  with  reasonable  assura 
that  they  will  not  go  completely  broke  trying  to  carry  them  out.  "! 
average  cotton  farmer  is  like  a  man  bleeding  to  death.  He  cannot « 
a  year  for  a  transfusion,  and  cannot  be  too  particular  about  where 
blood  comes  from. 

Bearing  the.se  thingsin  mind,  wehaveafewsuggestions and comme 
for  your  consideration : 

Ctae,  we  believe  that  the  U.S.  Department  of  A^culture  should 
virged  to  announce  immediately  a  final  loan  rate  for  the  1975  c 
equal  to  the  target  price.  If  it  could  be  done  administratively,  it  wo 
give  immediate  relief. 

The  Chairman.  Did  you  hear  my  discussion  with  the  Commissio 
of  Agriculture  from  Mississippi? 

Mr.  Shackleford.  I  was  nere  at  the  tail  end  of  that. 

The  Chaisman.  Wliat  do  you  recommend  as  the  loan  level  and 
the  tai^et  price?  The  loan  level  this  year,  I  believe,  goes  automaticf 
to  34.27  cents. 

Is  that  ri^t? 

Mr.  Shackelford.  That  is  the  first  loan  level,  is  that  not  rig 

They  have  the  option  of  setting  the  next  loan  level.  They  say  tJ 
can  go  up  or  down. 

The  Chairman.  What  do  you  think  we  sliould  set  the  loan  level 

Mr.  Shackelford.  38  cents. 

The  Chairman.  The  target  price? 

Mr.  Shackelford.  I  could  not  swear  to  the  target  price.  I  am  i 
comi)etent  to  do  that. 

The  Chairman.  At  or  near  the  cost  of  production? 

Mr.  Shackelford.  Certainly. 

The  Chairuan.  What  is  your  cost  of  production?  What  was  it 
1974  and  what  will  it  be  in  1975? 

Mr.  Shackelford.  My  bonks  arc  not  here,  Mr.  Chairman. 

The  Chairman.  What  is  your  best  guess? 

Mr.  Shackelford.  $250  an  acre. 

The  Chairman.  What  is  your  yield? 

Mr.  Shackelford.  Anywhere  from  a  bale  to  two  bales,  depend 
on  the  year. 

The  Chairuan.  What  does  that  cost  you  a  pound  to  produce? 

Mr.  Shackelford.  Roughly  40  cents  to  45  cents  a  pound. 

The  Chairman.  We  have  had  a  host  of  witnesses  before  this  co 
mittee,  particularly  last  week,  and  I  think  the  lowest  estimates  we  h 
on  cost  of  ^oduction  was  about  46  cents,  47  cents,  48  cents  in  i 
Missuisippi  Delta,  a  high  of  55  cents  in  the  Georgia,  South  Caroli 
fmd  North  Carolina  areas,  and  we  did  have  one  very  efficient  fam 
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from  Geoi^a  here  who  apparently  kept  very  good  books  and  made  a 
bale  and  a  half  to  the  acre,  and  estimated  His  cost  of  production  wbs 
37  cents  a  pound.  I  do  not  think  he  was  charg^g  anything  for 
management. 

^Ir.  Shackelford.  Ycr,  sir.  I  am  sure  he  was  not.  That  is  a  great 
isstie  as  to  what  the  loan  level  should  be. 

The  Chairman,  One  thing  that  concerns  me — remember  when  we 
had  the  loan  level  above  the  world  market  price? 
Mr.  Shackelford.  Yes,  air. 

The  Chairman.  All  the  cotton  went  in  the  warehouse  and  it  impeded 
it«  flow  in  international  trade.  We  lost  our  export  market,  accumulated 
17  million  bales  surplus  at  enormous  carrying  charges.  I  would  dislike 
to  see  a  repetition  of  that. 

Mr.  Shackelford.  So  would  we. 

The  Chairman.  At  the  same  time  I  realize  that  the  loan  level  and 
tai^et  price  now,  not  only  for  cotton,  but  for  these  other  basic  com- 
iriodities,  is  wholly  inadequate  in  view  of  the  inflationary  spiral  that 
iv'e  have  had  in  the  past  18  months. 

Mr.  Shackelford,  Mr.  Chairman,  let  me  a.sk  yo(i,  it  is  my  informa- 
tion that  the  target  price  in  years  after  this  one  was  supposed  to  be 
tied  to  the  cost  of  production. 

The  Chairman.  It  escalates  next  year,  to  my  recollection.  Remem- 
ber we  passed  a  bill  through  the  Senate  where  the  target  price  of 
Cotton  was  43  cents  with  an  escalation  clause  therein.  Then  we  went  to 
conference  with  the  House  and  we  were  threatened  with  a  veto,  so 
tHe  Senate  had  to  yield  in  order  to  get  a  bill  in.  Eighteen  months  ago 
<*  »i  r  bill  was  not  too  um-ealistic.  It  was  not  all  the  Senate  desired,  not 
^'hat  this  committee  desired.  In  the  legislative  field  it  is  the  order  of 
t^e  opossum,  the  best  we  could  get  at  that  time,  not  completely  and 
utterly  unrealistic,  as  it  is  now. 

Mr.  Shackelford.  Mr.  Chwrmau,  I  do  not  know  whether  you 
Noticed,  but  there  was  a  gentleman  sitting  over  there  who  buj-s  a 
World  of  fiber  for  a  fiber  company.  He  tells  me  that  his  cost  of  polyester 
staple  is  42  cents.  I  think  we  have  to  be  realistic  in  the  fact  that  we 
Cannot  set  the  loan  rate  for  cotton  at  a  price  that  would  hit  us  above 
that  level,  I  wish  I  were  smart  enough  to  say  where  the  loan  level 
Would  be.  That  is  something  we  discussed  among  ourselves.  None  of 
us  feels  competent  to  really  say.  We  did  not  figure  we  could  ever 
persuade  the  Agricultiire  Department  to  raise  it  above  the  present 
target  price,  and  that  is  the  reason  we  put  that  statement  there. 

The  Chairman.  Frankly,  I  do  not  know  what  we  could  do,  how 
much  hostility  we  will  meet  from  the  Department  or  the  White  House. 
I  think  it  is  encumbent  upon  this  committee — we  would  be  derelict  in 
our  duty  if  we  did  not  do  the  best  we  could. 

Mr.  Shackelford.  Yes,  sir.  If  they  pick  them  up  a  price,  they  can 
get  them  some  figures  to  justify  it.  They  always  have.  In  any  new  farm 
legislation,  the  target  price  should  be  raised  to  reflect  the  cost  of 
production.  Keeping  production  cost  information  current  will  be  a 
challenge  to  the  Department  of  Agriculture,  but  will  be  essential  if  the 
legislation  is  to  function  as  intended.  We  think  the  idea  of  establishing 
the  loan  as  a  percentage  of  the  target  price  has  merit  and  deserves 
consideration. 
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Forward  contracting  has  become  a  valuable  tool  for  both  buyers 
and  sellers  of  cotton.  Consideration  should  be  given  to  the  possibility 
of  underwriting  such  contracts,  and  to  the  desirability  of  some  type  of 
legislation  involving  the  sanctity  of  these  contracts.  It  is  our  under- 
standing that  bills  may  be  introduced  in  several  State  legislatures 
regarding  cotton  contracts.  I  have  heard  that  in  various  areas  of  the 
country  this  situation  lends  itself  to  confusion.  If  we  are  to  have 
legislation,  it  should  be  uniform  in  all  areas. 

I  will  have  to  close. 

The  Chairman.  Your  entire  statement  will  go  in  the  record.  I  hav^ 
asked  you  all  the  questions  I  would  have  under  any  conditions. 

What  size  acreage  allotment  do  you  have  for  cotton? 

Mr.  Shackelford.  I  have  judiciously  scattered  all  of  mine  around_ 
I  have  an  allotment  of  around  400  acres  personally.  My  family  rninrT 
cotton  in  other  farms  in  the  area. 

The  Chairman.  Leased  land  in  addition  to  your  allotment? 

Mr.  Shackelford.  I  plant  additional  land.  Last  year  I  plantetS 

about  1,200  acres,  but  my  allotment 

The  Chaibman.  What  is  the  going  rate  for  cotton  leased  in  Timiifiinnr^ 
now? 

Mr.  Shackelford.  You  cannot  give  it  away,  Mr.  Chairman. 

The  Chairman.  I  think  that  is  not  true  m  Georgia.  I  anticipators 
that  about  half  of  the  Georgia  cotton  acreage  last  year,  we  producec^^ 
about  410  bales  on  about  410  acres,  an  average  of  a  bale  an  acr^^. 
There  was  a  time,  I  think,  when  Geoma  was  second  or  third  larges  _t 
cotton  producer  of  any  State  in  the  Union.  We  are  way  down  th  _e 
scale  now.  I  think  Louisiana  produces  more  than  we  do  now,  do  the-  v 
not? 

Mr.  Shackelford.  On  the  average,  I  doubt  if  we  wilt  do  that  pe^B-  [t 
year,  Mr.  Chairman. 

The  Chairman.  I  think  half  the  cotton  acreage  will  go  into  soybeai^i^as 
this  year. 

Mr.  Shackelford.  You  will  see  that  trend  all  around  the  counti \: 

depending;  everybody,  every  farmer  I  know,  says  he  is  trying  to  kee^^p 
all  the  options  he  has  open  till  planting  time,  Mr.  Chairman. 

The  Chairman.  Thank  you  very  much  for  your  contribution. 

[The  prepared  statement  of  Mr.  Shackelford  follows;] 

Stateuent  o 

Mr.  ChaiTman,  my  name  is  Duke  Shackelford.  I  am  a  cotton  farmer  from  Joa  ^es, 
Louisiana,  and  a  member  of  the  Louisiana  Cotton  Producers  Associatioa,  '" 
whose  behalf  I  am  offering  testimony  today.  With  me  is  Sam  Leake,  a  cott;-  *" 
farmer  from  Newellton,  Iiouisiana,  who  ia  PrCHident  of  our  organiaation.  We  t=.^P- 
preclate  the  opportunity  to  offer  a  few  of  our  thoughts  to  this  committee. 

Mr.  Chairman,  the  entire  cotton  industry  ia  in  a  state  of  confusion  and  dou  ~S3t, 
Growers  are  particularly  troubled.  In  a  few  short  months  during  the  past  year,  —^"e 
have  seen  (he  price  of  cotton  fall  below  the  cost  of  production.  To  add  to  c:^'"' 
troubles,  large  areius  of  the  cotton  belt  experienced  some  of  the  moat  wretcf:»**f 
weather  that  we  have  endured  for  many  years.  We  hear  talk  of  "double-dijp*,'" 
inflation,  but  Gentlemen,  we  have  seen  the  prices  of  some  of  our  most  esaen*:-'^ 
production  inputs  double  and  triple.  I  don't  know  how  many  inflation  digits  3""      I 

Eercent  is,  but  it  must  be  a  bunch.  In  addition,  we  are  beset  with  a  continuows       I 
arrage  of  new  regulation.')  from  such  agencies  as  the  Environmental  Protectic 
Agency  aitd  the  Occupational  Safety  and  Health  Administration.  They  do  n"' 
have  one  thing  to  offer  that  does  not  add  to  ours  costs.  The  E.P.A.,  in  aU  of  its      ! 
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wisdom,  outlaws  our  most  effective  insecticides,  and  leaves  us  with  chemicals  that 
won't  kill  anything  but  people.  This  compounds  our  troubles  with  O.S.H.A. 
ro^^ulntiona  and  leaves  us  vulnerable  to  all  kluda  of  problems  in  this  area. 

j[r.  Chairman,  we  know  that  our  long  term  hopes  for  a  healthy  industry  are 
do-pendent  on  a  stronger  economy  both  here  and  abroad.  With  increased  demand 
fo*-  Mixtiles,  cotton  will  move  and  prices  will  strengthen.  The  trouble  is  that  the 
F>*"«blems  of  most  cotton  growers  are  inmediate.  That  means  "Now".  They  need 
firinncing  tor  the  1975  crop.  They  need  to  be  able  to  make  plans  with  reasonable 
iMj^urance  that  they  will  not  go  completely  broke  trying  to  carry  them  out.  The 
i»  \.-erage  cotton  fanner  is  like  a  man  bleeding  to  death.  He  can't  wait  a  year  for  a 
t  viiiuifusion,  and  can't  be  too  particular  about  where  the  blood  comes  from. 

Bearing  these  things  in  mind,  we  have  a  few  suggestions  and  comments  for 
>"c»ur  consideration: 

1.  We  believe  that  the  U.S.  Department  of  Agriculture  should  be  urged  to  an- 
JJounce  immediately  a  final  loan  rate  for  the  1975  crop  equal  to  the  target  price. 
^C*hi8  would  stabilixe  prices  and  help  growers  t/)  arrange  financing,  and  should  be 
*ione  as  soon  as  possible.  We  realize  that  this  requires  a  change  from  the  program 
*  hat  has  been  announced,  but  we  believe  that  conditions  make  it  justifiable. 

2.  In  any  new  farm  legislation,  the  target  price  should  be  raised  to  reSect  the 
*iost  of  production.  Keeping  production  cost  information  current  will  be  a  challenge 
t.o  the  l^partment  of  Agriculture,  but  will  be  essential  if  the  legislation  is  to 
fvjnction  ae  intended.  We  think  the  idea  of  establishing  the  loan  as  a  percentage  of 
t.he  target  price  has  merit  and  deserves  consideration. 

3.  Forward  contracting  has  become  a  valuable  tool  for  both  buyers  and  sellers 
♦>f  cotton.  Consideration  should  be  given  to  the  possibility  of  underwriting  such 
ctmtracts,  and  to  the  desirability  of  some  type  of  legislation  involving  the  sanctity 
of  these  contracts.  It  is  our  understanding  that  bilk  may  be  introduced  in  several 
«tnte  leipHlatures  regarding  cotton  contracts.  This  situation  lends  itself  to  con- 
f  up^ion.  If  we  are  to  have  legislation,  it  should  be  uniform  in  all  areas. 

4.  We  believe  that  research  and  promotion  pro-ams  now  under  way  are 
essential  to  increasing  cotton  coasumption  and  reducing  the  cost  of  production, 
and  that  they  should  be  expanded  and  fully  funded  each  year.  We  believe  that 
fiindK  Rpent  in  this  manner  should  be  considered  an  investment  rather  than  an 
expense,  as  they  work  tor  the  benefit  of  both  producer  and  consumer. 

a.  The  possibility  of  establishing  consumer  and  marketing  reserves  should  be 
cnuHidered  carefully.  If  reserves  are  established,  they  should  be  designed  so  that 
they  will  not  seriously  damage  agriculture's  marketing  avatem. 

In  connection  with  our  marketing  system,  we  urge  that  all  possible  Influence 
from  every  area  of  government  be  used  to  insure  that  certain  foreign  buyers  be 
required  to  honor  the  contracts  that  they  made  with  our  American  cotton  sbipperB. 
Their  attempts  to  renege  on  these  agreements  has  had  a  demoralizing  effect  on  our 
entire  industry. 

Mr.  Chairman,  we  don't  pretend  to  know  all  the  a 
the  many  economic  problems  that  beset  our  country  and  v 

difficult  to  pass  any  worthwhile  farm  legislation.  We  also  kuuw  viutii  n  buuuk 
American  agriculture  is  vital,  not  only  to  our  country,  but  to  the  entire  world.  It 
you  Rcntlenien  will  lead  the  way,  we  stand  ready  to  help  in  any  way  that  we  can. 

We  appreciate  and  thank  you  for  this  time. 

The  Chairman.  I  believe  we  have  one  more  witness  waiting,  Mr. 
Kobert  Ray,  vice  president  and  chairman  of  the  legislative  conunittee 
of  the  Beekeepers  Association  from  Tintah,  Minn. 

STAIEUENT  OF  BOBEBI  BAT,  VICE  FBESIDENT  ABS  CHAIBHAK, 
LEGISLATIVE  COUUirTEE,  AUEBICAN  BEEKEEPINO  FEDEKA- 
TIOH,  INC.,  TINTAH,  MINN, 

Mr.  Ray.  My  name  is  Robert  Ray,  I  am  vice  president  and  chwr- 
man  of  the  le^alative  committee  of  the  American  Beekeeping  Fed- 
eration which  IS  a  national  orpanization  with  membership  m  Minne- 
sota and  have  been  in  this  business  for  more  than  40  years. 

I  have  with  me  Morris  Weaver,  president  of  the  Beekeeping 
Federation. 
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We  thank  you  for  the  opportunity  to  present  on  behalf  of  our 
national  oi^anization  this  statement,  sujiporting  Senate  bill  513, 
which  in  the  interest  of  time  I  will  summarize. 

May  I  request  that  this  statement  and  attachments  be  included  in 
the  record? 

The  loan  and  purchase  program  for  honey  has  been  in  effect  since 
the  early  1950's  through  tne  1974  crop  year.  USDA  has  fuinounced 
there  will  be  no  loan  program  for  1975. 

USDA  officials  in  numerous  instances  have  referred  to  the  pro- 
gram as  a  model  or  ideal  ))rc^am  because  there  have  been  so  ver^ 
few  years  when  any  hooey  was  turned  over  to  Commodity  Credit 
Corporation. 

Tne  program  has  served  iti  intended  purpose  of  providing  readily 
available  interim  financing,  orderly  marketing,  stability  in  the  market 
and  support  for  producers  to  maint^n  honey  bee  population.^  to 
provide  the  pollination  necessary  for  viable  agricultural  production 
in  a  beneficial  manner  at  relatively  low  cost  to  the  Government. 

Those  few  years  in  which  a  takeover  was  effected  were  either  ver>' 
high  production  or  very  high  import  periods  or  a  combination  of 
both,  with  those  quantities  readily  afeorbed  by  the  school  lunch 
program. 

Honey  is  a  seasonally  produced  product  with  the  bulk  of  production 
coming  in  May,  June,  July  and  August;  vet  it  must  be  marketed 
throughout  the  year.  Our  handlers  generalW  are  not  able  to  absorb 
all  of  the  product  as  fast  as  it  is  produced.  Producers  must  be  able  to 
hold  at  least  a  portion  of  their  crop  for  several  months  to  obtain  a 
fair  market  price.  With  a  loan  program  available,  an  orderly  move- 
ment without  distress  dumping  has  been  possible. 

The  level  of  support  has  ranged  from  W)  percent  to  a  high  of  about 
70  percent  with  a  tendency  to  be  at  or  near  the  60-percent  level, 
particularly  the  last  4  or  5  years.  This  low  level  of  support  despite 
repeated  and  continuous  requests  from  our  industry  has  undoubtedly 
been  a  factor  in  generally  declining  use  of  the  program,  especially  the 
last  2  years  when  market  prices  were  far  above  the  loan  level. 

The  last  few  months  of  1974  did  show  some  increase  in  the  number 
of  loans,  as  noted  on  the  attached  statistics,  in  spite  of  the  low  level 
of  supjKjrt  and  very  high  interest  rates.  That  increased  usage  can  be 
correlated  with  a  slower  than  normal  movement  of  honey  from  the 
producer  to  the  packer  or  handler  primarily  due  to  verj'  high  imports 
and  the  inroads  on  the  market,  particularly  for  industrial  types  of 
honey,   that  the  new  isomerized  high  fructose  sirups  are  making. 

These  current  marketing  conditions  prevail  with  one  of  the  smallest 
crops  on  record  being  produced  in  1974,  bj-  a  slightly  increased  number 
of  colonies.  This  is  one  of  the  conditions  we  bdieve  the  loan  program 
was  originally  intended  to  cover  and  alleviate,  which  it  has  done  in 
the  past.  We  must  exjiect  increasing  competition  for  this  industrial 
use  market  from  the  new  sirups  as  production  facilities  are  increased. 
It  will  take  time  to  develop  new  markets  for  this  fype  of  honey.  We 
would  expect  greater  use  of  future  loan  programs  will  be  made,  if  as 
expected,  our  bulk  product  movement  remains  slow  due  to  this 
com|>ctition  and  the  relatively  high  cost  of  financing  supply  inventories 
by  our  packers  and  handlers  continues. 
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The  existence  of  the  honey  loan  program  has  also  provided  a  base  for 
iii\ach  more  extensive  financing  from  oanks  and  other  private  lending 
institutions.  We  would  expect  such  financing  to  be  much  more  diffi- 
ci.ll  t  to  obtain  and  at  reduced  levels  if  the  loan  program  is  nonexistent, 
esjjecially  for  those  who  are  just  getting  established. 

Jl  straight  purchase  program  alone  as  proposed  for  1975  can  not 
provide  the  financing,  orderly  marketing  and  stability  needed  by  our 
industry  to  provide  adequate  honey  bee  populations  for  the  pollination 
needs  of  our  total  agricultural  production  when  you  consider  that  more 
than  50  major  crops  with  a  value  far  in  excess  of  $1  billion  are  entirely 
dependent  on  honey  bee  pollination,  an  additional  $2  billion  in 
production  benefits  from  honey  bee  pollination  and  that  poUination 
serrice  is  mainly  dependent  on  the  sale  of  honey  for  sustenance. 
y/e  respectfully  request  steps  be  taken  to  reinstate  the  loan  int)gram 
pn  honey  and  submit  that  the  use  and  value  of  the  program  to  the 
industry  be  greatly  enhanced  by  increasing  the  minimum  support 
level. 

"We  would  expect  and  fully  intend  to  continue  to  move  om*  product 
into  the  marketplace  rather  than  to  Commodity  Credit  Corporation. 
ising  the  loan  program  for  its  originally  intended  purposes. 

Thank  you  for  your  consideration  of  our  request. 

The  Chairman.  Thank  you,  sir. 

Do  you  have  any  comment? 

!Mr,  Wbavsr.  No,  sir.  I  endorse  his  statement. 

The  Chairman.  I  thought  honey  was  bringing  a  very  high  price 
''^oause  of  the  high  price  of  sugar. 

^Ir.  Rat.  The  pnce  of  honey  went  up  ahead  of  the  price  of  sugar, 
^o     I  do  not  know  if  you  can  contribute  it;  it  helped  Keep  it  there. 

The  Cbaikman.  When  sugar  is  high  does  honey  go  up,  and  vice 
''^rsa,  does  honey  go  down? 

Air.  Rat.  It  has  always  been  a  competitive  team.  Honey,  as  a 
o^neral  rule,  is  not  affected  too  much  by  the  price  of  sugar. 

The  Chairman.  Can  a  diabetic  eat  honey? 

ilr.  Ray.  As  a  beekeeper,  I  might  say  yes,  but  I  would  infringe 
"F>«n  the  medical  profession  in  answering  that  question.  There  are 
^^Hie  that  can.  The  medical  profession  says  no,  not  as  a  general 
P*"actice. 

The  Chairman.  We  appreciate  your  contribution.  We  have  quite 
^  bee  industry  in  Georgia,  as  you  are  aware.  Do  you  lease  your  hives 
'^  people  to  pollinate  crops? 

3vlr,  Ray.  We  rent  them. 

The  Chairman.  That  is  what  I  mean. 

Mr.  Ray.   Yes. 

The  Chairman,  And  move  your  colonies  where  the  crops  are 
"i  ooming? 

Mr.  Ray.  Yes. 

The  Chairman.  Whet  do  you  feed  them  on,  clover? 

Mr.  Ray.  We  would  like  to.  Clover  production  is  going  down,  which 
's  a  factor  in  the  production  of  honey  in  the  whole  country. 

The  Chairman.  Any  questions,  Senator? 

Senator  Dole.  \o;  no  questions.  Thank  you  for  waiting. 
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[The  following  statements  were  submitted  by  Mr,  Ray:] 


The  Honey  Industry  Council  ia  composed  of  representstivea  from  the  Americai 
Beekeeping  Federation,  the  National  Honey  Packers  and  Dealers  Association 
the  American  Bee  Breeders  Association,  the  Bee  Industries  Association  and  othe: 
industry  organizations  and  is,  therefore,  a  composite  of  all  lioney  industry  orientet 
orHanizationa  in  the  U.S.A. 

In  the  interest  of  saving  time,  and  repetition  of  basic  facts,  we  wish  to  eoDcui 
with  and  support  tbe  statement  presented  by  Mr.  Robert  Ray,  on  behalf  of  thi 
American  Beelieeping  Federation  and  respectfully  request  the  reinstatement  o 
the  Honey  Loan  Program. 

Thanking  you  for  your  consideration. 


Sionx  HoNET  AssociATioir, 
Waj/ctvas,  Ga.,  February  13,  1976. 
Hon.  Hbruan  Talmadoe, 
Chairman,  Senate  Agriculture  and  Forest  Committee. 

Deab  Sekatob  Talmadoe;  Sioux  Honey  Association  is  an  Agricultur 
Marketing  Cooperative  of  member  beekeepers  producing  honey  in  38  states.  Tbi 
organization  processes  approximately  50  million  pounds  of  honey  annually,  ani 
markets  it  in  aU  50  States,  Great  Britain,  Europe,  and  the  For  East. 

On  behalf  of  the  1200  members  of  The  Sioux  Honey  Association,  I  wish  to  urg< 
your  support  of  Senate  Bill  #513  which  has  been  introduced  to  reinstate  the  Loai 
Support  Program  on  honey  and  other  farm  products. 

A.S  a  marketing  cooperative,  owned  by  American  beekeepers,  Sioux  Hone: 
Association  has  been  a  major  factor  in  providing  a  stable  mariiet  for  our  product 
Over  the  years  The  Loan  Support  Program  has  been  another  very  importan 
contributor  toward  an  orderly  market  of  honey.  This  program  provided  s  source  C 
interim  financing  which  enabled  the  beekeeper  to  await  optimum  marketing  cor 
ditions,  without  creating  an  undue  burden  upon  the  U.S.  Dept.  of  Agriculture  c 
the  taxpayer. 

It  is  vitally  important  to  the  food  production  of  America  that  a  sufficiei 
honeybee  population  be  maintained  to  insure  adequate  pollination  of  numeroa 
fruits,  nuts,  vegetables  and  important  seed  crops,  that  depend  upon  the  honeytM 
for  maximum  yields. 

The  SiouK  Honey  Association  stron^y  urges  your  stfpport  of  necessary  cam 
gres.sional  action  to  re-instata  the  Honey  Loan  Program  m  its  original  form. 
Sincerely, 

Harby  Rodenbebq, 

President. 


Whereas,  tbe  United  States  Department  of  Agriculture  has  tmnounced  it%.. 
there  will  be  no  honey  loan  program  for  1975  crop  honey,  and; 

Whereas,  lioney  is  a  seasonally  produced  commodity,  and; 

Whereas,  the  honey  loan  program  has  given  beekeepers  interim  financiiig  a>x 
stability  in  the  market  place,  and; 

Whereas,  the  honey  loan  program  has  cost  the  government  very  little  mon< 
while  greatly  benefiting  honey  producers;  therefore,  be  it 

Resolved,  That  the  American  Beekeeping  Federation  in  convention  asaembl* 
this  24th  day  of  January,  1975,  request  the  Secretary  of  Agriculture  to  reconsid' 
this  announcement,  reinstate  the  honey  lo3ii  program  for  1975  and  succeediz 
years;  be  it  further 

Resolved,  That  the  Secretary  of  Agriculture  be  urgently  requested  to  suppo 
honey  at  90%  of  parity  and  reduce  the  high  interest  rate  on  loans. 
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U.S.  Department  of  Aoricultubk, 

Statistical  REPORTiEfo  Sebtick, 
WathiTtifUm,  D.C.,  January  IB,  1076. 

ANNUAL  SUMMARY  or  1074 

Honey  produced  in  the  United  States  during  1974  totaled  185  million  pounds — 
own  22  percent  from  the  1973  crop,  luscordinE  to  the  Crop  Reporting  Board.  Thiit 
€&r'g  honey  crop  was  produced  by  4.2  million  coloniea,  up  2  percent  from  the 
revious  year.  Yield  of  honey  per  colony  was  44.2  pounds,  compared  with  57.9 
>  1973.  Beeswax  production  totaled  3.4  million  pounds  in  1974,  down  19  percent 
-om  1973. 

HOKEY  AND  BEESWAX:  PRODUCTION  AND  VALUE  OF  PRODUCTION,  AND  HONEY  STOCKS,  196S-I4 
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The  Chairman.  At  this  point,  I  will  insert  statements  of 
Cdtt"in  M.  Wheeler  of  the  Fertilizer  Institute  and  Mr.  Rodne 
jconard,  Community  Nutrition  Institute. 

[The  statement  of  Mr.  Wheeler  follows:] 


The  food  cost  to  over  200,000,000  Amencftns  is  the  number  one  economic 
oday.  Inflation,  job  Iosh,  etc.,  are  of  sccondaiy  imptntance.  Indeed,  wi 
I'ithout  employment,  euatenanoe  is  paramount-  Whether  the  foregoing  truii 
lased  on  a  scientific  survey  or  on  everyday  casual  conversation,  no  one  cat 
eflsfully  dispute  this  conclusion. 

What  to  do  about  this  situation  is  tied  directly  to  the  question  of  taroet  i 
3an  levels,  etc.,  being  considered  by  this  committee.  The  vexatious  diiestTi 

1.  High  food  prices, 

2.  Generally  high  food  demand, 

3.  Low  world  grain  reserves, 

4.  Sagging  grain,  dairy,  poultry,  and  livestock  prices,  and 

5.  Soaring  farm  input  costs. 

)1  these  (and  more)  must  meld  into  your  considerations.  The  delicate  relatio 
f  profitable  grain  farming  without  pricing  feed  out  of  reach  of  the  poultry,  i 
nd  livestock  operator  is  a  classic  example  of  the  care  needed  in  the  final  If 
ion.  What  is  done  here  affecta  millions  around  the  world;  it  affects  OUT  abil 
urchase  energy  and  ores  that  we  must  import. 
To  meet  our  national  goal  of  mttiiimum  tann  production  the  farmer  is  ru 
is  "factory"  all  out  as  the  chart  below  would  indicate. 

U.S.  CROP  LAND 


CO 

322. 

21 

»L2 

328. 

0 

32S.S 

Nala;  Nolill  afflcltl  rtductioni  al  itt-islda  Kraiia  lie  nKuurlly  plinlid. 
Sgurct;  W,  R,  Gran  k  Co. 

One  would  assume  that  the  full  throttle  approach  would  begin  to  trigger 
I  reserves.  Alas,  it  has  not.  From  the  second  chart  and,  more  particularl3 
ght-hand  column  marked  "Days  Supply  on  Hand,"  the  world  situati 
arming — only  34,7  days  on  hand  (preliminary  eatimale)  to  only  26.7  da 
ind  is  forecast  for  1975. 
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WORLD  FDOO  PRODUCTION,  COHSUMPIIOH  AND  STOCK$  l96t-TS 
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Sourn:  W.R.G<K(aCo. 

An  anomaly  presents  itself  in  that  grain  demand  aod  farmer  price  hoe  Boft«ned 
in  the  face  of  tnese  veiy  low  reaerven.  With  slackening  demand,  prices  fanners 
received  have  declined.  U8DA  recently  reported  (Agricultural  Prices,  Jan.  15, 
1975)  as  toUows: 


Jin.  IS.  1974 

JM.  15,  lf7S 

Si! 

., :e  this  report  was  prepared  these  three  basics  have  slipped  back- 
ward, ever  downward.  Summed  up,  the  world's  economy  is  such  that  many 
nations  simply  can't  buy  either  what  they  formerly  purchased  or  wluit  th«y 
need.  Blame  it  on  oil  prices  or  what  you  will,  many  nations  simply  don't  have  toe 
f fee  foreign  exchange  necessary  to  satisfy  their  needs. 

In  our  own  country  a  general  belt  tightening  is  obvious  in  meat  purchases, 
<^'othing,  etc.  This  does  not  in  any  wise  indicate  a  diminution  of  need,  it  is  simply 
the  inability  to  pay. 

To  cheapen  food  prices  our  national  policy  of  maximum  production  is  going 
J*>  reduce  what  the  farmer  receives.  This  is  occurring  precisely  at  the  B&me  time 
'^■s  input  costs  are  soaring.  The  next  several  charts  tell  the  same  story — bad 
news  for  our  farmer. 

|l[Hl*x  1M7-II101 

Un.  15. 1974         Ji*.  15.  WS 


K|2»r««l«d 
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Note  the  22  point  rise  in  expenses  and  the  24  point  decline  in  receipts.  If  this 
''•^nd  is  not  baited  the  farmer  is  on  a  collision  course  with  bankruptcy. 

Viewed  from  another  angle,  the  same  picture  emerges.  One  should  particutaily 
note  the  steady  upward  rise  of  all  inputs.  Our  industry,  fertUiser,  disastrously 
(to  u.s)  lagged  behind.  We,  too,  have  now  joined  the  parade. 
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PllCiS  Of  SEUGED  FAU  INPUTS 


Fertilizer  prices  have  r 

abor  and  transportation  i.  , , „  .     ..  „ 

demand  (more  tnan  we  can  supply)  have  both  contributed  to  the  situation.  Foreign 
governments  would,  for  many  reasons,  much  rather  keep  their  farm  populace 
employed  growing  their  own  grain,  hence  the  burgeoning  demand  for  U.8,  fertiliser. 
We  respectfully  remind  the  Committee  that  for  several  years  (1968,  1969  ft  1970) 
we  were  a  loss  industry.  No  new  capacity  was  brought  on  stream,  it  was  not 
needed.  When  the  demand  dam  buret  we  couldn't  stem  it.  Our  produoers  are  in 
the  advanced  stages  of  a  tremendous  expansion  program — -well  over  $5  billion 
announced  and  under  contract.  Kehef  is  on  the  way  but  for  the  foreeieeable  future 
fertilizer  prices  will  remain  Uke  total  demand,  high.  We  are  large  energv  users. 
Our  farmers  are  large,  very  large,  energy  users.  If  energy  costs  remain  tigh,  as 
most  authorities  believe  they  will,  farm  costs  will  remain  nigh. 

What  then  should  be  done  in  view  of  the  need  for  high  production,  lower  total 
consumer  food  costs,  high  input  co8ts  of  all  kinds,  competitive  export  and/or 
humanitarian  needs?  Clearly,  there  must  be  some  form  of  assurance  to  the  reat 
riik  taker  in  the  foregoing  formula,  ft  is  the  farmer  who  is  being  aeked  Ic  bear  all  the 
bjirden  of  over-production,  leeatker,  inflalionary  eosia,  and  no  one  elee.  He  has  been 
through  the  mid-'60  debacle  of  being  urged  to  produce — nearly  to  the  point  of  his 
destruction. 

We,  therefore,  strongly  urge  the  Committee  in  considering  the  new  or  revised 
legislation  to  remember  that  during  the  much  derided  period  of  "surpluses," 
"storage  charges,"  etc.,  we  had  our  most  stable  food  prices  and  supply  known  in 
our  nation's  recent  history.  That  while  these  storage  charges  and  government 
subsidies  were  damned  on  many  occasions  and  were,  in  fact,  substantial  drains 
on  our  federal  budget,  one  should  aek,  "Was  the  insurance  premium  (subsidy  and 
storage  expense)  too  high  to  assure  stable  domestic  consumer  prices,  adequate 
grain  reserves  for  humanitarian  and  political  purposes  abroadr'  Whether  one 
agrees  or  disagrees  with  the  torpgoing,  surely  our  most  urban  con<mmer-oriented 
legislator  or  citiaen  must  see  the  necessity  of  an  on-going,  ever-growing  food 
production,  even  if  at  times  Federal  monies  are  required. 

Our  farmers  should  be  assured  of  target  prices  that  reflect,  as  a  minimum,  his 
input  costs.  These  input  costs  are  readily  identifiable  on  bt>th  a  historic  and  current 
base.  By  use  of  index  devices  as  his  input  costs  rise  his  target  prices  should  go 
hand  in  hand.  A  safety  valve  is  not  necessary  if  grain  phmted  in  the  spring  agnlnnt 
one  input  index  could  be  sold  in  the  fall  at  booming  prices — the  free  market  hns 
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t*K'<3l«ct«d  him.  On  the  ather  hand,  if  prices  fell  sharply  the  target  price  would,  as 
^  rninimuin,  assure  him  (1)  of  a  breaic-even  operation,  (2)  and  encourage  him  to 
^'-O-y  in  the  business  of  fooid  production  tor  at  least  the  cominc  new  year. 

Arbitrary  Congressionally  tixed  target  prices  do  not  do  what  the  legLshitive 
*uthorB  want  or  the  farmers  need.  Flexibility  and  realism  as  adjusted  by  the 
LtktTners  input  cost  (market)  and  output  (maJket)  should  be  built  into  the  new 
I'JgisIation — effective  with  the  enactment  of  the  bill. 

Obviously,  safeguards  must  be  included  which  will  not  encourage  wild  un- 
t^eeded  over-production  of  certain  crops.  Indeed,  a  parity  feature  or  ratio  between 
dairy,  poultry,  and  livestock  prices,  and  feed  grains  (target)  prices  should  receive 
careful  consideration. 

All  of  ue  as  consumers,  farm  supphera,  citizens,  must  realiie  that  filing  farmers 
or  depressive  farm  prices — below  the  farmers  production  costs — mean  an  im- 
mediate drop  in  food  supply.  Is  is  not,  therefore,  to  the  best  interest  of  us  all  to 
f«^  that  our  food  supply  continues  at  a  high  level?  Is  not  an  assurance  to  the 
risk  taker  of  adequate  return  for  his  efforts  a  very  minimal  act  on  the  part  of  the 
government  representing  200,000,000  people?  And  many  more  who  can  not  help 
themselves? 

Compared  to  the  proposed  1976  budget  of  $350,000,000,000  the  cost  would  be 
hard  to  identify.  Loss  of  farmers  and  their  production  or  people  starving,  on  the 
other  hand,  would  be  found  easily  indeed.  We  as  a  nation  cannot  afford  that  risk. 


Mr.  Chairman,  my  testimony  submitted  yesterday  as  you  were  compelled  to 
go  to  the  floor  was  germaine  as  to  the  earlier  hearings  on  the  inquiry  into  target 
prices,  loan,  etc.  It  did  not  address  itself,  however,  to  the  inquiry  into  P.L.  480  and 
the  other  ramifications  <rf  food  reUef  to  the  emerging  nations. 

In  w^ting  to  testify  I  couldn't  help  but  think  to  myself,  "We're  missing  testi- 
mony and  witnesses  that  should  be  heard  from— the  proposed  recipients."  By  this, 
I  mean  that  before  we  undertake  either  fire  brigade  relief  or  long  term  action,  we 
ought  to  have  additional  fact  as  to  what  is  going  on  within  the  principal  recipient 
nations  of  our  country's  largess. 

That  there  is  a  real  need  or  urgency  to  temporarily  tide  certain  nations  over  can 
hardly  be  doubted.  That  the  U.S.  can  continue  to  shoulder  this  growing  popula- 
tion food  burden  over  the  long  pull  can  hardly  be  doubted.  What  then  after  we 
douse  the  current  fire? 

First  the  committee,  after  identifying  the  historical  major  recipients  ought  to 
investigate  what  these  recipients  are  currently  doing  in  the  way  of  self-help.  I  can 
attsure  you  it  would  be  an  eye-opener.  For  example,  some  of  these  nations  are 
artificially  depressing  the  price  of  indigenous  produced  foods  below  their  real  mar^ 
ket  value.  While  it  is  done  in  the  name  of  inflation  fighting,  the  reaction  of  the 
farmer  is  what  one  would  expect.  He  grows  just  enough  to  feed  his  family.  He  will 
not  use  fertilizer,  pesticides,  etc,  which  all  of  the  green  revolution  hybrids  must 
have.  Put  another  way,  where  these  inputs  are  being  imported,  they  are  pur- 
cha.'^ed  on  the  world  market  for  world  prices  and  they  are  expensive — very  ex- 
pensive. But,  for  example,  as  has  been  proven  in  India,  Sri  Lanka  and  South  Viet- 
nam, if  a  farmer  gets  say  S160  a  ton  for  rice  and  urea  costs  S400-$SOO  a  ton,  the 
farmer  won't  buy  the  nutrient. 

Contrary  to  some  fuzzy  thinking  (or  thinkers),  the  farmer  around  the  world  is 
the  soundest  economist  known.  He  may  be  illiterate,  but  he  knows  when  his  costs 
exceed  his  income;  he  knows  in  his  own  mind  when  he  should  step  up  production  or 

Secretary  Butz  received  much  criticism  at  Rome  for  saying  about  the  same 
thing,  but  he  is  right.  Therefore,  the  Committee  should  make  an  in-depth  inquiry 
an  to  these  distorting  economic  practices  to  see  if  the  recipients  are  eoer  going  to 
start  feeding  themselves. 

Second,  much  has  been  made  over  the  fertihzer  shortage  per  se  being  responsible 
for  the  food  crisis.  We  have  serious  reasons  to  doubt  this.  Attached  is  the  moat 
recent  authoritative  news  from  India,  the  January  1,  1975  "Fertilizer  Marketing 
News"  published  by  The  Fertiliier  Association  of  India.  It  is  important  to  note 
the  observation  therein,  "This  downward  trend  in  consumption  is  causing  concern 
to  the  industry  as  well  as  to  the  (Government)  planners,  as  in  the  ultimate 
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nnalysifl,  it  will  tell  upon  the  overall  agricultural  production."  Information 
available  to  us  here  clearij'  indicates  India,  amon^  othere,  has  a  "back  up"  it 
the  supply  line,  i.e.,  they  are  having  trouble  eeUing  what  they  have.  Recent 
public  tenders  by  the  emerging  nations  show  that  while  prices  are  very  high 
every  material  sought  had  from  3-5  tons  offered  for  every  one  ton  requested. 

Third,  we  are  discouraged  at^the  lack  of  progress  the  emerging  nations  art 
making  in  securing  maximum  production  from  their  own  plants.  Many  of  tbesi 
facilities  are  running  in  the  60%  of  capacity  area.  Contrast  this  to  the  90-05^ 
rate  of  Japan,  Canada,  the  U.S.  and  Europe— something  is  wrong,  lliese  nation.' 
are  long  on  excuses  and  short  on  remedial  action. 

All  (rf  this  leads  me  to  stron^y  urge  that  some  conditions  on  long-ranRe  fooc 
aid  must  be  tied  to  stem  conditions  relating  to  self-help  progress.  FaSing  tnia,  wi 
will  be  bailing  out  this  growing  population  in  perpetuity.  I  do  not  think  we  car 
'^^y  "you  must  change  your  political  system."  I  do  advooAte,  however,  a  realjstii 
approach  to  solutions  of  these  problems  by  firm  commitments  from  Uiem  to  pu' 

"i...    ..    ..,  ...  ...  . 

to  the  Committee's  record. 

IFioiii  tbB  FerlEUaeT  Uarketlii£  News,  Jan.  10Tt| 

Dear  Readers,  I  wish  you  all  a  very  happy  and  prosperous  New  Year. 

Ah  we  step  into  1975,  Ferliliaer  Marketing  News  enters  the  sixth  year  of  Itf 
life.  The  success  it  has  achieved  in  its  brief  span  of  existence  is  mainly  due  to  tlu 
support  it  has  had  from  you.  I  hope  it  will  continue  to  receive  your  patronage 
in  abundant  measure  in  the  years  to  come. 

The  reported  slacknes.s  in  fertiliser  offtake,  which  developed  in  the  past  year 
is  attributed,  amongst  other  factors,  to  the  aberrant  weather,  physicM  control: 
on  distribution,  credit  squeeze  and  hike  in  fertili^ier  prices.  The  vagaries  of  weathe 
have  been  responsible  for  droughts  and  floods;  physical  controls  at  priniar< 
level  came  in  the  way  of  smooth  and  timely  flow  of  fertiliaera  from  producer  tt 
dealers  and  dealers  to  farmers;  credit  squeeze  severely  restricted  the  availabilit; 
of  distribution  and  production  credits;  and  high  prices  have  raised  the  coitt  o 
cultivation  of  the  farmer  who  has  to  relate  it  to  a  commensurate  increase  in  prices 
of  end  produce.  This  does  not  always  happen — certainly  not  up  to  his  expectation. 
There  may  be  many  other  reasons  too. 

It  has  not  been  possible  so  far  to  quantify  the  impact  of  known  causes  on  the 
offtake.  Nevertheless,  the  tact  remains  that  consumption  has  fallen  in  many 
States  or  in  certain  areas  within  a  State.  This  downward  trend  in  consumption  t" 
causing  concern  to  the  industry  a.*  well  as  to  the  planners  as  in  the  ultimate  analysL' 
it  will  tell  upon  the  overall  agricultural  production.  We  must  sustain  the  pro- 
jected increase  in  fertiliser  connumption  to  ensure  that  our  agricultural  produc- 
tion targets  are  achieved.  The  only  acceptable  deviation  from  the  targeted  con- 
sumption can  be  the  marginal  »<avings  arising  from  adoption  of  both  managcigeni 
practices  which  would  result  in  a  higher  fertiliser  use  emciency.  To  ensure  this  w< 
must  have  a  better  assessment  of  the  actual  situation  from  which  only  can  arise 
suitable  remedial  measures  to  get  back  on  rails. 

The  correct  assessment  of  trie  situation  is  important  from  another  point  alao 
It  formij  the  basis  of  future  demand  estimates,  domestic  fertiliser  production  anc 
import  programmes  for  197.^76. 

FAI  have  initiated  an  exercise  of  identifying  the  causes  and  quantifying  tbeli 
impact  on  the  offtake.  Perhaps,  the  first  round  of  1975  Zon^  Conferences  Uii; 
month  would  also  provide  some  useful  data.  I  would,  however,  welcome  youi 
observations  on  this  aspect. 
Yours  truly 

Satta  Nand. 

[The  statement  of  Mr.  Leonard  follows:] 
Statement    of    Rodnet    E. 


I  am  Rodney  E.  Leonard,  executive  director  of  the  Community  Nutrition 
Institute  of  Washington,  D.C.  The  Institute  specialiies  in  research,  advocacy, 
information,  training  and  technical  assistance  in  the  development,  implementatior 
and  operation  of  food  and  nutrition  programs,  and  in  programs  for  tne  aging.  W( 
also  participate  in  consumer  oriented  activities,  particularly  on  food  and  nutrition 
topics. 
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With  me  is  Robert  Greenstein,  associate  editor  iif  CNI'b  Weekly  Report,  who 
i«  the  Institute's  food  stamp  policy  analyst.  We  are  here  to  testify  on  the  needed 
rcviidona  in  the  food  stamp  program. 

I  wish  to  commend  this  committee  and  the  whole  Congress  for  the  prompt  and 
cleci>dve  action  earUer  this  month  in  forestatliiiK  the  proposed  increase  in  food 
stomp  prices.  The  action  sensibly  maint^ns  the  food  stamp  program,  avoids 
adding  to  recession  and  unemployment  problems  and  allows  Congress  the  time  to 
C(in!ader  structural  and  administrative  issues. 

One  such  structural  issue  is  the  need  to  reduce  the  cost  of  stamps  which  the 
p<»or  are  now  required  to  pav,  and  one  administrative  issue  is  the  need  to  assure 
thut  all  applications  for  food  stamps  will  be  fully  processed  within  30  days  of  an 
applicant  s  initial  contact  with  a  food  stamp  office. 

Studies  in  North  Dalcota  in  1972  and  in  New  York  State  in  1974  showed  that  the 
high  price  of  food  stamps  was  the  major  cause  for  nonparticlpation  in  the  food 
etunip  program  by  eligible  low  income  households  in  those  areas. 

Severe  inflation,  combined  with  an  expanding  recession,  has  made  the  problem 
of  high  food  stamp  prices  more  diflicult  in  the  past  few  years.  Rent,  heat,  utilities 
"nd  other  fised  cost  necessities  are  rising  sharply,  and  poor  families  have  less 
income  than  before  to  spend  on  food  stamps.  This  is  one  of  the  likely  reasons  why 
participation  in  the  food  stamp  and  commodity  distribution  programs  did  not 
Brow  (or  three  years,  from  December  1971  through  September  1974,  even  though 
this  was  a  period  when  the  implementation  of  federal  income  eligibility  standards 
for  food  stamps  and  the  severe  food  price  inflation  combined  to  malie  millions  of 
peRons  eligible  for  stamps  for  the  first  time.  (The  sharp  increase  in  unemploy- 
ment has  added  two  million  persons  to  the  program  In  the  last  four  months,  but 
(•nee  the  job  marliet  grows  again,  food  stamp  participation  can  be  expected  to 
decline.) 

A  decrease  in  the  cost  of  food  stamps  would  not  only  increase  participation,  but 
^^)  would  do  for  those  who  cannot  pay  taxes  what  the  system  of  tax  rebates  and 
credits  will  do  for  those  who  can  pay  taxes.  A  modest  decrease  in  food  stamp 
prices  will  enable  the  poor,  the  aged  the  unemployed  and  dependent  to  obtain 
3  small  amount  of  additional  purchasing  power. 

We  are  grateful,  therefore,  that  a  large  number  of  Senators  have  joined  to 
sponsor  S.  13,  a  bill  which  would  set  a  25  percent  ceiling  on  net  income  as  the 
maximum  purchase  price. 

The  proposed  legislation  would  provide  special  relief  to  large  families.  The 
Committee  has  seen,  I'm  sure,  the  recent  article  on  food  stamp  reform  in  the 
Washington  Post  by  Jodie  Allen  (who  was  not  identified  in  the  Post  os  a  paid 
consultant  to  USDA's  food  stamp  division).  Ms.  Allen's  article  is  generally  a 
highly  misleading  argument  for  a  standard  deduction  system,  but  it  also  malces  the 
point  that  large  families  pay  a  larger  proportion  of  their  income  for  stamps  than 
do  smaller  families,  who  generally  have  fewer  other  expenses.  Without  going  into 
all  the  Allen/USDA  arguments  for  a  standard  deduction,  the  25  percent  ceiline 
will  solve  the  major  inequity  which  now  exists,  and  would  focus  welcome  reli^ 
on  large  families. 

S.  13  does  not,  however,  do  anything  to  help  reduce  the  long  waiting  periods 
now  being  experienced  in  the  program.  In  many  areas,  persons  must  wait  one  to 
three  montlis  for  an  appointment  to  apply ;  another  month  is  consumed  in  waiting 
for  the  first  stamps.  It  is  fairly  common  now  for  new  applicants  to  be  told  to 
come  back  in  April  or  May.  What  are  they  supposed  to  do  in  the  meantime? 

We  urge  the  committee  to  require  a  30  day  maximum  on  processing  time  from 
the  date  of  an  applicant's  initial  contact  with  the  food  stamp  office.  This  may 
require  the  Committee,  and  the  Congress,  to  establish  minimum  stalling  patterns 
and  staff  training  standards  as  a  condition  for  federal  administrative  funds.  It  also 
maj-  require  the  Committee  to  investigate  administrative  inadequacies,  and  to 
question  current  uses  of  administrative  funds. 

For  example,  there  is  reason  to  believe  that  the  states  are  using  the  recently 
increased  federal  share  of  food  stamp  administrative  costs  to,  in  effect,  finance 
other  state  programs  that  have  nothing  to  do  with  food  stamps.  We  have  been 
told  that  some  states  are  replacing  state  dollars  originally  budgeted  for  food 
stamp  administration  with  the  newly  increased  dollars  of  the  federal  share,  an 
action  which  is  contrary  to  the  intent  of  this  Committee  when  P.L.  97-347  was 
passed  last  year.  We  hope  the  Committee  can  amend  S.  13  to  deal  with  this  problem. 
We  also  urge  the  committee  to  delete  several  other  provisions  now  contained  in 


S.  ]3,  particularly  the  provision  dealing  with  public  assistance  withholding.  8. 13 
would  repeal  an  amendment  contained  in  P.L.  93-86,  and  scheduled  to  go  into 
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■ffect  July  1,  1975,  that  would  require  states  to  offer  public  asaiatance  recipient 
he  option  of  having  their  food  stamp  purchase  price  deducted  from  their  oh 
istancc  pavmcnt  each  month,  and  then  having  their  food  stamps  sent  in  the  mail 

We  think  that  the  public  assistance  withholding  amendment  in  P.L.  93-8) 
vas  wise.  Public  assistance  withholding  allows  assistance  recipients  to  purcbasi 
iH)d  stamps  without  having  to  gather  a  large  amount  of  cash  and  travel  to  th< 
iHid  stamp  office  each  month  to  make  a  purchase.  This  feature  is  eapeciall] 
mportant  in  rural  Hrea-s  where  food  stamp  offices  may  be  a  good  distance  away 

The  State  of  West  Virginia,  for  example,  haa  been  offering  the  witbholdinj 
■ption  for  yenrs,  and  contends  it  is  one  of  the  major  strengtns  of  its  program 
5onaId  Roberts,  the  state'p!  food  stamp  director,  has  informeaus  that  witbholdin{ 
s  coKting  his  state  only  4-"i  cents  a  transaction  as  compared  to  a  70  cent  cost  if  th( 
ransuction  is  completed  through  a  bank.  It  costs  the  state  S1.40  a  transaction  11 
Dod  stamps  are  sold  at  a  local  food  stamp  office.  Roberts  says  withholding  has 
icon  very  helpful  to  rural  residents  since  public  transportation  does  not  exist  it 
naat  rural  iveas.  He  reports  that  when  state  welfare  covered  the  aged,  blind,  anc 
lisublcd,  West  Virginia  offered  the  withholding  option  to  these  people  and  13,00C 
if  them  participated  in  the  food  stamp  program.  Now  that  the  Supplemental 
iecurity  Income  program  has  replaced  public  assistance,  and  withholding  is  nt 
ungcr  possible,  the  number  of  aged,  blind,  and  disabled  using  food  stamps  hai 
Iropped  to  about  12,000. 

A  1972  pilot  study  on  nublic  assistance  withholding  in  several  California  coun- 
ics  found  substantially  tne  same  results  as  in  West  Vii^nia.  Here,  again,  publit 
Msistance  withholding  proved  the  least  expensive  way  of  issuing  food  stamps 
l^s  pilot  study  idso  found  fears  of  theft  of  food  stamps  sent  through  the  mail  t( 
>e  Lirsely  unfounded,  even  in  urban  areas  like  Los  Angeles.  In  the  aftermath  ol 
he  pilot  study,  use  of  public  ossistance  withholding  has  now  spread  to  nearlj 
uilf  of  California's  counties. 

The  principal  arguments  against  withholding  have  been  advanced  by  stati 
I'clfare  officials  who  feel  the  process  would  be  administratively  difficult  anc 
ostly.  The  experiences  in  West  Vir^nia  and  California  indicate  that  withholding 
*  actually  less  costly  per  transaction,  and  that  the  program  can  be  effectivelj 
dminist«red  without  great  trouble.  In  addition,  it  is  difficult  to  accept  the  cosl 
rgument  when  states  appear  to  be  replacing  state  administrative  dollars  witl 
L-deral  dollars  to  administer  the  program. 

There  is  another  nrgument  for  maintaining  the  option.  An  energy  audit  wouk 
how  the  withholding  option  to  be  far  less  costly  than  requiring  families  to  indi 
idually  drive  or  engage  transportation  from  their  home  to  the  food  stamp  office 
r  iKink. 

We  also  disagree  with  the  provision  of  S.  13  to  make  all  SSI  recipients  auto 
aitically  eligible  for  f<M)d  stamps.  This  provision  would  not  affect  anyone  in  4- 
tatcs  where  SSI  recipients  are  now  eligible  for  food  stamps.  But  it  would  mnki 

major  change  in  the  five  states  where  food  xtamiM  have  occn  "cashed  out."  Id 
"ulifornia,  Slassachusctts,  Nevada,  New  York  and  Wisconsin,  SSI  recipients 
iirrcntty  receive  $10  a  month  as  a  food  stMnp  "cush-out"  payment,  and  arc  thus 
wliglble  for  stamps. 

S.  Ui  would  give  these  individuals  both  the  SIO  cualt-out  and  food  stamps,  and 
hen  the  Congrcs.''  is  faced  with  the  dilemma  of  either  taking  away  the  $10  from 
eople  in  five  states  or  extending  the  feature  to  all  other  states. 

It  the  $10  were  taken  away,  which  is  certainly  the  likely  prospect,  then  about 
tie  niillicm  aged,  blind  or  disabled  persons  would  be  affected.  We  would  estimate 
hilt  less  than  half  would  join  the  food  stjimp  program,  based  on  experiences  in 
thrr  states.  This  means  that  more  than  jOO,000  persons  would  lose  $10  a  month, 
nd  gfsi  nothing  in  return. 

Moreover,  this  provision  in  S.  13  would  move  federiJ  benefit  programs  in  the 
rong  direction — from  administrative  siinpliflcation  to  administrative  com- 
lexity  by  requiring  S^l  recipients  in  these  a  states  to  be  processed  through  two 
n^O'iims  instead  of  one. 

U'c  then-fore  think  the  Committee  should  make  the  present  SSI/food  stamp 
rrungements  permanent.  This  waj-,  every  state  would  tiiive  either  food  stamp 
ligibility  or  cftsh-out  payments  for  its  SSI  recipients.  This  arrangement  is  a  fair 
nd  equitable  solution. 

Let  me  conclude  my  testimony  with  these  few  and  final  comments.  We  urge 
le  Committee  to  give  favorable  consideration  to  S.  13,  with  the  additions  and 
eletirins  we  have  cited.  Two  other  provisions  in  S.  13  arc  sensible  and  useful.  It 
lakes  sense  to  repeal  the  current  provLiion  of  food  stamp  law  which  requires 
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that  the  dollar  value  of  in-kind  housing  provided  by  an  employer  to  an  employee 
be  counted  as  income.  Food  stamp  officials  are  oat  equipped  to  estimate  the  value 
(if  housing,  or  to  determiae  whether  or  not  such  housing  ia  aubBtandard.  USDA 
is  uLjo  recommending  that  this  provision  be  repealed. 

It  also  makea  sense  to  allow  food  stamp  recipients  of  any  age  who  are  physically 
unabie  to  leave  their  home — because  of  illness  or  injury — to  pay  for  meals  from 
noQ-pfoiit  meals-on-wheels  oi^aniiations  with  food  stamps.  S.  13  includes  such 
u  proviRion. 

Thank  you  for  your  attention.  We  will  be  happy  to  anewer  any  queations  you 
may  wish  to  ask. 

700D   STAJIP   WYTUS 

Wc  would  also  like  to  diiJciiRs  briefly  what  we  consider  to  be  a  few  fictions  about 
the  food  stamp  prusram — the  myth  that  families  with  high  inoomes  receive 
stamps  and  the  mytn  that  many  communes  get  food  stamps. 

It  has  been  stated  in  recent  weeks  by  several  Members  of  Congress  that  families 
of  four  with  SIO.OOO  income  get  stamps.  This  is  basically  incorrect.  The  income 
limit  for  families  of  four  ia  now  about  S6,150  a  year.  For  a  family  with  £10,000 
iocome  to  get  stamps  it  would  have  to  have  enormous  medical  expenses,  enorl 
mtius  expenses  due  to  losaes  from  a  tornado  or  a  flood,  or  something  of  this  sort. 
USDA's  own  data  shows,  as  a  result,  that  families  of  four  with  $10,000  income 
who  get  food  stamps  are  virtually  non-existent. 

liSDA  data  contained  in  a  recent  report  of  the  Subcommittee  on  Fiscal  Policy 
of  the  Joint  Economic  Committee  shows  that  only  3.2%  of  all  food  stamp  house- 
holds have  take-home  income  (before  food  stamp  deductions)  of  $600  a  month 
■>r  more,  and  USDA's  food  stamp  profiles  show  that  most  food  stamp  households 
"t  this  income  level  contain  nine  or  more  persons  and  are  therefore  poor. 

The  simple  tact  is  that  very  few  households — regardless  of  the  number  of 
persons  they  contain — participate  in  the  food  stamp  program  when  their  take- 
home  pay  surpasses  $500  a  month.  This  is  in  part  because  such  households  would 
have  to  pay  out  very  large  chunks  of  cash  to  get  back  imly  a  slightly  larger  amount 
!'f  food  stamps.  A  household  of  four  at  this  income  level  must  pay  $130  for  $154 
in  siamps,  and  consequently  very  few  householda  at  these  income  levels  bother 
'"  cnn)ll  in  the  program.  It  is  notable  that  from  earlv  1972  to  September  1974, 
'•"'d  stamp  income  limits  rose  from  $4,320  a  year  to  $6,000  a  year,  but  the  number 
of  iwrsons  in  the  food  stamp  and  commodity  programs  remained  unchanged. 

As  for  participation  in  the  food  stamp  program  by  students  living  away  from 
home  and  by  communes,  the  Subcommittee  on  Fiscal  Policy  report  also  says  that 
iienrly  M  percent  of  those  getting  food  stamps  are  related  to  the  head  of  their  food 
stamp  household,  and  that  only  1  percent  of  food  stamp  households  have  any 
unrplalcd  members.  Most  of  this  1  %,  in  addition,  appears  to  be  unrelated  poor 
Pwple  who  share  accommodations.  The  large  numbers  of  students  living  away 
from  home  and  communes  getting  food  stamps  turn  out  not  to  exist. 

Moreover,  this  data  was  collected  prior  to  passage  of  legislation  that  eliminated 
ffiwn  the  program  students  who  are  daimed  aa  tax  dependents  by  households  not 
ffwiving  food  stamps  or  welfare.  This  will  reduce  the  number  of  students  in  the 
program  even  further. 

A  final  myth  we  would  like  to  di-scuss  is  the  allegation  that  the  food  stamp  pro- 
Wam  i*  out  of  control,  A  favorite  ploy  of  food  stamp  opponents  is  to  cite  tne  in- 
treases  in  food  stamp  costs  and  participation  in  the  past  few  years,  while  ne^ecting 
fo  explain  that  most  of  the  increase  in  participation  is  merely  due  to  persons  switch- 
ing from  the  old  commodity  program.  As  we  have  mentioned  above,  the  number 
of  persons  in  these  programs  did  not  grow  from  late  1971  until  a  few  months  ago, 
n-eii  though  millions  of  new  persons  became  eligible  during  this  period.  Growth 
before  1971  was  due  mainly  to  the  introduction  of  the  food  stamp  program  into 
counties  that  never  had  any  program.  Growth  in  the  past  few  months  appears 
due  entirely  to  the  skyrocketing  numbers  of  unemployed  and  to  the  introduction 
of  the  food  stamp  program  to  Puerto  Kioo. 

As  for  costs,  the  increase  in  the  costs  of  the  food  stamp  program  over  the  past 
three  years  is  due  entirely  to  two  factors:  1)  The  transfer  of  persons  from  the 
commodity  to  the  food  stamp  program  (with  a  corresponding  decrease  in  the 
cost  rif  the  commodity  program)  and  2)  food  price  inflation,  which  has  caused 
fond  stamp  hienefits  to  go  up.  If  the  Administration  and  the  Congress  could  find 
ways  to  decrease  unemployment  and  bring  down  the  inflation  rate,  the  cost  of  the 
fiHid  stitmp  program  would  level  off.  It  is  now  the  state  of  the  economy,  and  not 

any  as|H!cts  of  the  fund  stamp  program,  that  is  causing  virtually  all  of  their 

in  the  cost  of  the  program. 
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As  a  final  nntc,  we  would  like  to  call  the  Committee's  attention  to  the  need  i 
act  very  quickly  to  extend  those  child  nutrition  prognuas  scheduled  to  expire  c 
June  30.  This  in  particularly  true  because  there  will  be  no  summer  food  prngra: 
for  poor  children  thia  Hummer  unless  program  sponsors  can  begin  to  plan  for  tt 
program  in  the  verr  near  future. 

In  past  yeaTM,  USDA  has  issued  regulations  for  the  summer  proewn  in  Februai 
and  the  pri'igram  has  been  set  up  in  March  and  early  April,  "niis  year,  USD 
says  it  will  issue  no  regulation.-^  or  applications  because  the  program  expJr 
June  30,  Unless  Congress  movCH  qiiicMy,  nearly  two  million  poor  cmldren  will  t 
without  food  and  recreation  prngrums  this  summer,  and  fanners  whose  produc 
are  used  in  this  program  will  be  left  with  a  surplus  of  goods. 

The  Chairman.  There  being  no  further  witnesses,  the  conunittt 
will  now  recess  until  10  a.m.  tomorrow. 

[Whereupon,  at  5K)6  p.m.,  the  committee  adjomned,  to  reconver 
at  10  a.m.,  Wednesday,  February  18,  1975.] 


,y  Google 


AGRICULTURE  AND  ANTI-DEPRESSION  ACT  OF  1975 


WEDHEBDAT,  FEBBUASY  19,  1975 

U.S.  Senate, 
Committee  on  Aqricdltdre  and  Forestry, 

Wa4hin(it(m,  D.C. 
The  committee  met,  pursuant  to  recess,  at  10:05  &.m.,  in  room  324, 
Ru545ell  Senate  Office  Building,  Hon.  Herman  E.  Talmadge,  chairman 
of  the  committee,  presiding. 

Present:  Senators  Talmadge,  Allen,  Clark,  Dole,  Young,  Bellmon, 
and  Helms. 

STATEMENT  OP  HON.  HEKHAN  £.  TALMADGE,  A  MS.  SENATOR 
TROTS.  THE  STATE  OF  OEOBQIA— Kesumed 

The  Chairman.  The  committ«e  will  please  be  in  order. 

The  first  witness  this  morning  is  Mr.  Van  Vleck  of  Plymouth,  Calif., 

S resident,  and  C.  W.  McMillan,  executive  vice  president,  American 
<  ational  Cattlemen's  Association. 
We  are  delighted  to  have  you  gentlemen.  You  may  proceed.  Un- 
fortunately, because  of  the  vast  number  of  witnesses  requested  to  be 
heard,  we  have  put  a  limitation  of  time  of  10  minutes.  You  may  insert 
your  statement  m  full  in  the  record  and  summarize  it,  if  you  will. 

STATEUENT  OF  GORDON  VAN  VLECE,  PRESIDENT,  AMEBICAN 
NATIONAL  CATTLEMEN'S  ASSOCIATION,  FLYHOUTH,  CALIF. 

Mr.  Van  Vleck.  Thank  you  very  much.  Senator. 
My  name  is  Gordon  Van  Vleck.  I  own  and  operate  a  cattle  ranch  at 
■Plymouth,  Calif,  I  am  president  of  the  American  National  Cattlemen's 
Association,  and  we  indeed  appreciate  this  opportunity  to  appear  be- 
fore you  today  to  discuss  the  cunent  problems  of  the  cattle  mdustry. 
,  Ijct  me  first  make  one  brief  statement  concerning  what  the  cattle 
J,'^<lustry  does  not  seek  from  the  Federal  Government.  Cattlemen  ask 
•*>r  minimum  interference,  minimum  intervention — and  the  right  to 
operate  in  a  free  market  system.  As  I  will  explain,  this  is  in  the  best 
^riterest  of  the  public  as  well  as  cattlemen. 

I  need  not  remind  you  that  our  industrj'  is  in  critical  financial 
straits,  and  the  end  is  not  in  sight.  As  a  rcRult  of  supplj'/demand  and 
"^ost/price  imbalances,  cattle  feeders  have  sustained  losses  of  up 
to  $100  or  more  per  head  for  the  past  year  and  a  half.  And  the  cow/calf 
SQii  stock  operators  who  produce  feeder  cattle  and  nonfed  beef  are 
losing  as  much  as  $50  to  $100  per  head. 

We  estimate  that,  during  the  past  year,  the  entire  beef  cattle  in- 
dustry sustained  operating  losses  of  $5  billion.  Furthermore,  because  of 
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depressed  cattle  prices,  the  value  of  the  Nation's  cattle  inventory — 
as  reported  by  the  U.S.  Department  of  Agriculture — dropped  from 
S41  Billion  on  January  1,  1974,  to  $21  billion  on  January  1,  1975. 
That  represents  a  decline  of  $20  billion,  or  48  percent  in  a  single  year. 

The  CHAiB:tiAN.  That  does  not  indicate  the  decline  in  inventory 
value,  does  it? 

Mr.  Van  Vleck.  No. 
,  The  Chairman.  What  would  that  be? 

'  Mr.  Van  Vleck.  As  reported  by  the  U.S.  Department  of  A^- 
culture,  it  dropped  from  $41  billion  on  January  1,  1974,  to  $21  billion 
on  January  1, 1975. 

The  Chairman.  You  are  talking  about  a  $25  bilhon  loss  in  1  year? 

Mr.  Van  Vleck,  Yes.  That  decline  in  the  inventory  represents  a 
48-percent  decline  in  a  single  year. 

Some  of  the  current  problems  we  are  faced  with  are  a  direct  result 
of  certain  Government  policies  and  actions  that  interfered  drastically 
with  normal  planning  and  operation  of  the  market  system. 

Unfortunately,  it  appears  that,  even  under  the  best  of  circumstances, 
the  cattle  industry  faces  severe  financial  problems  for  at  least  this 

f'ear  and  perhaps  longer.  Obviously,  many  cattlemen — small  and 
arge — -are  being  and  will  be  forced  out  of  the  beef  business.  Even  the 
most  able  operators  will  survive  onljr  it  they  have  other  sources  of 
income  or  it  they  have  adequate  equity  or  can  obtain  the  financing 
needed  to  carry  them  through  the  current  difficult  period. 

As  you  probably  are  aware,  the  cattle  industiy  is  the  lai^est  segment 
of  American  agriculture — with  cash  receipts  of  $22.1  billion  in  1973, 
or  more  than  a  fourth  of  all  receipts  from  farm  marketings.  Some  1.9 
million  full-  and  part-time  operators  are  involved  in  cattle  production 
and  feeding. 

I  mention  all  of  these  figures  not  only  to  remind  you  of  the  impor- 
tance of  the  cattle  business  to  hundreds  of  thousands  of  individual 
producers  and  their  families,  but  also  to  point  out  the  effect  of  a  cattle 
mdustry  depression  on  the  rest  of  our  economy.  For  example,  2  million 
persons  have  jobs  involved  in  supplying  livestock  and  crop  producers; 
the  cattle  industry  purchased  more  than  a  fourth  of  all  feed  grains 
used  domestically  last  year;  and  farmers  and  ranchers  purchase  25 
percent  of  the  Nation's  truck  output.  Kach  dollar  out  of  the  industry's 
$22  billion  annual  sales  directly  generates  an  additional  $5  to  $6  in 
business  activity  in  the  supply  and  processii^  industries. 

For  years,  consumers  have  spent  an  average  of  2.4  to  2.7  percent  of 
their  disposable  income  for  beef.  Though  demand  for  our  product  re- 
mains good,  it  is  not  great  enough  to  move  our  significantly  increased 
production  at  prices  high  enough  to  cover  today's  extremely  inflated 
costs  of  production.  Right  now,  consumers  are  benefiting  from  low 
cattle  pnces.  Our  own  surveys  show  retail  beef  prices  averaging  36 
cents  per  pound  lower  than  a  year  ago,  and  the  consumer  price  index 
confirms  our  findings.  As  a  matter  of  fact,  meat  is  the  only  category 
in  the  consumer  index  which  is  lower  than  a  year  ago.  Our  best  judg- 
ment is  that  retail  prices  will  remain  low  through  1975  because  of 
larce  beef  supplies. 

The  current  industry  loss  situation  ultimately  will  result  in  a  per 
capita  supply  reduction  on  sufficient  cattle  prices  to  cover  our  costs. 
In  a  basic  supply/demand  business  like  the  cattle  business,  these 
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kinds  of  adjustments  always  have  taken  place,  and  always  will,  unless 
we  eo  to  a  system  of  Government  controls  and  costly  subsidies.  I 
need  not  remind  you  that  nations  which  have  gone  this  route  wind  up 
with  reduced  productivity  and  much  h^her  food  costs  to  the  consumer. 

One  of  the  difficulties  for  the  beef  cattle  industry  is  that  our  rattle 
prices  are  determined  largely  by  supply/demand  situations  within  the 
United  States,  while  our  feed,  fertilizer,  and  other  costs  in  recent 
times  have  been  determined  largely  by  world  markets. 

In  order  to  consider  more  intelligently  possible  solutions  to  our 
problems,  I  will  briefly  review  some  of  the  causes  of  the  current  cost/ 
price  imbalance,  with  particular  reference  to  causes  in  the  govern- 
mental area. 

First,  we  should  acknowledge  that  the  beef  cattle  industrj- — as  a 
result  of  the  collective  expansion  decisions  of  hundreds  of  thousands  of 
individual  cattlemen — has  been  moving  in  recent  years  toward  the 
present  oversupply  problem.  In  fact,  there  is  &  world  oversupply 
problem.  However,  our  supply /price  problems  were  greatly  accelerated 
and  compounded  by  a  suaden  and  unprecedent^^d  doubUng  of  feed, 
fertilizer,  and  other  production  costs. 

Under  anj'  circumstance,  the  competitive  morket  sj-stem  of  the 
cattle  industry  involves  price,  weather,  and  other  risks  not  found  in 
the  nonaericultural  parts  of  our  economy.  However,  some  of  the  cur- 
rent problems  are  a  direct  result  of  certain  Government  policies  and 
actions  which  interfered  drastically  with  nonnal  planning  and  opera- 
tion of  our  market  system: 

1.  For  years,  a  policy  of  subsidized,  cheap  grain  encouraged  expan- 
sion of  livestock  production.  Huge  stocks  of  Government  held  grain 
in  storage  aided  in  keeping  grain  prices  cheap.  Then  suddenly,  changed 
world  demand  and  export  situations — ^in  addition  to  an  unexpectedly 
short  crop — contributed  to  a  devostatii^  runup  in  grain  prices.  The 
adverse  feeding  economics  led  to  a  sharp  reduction  m  cattle  feeding; 
and,  with  reduced  demand  for  feeder  cattle,  feeder  cattle  prices 
plunged  to  levels  only  one  half  to  one  third  what  they  were  a  year 
earlier.  The  old  adage,  "cheap  feed  means  cheap  cattle"  once  again 
proved  to  be  true. 

2.  Government  deficits,  fiscal  policies,  and  price  control  actions  were 
responsible  for  certain  input  shortages  and  cost  inflation.  What  would 
normally  be  considered  reasonably  adequate  slaughter  cattle  prices 
suddenly  were  far  below  the  cost  of  production. 

3.  The  1973  beef  price  freeze  distorted  the  entire  beef  production 
and  marketing  system,  causing  abnormal  supply  and  price  fluctuations 
for  cattlemen  and  consumers.  There  no  longer  was  the  normal  market 
price  signaling  system  required  for  proper  operation  of  a  commodity 
business. 

4.  Legislative  and  administrative  actions — actions  often  based  on 
speculation  rather  than  scientific  judgment  and  evidence — have 
restricted  or  removed  safety-proven,  cost-reducii^  technological 
tools,  and  have  adversely  affected  production  systems.  For  example, 
the  proposed  banning  of  just  two  tj'pes  of  feed  additives  would  reduce 
feeding  efficiency  and  require  almost  3  million  additional  acres  of 
cropland  to  produce  quality  beef — land  which  otherwise  could  bo 
used  to  produce  additional  feed  or  food. 
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5.  Government  regulations  have  impaired  the  efficiency  of  beef 
transportation  and  distribution.  This  has  been  at  least  one  cause  of 
increased  wholesale/retail  costs  and  margins,  and  reductions  in  the 
producer's  share  of  the  available  retail  meat  dollar. 

The  foregoing  causes  of  our  present  problems  were  among  the 
factors  considered  by  our  members  as  we  met  recently  in  annuw  con- 
vention to  establish  positions  on  current  public  issues  affecting  our 
industry.  In  spite  of  all  of  our  problems,  our  fundamental  position  Ls 
one  of  minimum  Government  interference  with  our  production  and 
marketing  systems.  In  other  words,  we  want  a-s  little  Government  as 
possible  in  our  business,  and  this  is  for  the  long-term  benefit  of  the 
public  as  well  as  our  industrj-. 

Following  are  some  of  our  positions  on  certain  pubhc  issues,  which 
are  a  concern  to  this  committee.  No.  1 :  We  are  opposed  to  proposed 
tei^et  price  and  subsidy  concepts  for  the  beef  cattle  industiy.  In 
addition  to  burdening  the  Government  and  taxpayers  with  additional 
costs,  such  action  would  proloi^  our  adjustment  period  and  could 
lead  to  Government  production  controls  and  higher  direct  taxes  to 
consumers. 

No.  2:  We  are  unalterably  opposed  to  undue  Government  inter- 
ference with  the  free  market  system,  and  particularly  to  the  imposition 
of  price  controls.  There  are  only  two  ways  to  reduce  or  control  food 
costs  over  the  longer  term.  One  is  to  maintain  policies  which  prevent 
inflation  from  constantly  increasing  food  production,  processing,  and 
distribution  costs. 

The  other  is  improved  productivity  as  a  means  to  maintain  or 
increase  food  suppfies.  However,  supplies  will  be  sharply  reduced  if 
producers  are  told  there  is  a  limit  on  the  price  they  can  receive. 

Reimposition  of  controls  on  beef  now,  when  cattle  prices  already 
are  at  loss  levels,  would  guarantee  future  meat  shortages  and  even- 
tually much  higher  prices. 

No.  3 :  Believing  in  the  competitive  market  system  for  all  segments 
of  agriculture,  we  are  opposed  to  Government-controlled  gcein 
reserves.  In  the  past  Government  grain  reserves  weig;hed  on  the  market 
ami  were  used  periodically  to  depress  prices,  distorting  the  total 
agricultural  economy,  and  in  laree  measure  creating  the  current  eco- 
nomic crisis  in  the  beef  cattle  industry'. 

The  previous  grain  surplus  and  cheap  feed  policy  cncour^ed  what 
now  is  seen  as  overexpansion  of  feedlots  ana  total  cattle  numbers. 
When  the  -surplus  suddenly  was  disposed  of,  feed  costs  doubled,  and 
the  entire  livestock  industry  sustained  losses  affecting  the  total 
economy. 

Abnormally  cheap  grain  means  abnormally  cheap  cattle.  It  is  our 
view  tbut  the  total  food  economy  should  oppiate  in  markets  as  free  of 
Government  interferent^e  as  possible.  Any  feed  grain  reserves  should 
he  only  in  priviite  hands,  preferably  at  the  farm  level. 

No.  4:  A  major  cause  of  inflation  is  Government.  Government 
should  pursue  policies  which  minimize  the  effects  of  inflation  on  our 
production  as  well  as  our  living  costs. 

No.  5:  Except  for  meat  jjrices,  which  actually  declined  during  the 

East  year,  retail  food  prices  are  up  while  farm  prices,  |>articularly  on 
eef  cattle,  have  decimed  in  many  instances.  This  is  because  of  in- 
creased costs  and  mai^ns  in  the  off-fiirm  sector.  USDA  says  that  80 
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l>ercent  of  the  overall  1974  food  price  increase  was  caused  by  higher 
jtrocessing,  distribution,  and  retailing  mai^iina.  Food  industry  profits 
increased  slightly  as  a  percentage  of  the  food  dollar,  but  by  far  moat 
of  the  increases  have  been  caused  by  higher  packaging,  energy, 
interest,  freight,  and  labor  costs. 

To  offset  these  increases,  efficiency  and  productivity  must  bs 
improved,  and  Government  regulations  and  other  barriers  to  effi- 
ciency must  be  changed  or  removed.  ANCA  supports  an  impartial 
investigation  of  factors  contributing  to  the  wholesale-retail  price 
spread,  with  the  intent  of  eliminating  inefficienciee  and  inequities. 

No.  6:  With  changes  in  production  methods  and  in  consumer 
desires,  changes  in  beef  gradmg  standards  have  become  necessary, 
and  ANCA  supports  the  changes  proposed  by  USDA,  These  changes 
ran  help  reduce  the  general  fatness  oi  beef,  resuttii^  in  lean^,  more 
desirable,  more  protein-rich  beef  for  consumers.  The  changes  also 
help  savings  of  literally  millions  of  tons  of  feed  grain,  end  more 
economical  beef  production.  They  should  be  adopted  immediately  in 
the  form  they  were  proposed. 

No.  7 :  The  ANCA  advocates  reciprocal  international  trade  in  beef 
as  well  as  other  commodities.  However,  at  this  time,  other  nations' 
trade  barriers  make  it  virtually  impossible  to  export  U.S.  beef.  Bar- 
riers imposed  by  other  importing  nations  hinder  exporting  nations 
who  are  reliant  upon  foreign  markets.  The  Meat  Import  Act  of  1964 
incorporates  the  concept  of  reasonable  market  sharing  and 
stabilization. 

Therefore,  ANCA  asks  that  every  effort  be  made  to  insure  applica- 
tion of  the  law  as  originally  written.  Also,  if  the  unfair  trade  conditions 
imposed  by  other  nations  continue,  and  cause  irreparable  harm  to  the 
U.S.  domestic  cattle  industry,  embargoes  should  be  imposed  on  im- 
)>orts  into  the  United  States,  and  should  be  continued  as  loi^  as 
those  unfair  conditions  persist. 

No.  8 :  The  United  States  continues  to  export  significant  amounts  of 
feed  grains.  The  pubhc  would  benefit  from  export  of  some  of  this  grain 
in  the  form  of  processed  meat,  a  higher  value  product  which  would 
foster  more  use  of  U.S.  facilities  and  labor,  and  which  would  improve 
the  balance  of  payments.  Therefore,  ANCA  encourages  joint  industry 
and  Government  efforts  to  eliminate  present  trade  barriers  and 
develop  overseas  markets  for  U.S.-fed  beeft 

No.  9:  There  is  a  world  shortage  of- food,  including  quality  protein 
food,  and  the  United  States  has  been  asked  to  help  meet  the  food  needs. 
However,  grain  is  in  short  supply,  and  continued  shipment  of  grain 
overseas  creates  domestic  supply  and  price  problems.  Beef,  on  the 
other  hand,  is  in  surplus  supply.  Furthermore,  the  types  of  cattle  in 
greatest  surplus  in  the  United  States  are  produced  on  grass,  without 
use  of  grain. 

The  Chairman,  Does  any  other  nation  of  the  world,  except  the 
United  States,  feed  a  tai^e  portion  of  its  beef? 

Mr.  Van  Vleck.  No. 

The  Chairman.  Ours  is  the  only 

Mr.  McMillan.  Maybe  Canada. 

Mr.  Van  Vleck,  Not  to  the  extent  that  we  do. 

The  Chairman.  Thank  you. 
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Mr.  Van  Vlbck.  Therefore,  ANCA  supports  proposals  which  have 
been  made  to  can  surplus  nonfed  beef  aua  include  this  valuable  pro- 
tein food  in  food  distribution  programs  for  the  needy  and  hungry 
overseas  and  in  the  United  States, 

No.  10 ;  Recognizing  the  need  for  increased  beef  research,  education, 
and  promotion,  ANCA  endorses  a  proposed  market  development 
prt^am  which  has  been  formulated  by  an  industrywide  task  force. 
Under  this  self-help  plan,  funds  would  be  generated  by  the  industry 
itself,  through  a  uiuform  collection  avstem. 

The  program  will  require  enabling  legislation  and  then  a  referendum 
among  all  cattle  producers.  Collections  of  funds  would  be  on  a  volun- 
tary basis.  The  program  would  be  administered  by  a  national  beef 
board,  appointed  by  the  Secretary  of  Agriculture. 

Con.'iumers  as  w^l  as  the  cattle  industry  would  beneflt  from  resuit- 
ii^  resicarch  and  development  of  improved  beef  products,  from  more 
efficient  production,  and  from  nutritional  and  other  education.  We 
are  pleased  that  you  and  Senator  Dole  have  authored  this  bill  and 
introduced  it  to  your  colleagues.  The  bill  will  be  introduced  tomorrow. 
We  hope  that  this  legislation  will  receive  favorable  support. 

We  nope  these  remarks  today  will  be  helpful  to  you,  and  I  will  be 
happy  to  answer  any  questions  you  may  have. 

Tne  Chairman.  Thfmk  you  very  much.  I  thank  you  for  an  excellent 
statement.  I  am  an  old  cattleman  myself.  I  ueed  to  have  beef  cattle 
and  dairy.  When  I  got  to  the  Senate,  I  realized  you  could  not  do  either 
1,000  miles  away. 

I  a^ree  with  every  one  of  your  proposals  here.  I  do  not  find  one  that 
I  am  m  disagreement  with.  I  hope  that  the  Congress  will  act  on  your 
plan  where  you  can  try  to  through  your  own  efforts,  market  and  pro- 
mote your  product  better. 

We  know  that  beef  and  red  meat  is  one  of  the  finest  foods  in  the 
world.  I  hope  the  problems  of  the  livestock  industry  will  correct 
themselves  before  all  of  you  go  broke.  I  agree  with  you  that  the 
Government  has  a  great  deal  to  do  with  the  plight  of  the  livestock 
industry  at  the  present  time. 

Thank  you  very  much.  We  appreciate  your  appearance. 

Senator  Dole  has  a  statement. 

STATEHENT  OF  HON.  ROBEBT  DOLE,  A  V£.  SENATOR  FROH  THE 
STATE  OF  KANSAS— Sesnmed 

Senator  Dole.  Last  week,  cattle  prices  hit  a  2-year  low.  We  saw 
choice  finished  steers  selling  for  33.9  cents  per  pound.  When  it  costs 
more  than  50  cents  a  pound  to  put  gain  on  these  cattle,  the  financial 
loss  is  disa.strouB. 

Cattle  feeders  have  been  facing  depression  level  prices  for  nearly 
17  months  now  since  the  market  cra.shed  in  September  1973  following 
the  beef  price  freeze.  The  low  prices  for  finished  cattle  have  now  backed 
up  to  those  farmers  and  ranchers  with  cow-calf  operations  and  back- 
ground feeding  operations. 

FACE    BANKRUPTCY 

The  disastrous  conditions  in  the  livestock  market  have  put  some 
cattlemen  into  bankruptcy  and  has  put  thousands  of  others  on  the 
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verge  of  it.  Some  consumer  representatives  may  applaud  low  cattle 
prices  as  the  best  means  to  keep  retail  meat  pnces  low;  however,  we 
nave  seen  that  while  meat  prices  have  declined  to  some  extent,  they 
have  not  been  lowered  nearly  to  the  degree  that  live  cattle  prices 
have  declined.  So  the  disastrous  price  levels  in  the  cattle  inciustry 
have  not  greatly  benefited  consumers.  I  am  concerned  that  continued 
low  prices  in  the  cattle  industry  will  be  disastrous  not  only  for  cattle- 
men, but  for  consumers  as  well. 

BEAL  THREAT  TO   CONSUMER 

If  a  substantial  part  of  the  livestock  industry  is  forced  out  of  busi- 
ness, one  result  becomes  certain.  There  will  be  more  expense  for 
coasumers  to  get  beef  production  back  to  an  adequate  level. 

It  takes  approximately  4  years  from  the  time  a  rancher  decides  to 
hold  heifers  oack  from  the  market  for  breedii^  to  the  time  a  finished 
steer  is  brought  to  the  market  for  slaughter.  If  a  substantial  part  of  the 


livestock  industry  is  forced  into  bankruptcy,  a  ^arply  lower  supply 
of  cattle  is  bound  to  result.  Consumers  coiud  then  expect  a  shortage 
of  meat  for  several  years  following  before  the  cattle  industry  could 


^ain  reach  a  sufficient  level  of  production.  A  shortage  would  mean  high 

E rices  for  cattle  and  even  higher  meat  prices  for  consumers.  So  I 
elieve  very  strongly  that  representatives  of  consumers  and  cattlemen 
alike  have  a  common  goal  m  improving  conditions  in  the  livestock 
industry,  I  believe  we  should  work  together  to  do  everythii^  possible 
to  reverse  the  declining  trend  in  livestock  prices. 

DECLINING  NUMBERS 

It  is  hard  to  imagine  that  conditions  in  the  livestock  market  could 
hit  a  much  lower  note.  Last  year  the  number  of  feedlots  dechned  by 
over  8,000.  The  number  of  feedlots  in  this  dechne  is  not  in  itself  too 
significant  since  feedlots  have  been  declining  by  about  this  amount 
for  the  past  10  years.  What  is  a^oificanb  is  that  a  large  number  of 
those  feedlots  going  out  of  business  have  been  forced  out  by  baok- 
ruptcy  or  by  unfavorable  economic  conditions. 

The  recent  report  of  "Cattle  On  Feed"  released  by  the  Department 
of  Agriculture  on  January  20  indicates  that  cattle  on  feed  m  the  23 
major  Uvestock  producing  States  are  down  26  percent  from  the  same 
period  in  1974.  American  consumers  are  accustomed  to  eating  choice 
corn-fed  beef.  Obviously,  with  placements  in  feedlots  down  by  this 
number,  consumers  are  bound  to  see  a  lower  quantity  of  choice  beef 
on  the  counter.  Clearly,  consumer  representatives  have  a  real  interest 
in  joining  farm  representatives  in  worldng  to  improve  conditions  in  the 
livestock  industry. 

MARKET  DEVELOPMENT 

One  solution  that  has  been  suggested  for  reducing  the  problem  han 
been  market  development.  The  diairman  of  this  committee  and  I  will 
introduce  legislation  tomorrow  to  authorize  a  national  checkoff  of 
funds  for  market  development,  the  Beef  Research  and  Consumer 
Information  Act.  These  funds  would  come  from  the  sales  of  cattle  by 
producers  and  not  from  taxpayers'  funds  or  any  type  of  Federal 
subsidy. 
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I  believe  that  this  type  of  program  is  the  best  example  of  bootstrap 
operation.  It  would  be  a  case  of  producers  helping  themselves  by 
"working  in  a  united  manner  to  improve  the  market.  We  are  working 
with  the  various  hvestock  and  trade  groups  on  this  le^lation  and 
hopefully  we  can  move  quickly  in  the  Congress  to  enact  it. 

Mr.  Chairman,  I  would  like  to  insert  a  summary  of  this  legislation 
in  the  record. 

In  the  past,  this  type  of  program  has  met  with  a  great  deal  of 
success  in  the  wheat  and  grain  industries.  Our  export  markets  repre- 
sent a  very  important  part  of  those  industries.  Agricultural  exports 
have  also  become  a  very  beneficial  part  of  the  national  economy. 
They  have  helped  to  improve  our  trade  balance  tremendously  and 
have  strengthened  the  overall  health  of  the  economy.  I  am  hopeful 
that  a  market  development  organization  for  beef  will  be  beneficial  in 
expandiug  our  fore^;n  markets  for  American  beef  as  well  as  improving 
market  conditions  here  at  home. 

A  year  or  so  ago,  Secretary  Butz  dramatically  emphasized  that  our 
wheat  exports  were  paying  for  our  oil  imports.  With  the  greatlv 
increased  cost  of  that  iniported  oil,  our  sale  of  a^cultural  exports  is 
even  more  important.  Yesterday  we  heard  witnesses  say  we  ^ould 
subordinate  our  commercial  export  efforts  to  a  priority  for  food  Md. 
I  hope  Secretary  Butz  will  discuss  these  topics  with  us  when  he 
testifies  in  these  hearii^  tomorrow. 

IMPOST  AGREEMENTS   INADEQUATE 

A  matter  of  very  great  concern  to  many  cattlemen  has  been  the 
high  level  of  meat  imports  into  this  country.  The  estimate  of  1.15 
billion  pounds  of  meat  imports  for  the  calendar  year  1975  represents 
a  real  sore  point  for  the  industry  as  a  whole.  It  is  very  hard  to  under- 
stand why  we  continue  to  permit  over  1  billion  pounds  of  meat  imports 
when  our  own  industry  is  Buffering  as  it  is  with  steers  at  less  than 
35  cents. 

Even  though  imports  for  1975  are  estunated  to  be  slightly  lower 
than  trigger  ^vel  for  import  quotas,  I  am  concerned  that  voluntaiy 
agreements  are  totally  madcquate  to  insure  that  meat  imports  do 
not  raise  to  even  greater  levels.  I  am  greatly  concerned  that  if  any 
improvement  should  begin  to  occur  in  the  American  livestock  market, 
we  will  bo  faced  with  an  immediate  deluge  of  foreign  meat  imports. 

DNITED   STATES   IS   ONLT  OPEN  MARKET 

A  recent  article  in  the  USDA  publication  "Foreign  Agriculture" 
indicates  that  numbers  of  cattle  in  all  major  livestock-producing 
countries  have  continued  to  rise  to  unusually  high  levels.  At  the 
same  time,  the  United  States  remains  the  only  major  importing 
market  that  remains  open  to  beef  imports.  For  example,  Australia 
has  huge  potential  supplies  of  beef.  Australian  producers  have  been 
holding  cattle  off  the  market  because  of  depressed  prices  and  an 
adequate  supply  of  grass  to  carrj-  cattle  over.  But  those  cattle  must 
come  to  market  eventually.  They  cannot  be  held  indefinitely,  and 
when  they  do  come  to  market,  the  United  States  is  the  only  major 
market  open.  The  result  is  that  our  market  would  be  further  de- 
pressed. And  U.S.  cattlemen  would  suffer  even  more. 
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Voluntary  import  agreements  are  inadequate  to  prevent  this 
deluge  of  imported  meat.  I  worked  continuously  last  year  to  obtain 
a  reauction  m  meat  imports  and  Congress  must  move  this  year  to 
insure  a  lower  level  of  meat  imports  until  the  American  livestock 
industry  has  had  an  opportunity  to  recover, 

Mr.  Chairman,  the  livestock  industry  is  clearly  in  the  worst  situ- 
ation it  has  been  in  for  many  years,  and  perhaps  the  worst  it  has  ever 
been  in.  Consumers  have  a  very  real  stake  in  maintaining  favorable 
conditions  in  the  livestock  industry,  and  I  hope  those  of  us  represent- 
ing agricultural  States  in  the  Congress  can  work  closely  with  those 
representing  urban  centers  to  do  everything  possible  to  improve 
conditions  m  the  livestock  industry. 

Hog  and  pig  producers  and  broiler  and  laying  hen  producers  are 
also  havii^  their  problems.  We  need  to  carefully  evaluate  the  entire 
livestock  and  poultry  industries  in  these  hearings  and  to  assist  them 
in  ways  that  will  stimulate  their  success,  not  just  patch  their  wounds 
until  the  next  crisis. 

SuuuARi — Beef  Research  and  Consoueb  Inforuatioh  Act 


To  enable  cattle  producers  to  establish,  finance,  and  carry  out  a  coordinated 
program  of  research,  producer  and  conaaraer  education,  and  promotion  to  improve, 
ntaintain,  and  develop  markets  for  cattle,  beef  and  beef  products,  and  lo  provide 
an  adequate,  steady  supply  of  high  quality  beef  and  beef  produelt  readily  available 
to  the  consumers  of  the  Nation  at  reoionable  prices. 

ENACTMENT 

Following  passage  of  thia  leeialation,  the  Socretary  of  Agriculture  will  conduct 
extensive  hearings  and  researen  to  determine  how  the  producers  desire  to  proceed 
in  this  program.  He  will  utilize  the  information  gamed  to  writ«  and  publish 
research  and  promotion  orders  which  must  be  approved,  in  turn,  by  the  producers 
in  a  nationwide  referendum. 

When  the  published  orders  arc  approved  in  the  referendum  (two-thirds  ap- 
provid),  the  Secretary  would  proceed  to  issue  the  orders,  enabling  the  formation 
and  operation  of  The  Beef  Board.  Additional  referenduras  may  be  announced 
at  any  time  ten  percent  or  more  of  those  voting  in  an  order  referendum  request  it. 


Fimds  for  operation  of  the  act  will  be  collected  from  the  producers,  being 
deducted  from  their  sale  receipts  and  passed  on  and'coUected  on  added  value 
through  the  subsequent  sales  of  the  animal,  with  the  slaughter  house  operator 
submitting  the  actual  funds  to  The  Beef  Board.  The  lirst  year  the  assessment 
will  be  .3  pereent  of  the  price  of  cattle  sold.  After  the  first  year.  The  Beef  Board 
will  set  the  rate  between  .  1  percent  and  .5  percent,  and  this  rate  must  be  approved 
by  the  Secretary  of  Agriculture.  A  rate  over  .5  percent  can  be  imposed  only  ttkrough 
a.  referendum  approval. 

Membership  of  the  Board  will  be  sixty-eight  cattle  producers  representing 
eligible  cattle  producer  organizations.  They  will  be  representative  of  the  number 
of  catUe  produced  in  geographic  areas  of  the  Nation,  and  serve  six-year  staggered 

RBPDND 

Any  producer  may  request  refund  of  assessed  funds  from  the  sale  of  his  cattle 
within  thirty  days  after  the  sale,  and  The  Beef  Board  must  make  that  refund 
■within  sixty  days. 

The  Chairman.  The  committee  is  honored  indeed  to  have  a  dis- 
tinguished colleague,  the  Senator  from  Oklahoma,  who  is  very  knowl- 
edgeable about  Eul  phases  of  farming. 

Would  you  have  a  seat  and  proceed.  Senator? 
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STAIEHEHT  OF  HON.  SEWET  F.  BAKTIETT,  A  TI.S.  SENATOB  FBOH 
THE  STATE  OF  OELAHOHA 

Senator  Bartlett.  Thank  ^-ou  very  much.  I  appreciate  you  givliif 
me  this  opportunity.  I  appreciate  your  compliment  about  the  Imowl- 
edge  in  ^nculture. 

The  Chairman.  I  would  not  limit  it  to  agriculture  exclusively. 

Senator  Bartlett.  I  kinow  how  to  buy  cattle  high  and  sell  it  low. 
That  is  ray  main  ability, 

I  know  you  have  a  number  of  witnesses  to  appear  today.  If  I  may 
take  the  liberty  to  discuss  the  livestock  predicament  and  a  bill  that 
I  have  introduced  n'hich  will  not  be  in  this  committee,  as  I  under- 
stand it,  but  it  is  in  the  Finance  Committee  because  it  does  cover  the 
import  matter,  but  I  know  it  is  of  great  interest  to  the  members  of 
this  committee. 

Senator  Dole.  We  are  both  on  the  Finance  Committee. 

The  Chairman.  As  you  know,  we  passed  an  import  bill,  and  it 
gave  the  present  authority  to  suspend.  President  Nixon  suspended  it. 

Senator  Bahtlett.  Mr,  Chairman,  to  say  that  the  livestock  pro- 
ducers in  this  country'  are  close  to  financial  ruin,  is,  as  you  know,  an 
understatement. 

The  Chairman,  If  you  would  yield  at  that  point,  the  president  of 
the  American  Cattlemen's  Association  just  testified  operating  losses 
last  year  were  $5  billion  and  inventory  losses  were  $20  billion.  Total 
losses  $25  billion,  and   48   percent   of  inventory   value   in    1   year. 

Senator  Bartlett.  Now,  I  know  why  my  cattle  operation  is  not 
doing  too  well. 

In  making  this  observation,  I  am  reminded  of  the  story  that  a 
rancher  friend  of  mine  told  me  about  the  nature  of  the  cattle  business 
today.  For  many  years,  as  part  of  his  daily  routine,  he  would  get  up 
early,  eat  breakfast,  check  the  fences,  and  count  ius  cattle  to  make 
sure  that  none  of  them  had  strayed  out  during  the  night.  According 
to  my  friend,  his  schedule  is  pretty  much  the  same  today  as  it  has 
always  been,  except  that  now  ne  gets  up  early,  eats  breakfast,  checks 
the  fences,  and  counts  his  stock  to  make  sure  that  there  are  not  more 
cattle  in  his  pasture  than  were  there  the  night  before. 

The  U.S.  oeef  cattle  industry  is  the  lai^est  segment  of  American 
agriculture.  Sales  of  cattle  and  calves  in  1973  totaled  $22.1  billion. 
Tliis  figure  represents  more  than  one-fourth  of  all  cash  receipts  from 
farm  marketings,  and  cattle  sales  accounted  for  almost  half  of  farmer's 
sales  of  all  livestock  and  livestock  products. 

Not  only  is  the  beef  cattle  business  the  largest  segment  of  agricul- 
ture: It  is  large  in  relations  to  major  manufacturing  industries  like 
steel  mills,  uitn  annual  sales  of  $35.2  billion,  and  motor  vehicles,  with 
sales  of  $77,2  billion.  I  give  this  comparison  only  to  demonstrate  the 
importance  of  the  beet  industry  to  the  national  economy  and  to 
underscore  the  proposition  that  economic  crisis  for  cattle  producers 
cannot  help  but  effect  the  overall  economic  health  of  this  countrj'. 
Such  a  comparison,  of  course,  does  not  even  begin  to  include  the  total 
scope  of  economic  activity  generated  by  cattlemen  as  consumers  of 
other  manufactured  and  raw  materials  or  the  ultimate  nutritional 
needs  of  consumers  of  beef  and  beef  products. 
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Statistics  furnished  by  the  USDA  indicate  that  while  total  beef 
production  is  up  (by  some  7  million  head  in  the  last  18  months)  ^e 
total  value  of  cattle  and  calves  has  dropped  by  some  50  percent. 
In  January  of  1974,  the  average  value  per  head  of  cattle  in  this 
country  was  $321.  By  January  of  1975,  the  average  value  had 
dropped  to  $158  per  head.  Total  value  of  all  cattle  and  calves  in 
the  United  States  in  1974  was  approximately  $40.9  billion  compared 
with  a  value  of  $20-9  bilhon  in  January  of  1975.  Oklahoma  cattlemen 
saw  the  value  of  their  cattle  drop  from  $1.7  billion  to  $845  million. 
One  matter  of  immediate  concern  to  me  is  the  level  of  foreign  beef 
imports  allowed  in  under  the  Meat  Import  Act  of  1964.  This  act 
was  drafted  in  such  a  manner  as  to  allow  imports  from  other  countries, 
primarily  grass-fed  beef  straight  from  the  range,  to  be  increased  in 
proportion  to  dontestic  production.  This  approach  to  beef  imports 
IiHs  been  counterproductive  and  has  further  comphcated  an  already 
difficult  situation.  It  makes  little  sense  to  me  to  allow  a  e:reater 
amoimt  of  imported  beef  into  the  country  at  a  time  when  there  is 
already  a  domestic  surplus. 

Although  the  levels  of  beef  imports  in  1974  were  under  the  so- 
called  triggering  point  of  the  Meat  Import  Act,  it  must  be  remembered 
that  domestic  prices  were  so  low  that  nn  attractive  market  did  not 
exist.  There  are  excessive  numbers  of  cattle  in  exporting  countries 
which  ultimately  will  have  to  be  marketed,  and  at  present,  the  United 
States  is  the  only  major  importing  country  with  its  borders  open  to 
imports.  With  no  other  markets  open,  there  remains  the  poiisibility 
that  surplus  foreign  beef  supplies  eventually  will  be  disposed  of  in  the 
United  States,  further  endaogering  the  domestic  livestock  economy 
luiil  long  term  dependable  supplies  of  beef  for  consumers. 

I  have  introduced  legislation  which  seeks  to  amend  the  Meat 
Import  Law  in  three  important  ways:  First,  the  maximum  amount 
of  beef  imports  in  any  one  year  would  be  limited  to  a  total  not  to  exceed 
750  million  pounds.  This  is  approximately  4.30  million  pounds  below 
the  level  allowed  today  and  represents  an  initial  decrease  of  some  36 
percent.  Second,  it  removes  the  President's  authority  to  suspend 
meat  import  restrictions.  Third,  and  perhaps  most  significant,  future 
import  adjustments  would  be  based  on  the  percentage  of  domestic 
grain-fed  beef  slaughtered  in  comparison  with  total  beef  slaughter. 
If  the  percentage  of  domestic  gram-fed  slaughter  decreases  in  com- 
parison to  total  slaughter,  foreign  beef  imports  would  be  further 
reduced  on  a  formula  basis.  Under  present  conditions,  foreign  beef 
imports  would  be  reduced  by  as  much  as  50  percent.  This  approach 
seems  to  me  to  be  a  reasonable  alternative  to  the  present  system  or 
to  plans  calling  for  a  total  beef  embai^o.  As  grain-fed  beef  slaughter 
increases,  foreign  grass-fed  beef  imports  could  rise.  Conversely,  if 
the  level  of  domestic  grass-fed  beef  slaughter  increases,  foreign  grass- 
fed  imports  would  decrease. 

Although  I  realize  that  the  Meat  Import  Law  is  within  the  juris- 
diction of  the  Finance  Committee,  I  am  hopeful  that  the  members  of 
this  committee  will  join  with  me  in  support  of  this  bill.  I  am  certain 
that  time  is  of  the  essence  in  this  matter  and  prompt  action  by  the 
Congress  is  important  to  the  future  well-being  of  the  cattle  industT}'. 
Nfr.  Chairman,  I  know  that  this  proposal  will  not  solve  all  the  prob- 
lems facing  the  American  cattle  industry.  I  do,  however,  tliank  it  is' 
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an  important  step  in  the  right  direction.  It  would  help  to  provide 
cattlemen  with  a  decent  return  on  their  investment  and  it  would  aid 
consumers  by  insuring  that  adequate  supplies  of  domestic  beef  prod- 
ucts will  be  available  in  the  future. 

The  Chairman.  Thank  you  for  an  excellent  statement.  As  you 
know,  the  American  livestock  industry  has  opposed  this  self-help 
program  that  would  authorize  them  to  have  a  beef  board  and  by 
referendum  check  oS  funds  from  people  who  sell  beef  cattle. 

Do  you  support  that? 

Senator  Bartlett.  Yes. 

The  Chairman.  We  would  be  delighted  to  have  you  cosponsor  it. 
We  have  done  it  with  many  other  pri^rt^ms  with  no  cost  to  the 
Government  because  the  livestock  producers  would  bear  the  cost 
thereof. 

Any  questions,  Senator  Dole? 

Senator  Dole.  No.  Thank  you  very  much. 

The  Chairman.  We  are  dehghted  to  have  you  before  us. 

Senator  Bartlett.  I  would  oe  delighted  to  be  a  cosponsor  of  that. 
Thank  you  very  much. 

The  Chairman,  The  next  witness  is  Mr.  Don  F.  Mi^danz,  executive 
secretary-treasurer,  National  Livestock  Feeders  Association,  Omaha, 
Nebr, 

We  are  delighted  to  have  you  before  our  committee  again,  sir.  You 
may  insert  your  full  statement  in  the  record  and  summarize  it  in  the 
interest  of  time. 

SIAIEUENT  OF  DON  F.  MAODANZ,  EXECUTIVE  VICE  FBESIDENT, 
NATIONAL  LIVESTOCK  FEEOEBS  ASSOCIATION,  OMAHA,  NEBK, 

Mr.  Maqdanz.  I  appreciate  the  opportunity  to  appear  before  your 
committee.  Frankly,  it  is  always  a  pleasant  experience,  and  I  will 
abide  by  your  rules,  which  frankly  I  appreciate. 

While  our  statement  is  not  long,  it  would  be  too  long  for  me  to  go 
through  it  in  its  entirety.  I  have  tned  to  prepare  it  in  a  sightly  different 
form  than  we  usually  do.  It  is  in  outline  form,  which  we  hope  will  be 
helpful  to  the  committee. 

First,  I  do  want  to  say  that  it  is  in  two  parts,  the  first  part  dealing 
\<ith  the  farm  programs  as  we  generally  Imow  them,  and  the  second 
part  dealing  with  circumstances  in  the  hvestock  industry.  We  do 

Eoint  out  some  changes  in  agriculture,  some  profound  chan^  that 
ave  occurred  in  the  past  couple  of  years  since  the  last  agricultural 
act  was  passed.  There  is  no  need  to  review  them  because  you  covered 
them  very  ably  in  your  opening  statement. 

I  would  just  like  to  say  that  we  feel  the  objective  of  a  farm  prc^am 
is  to  provide  some  stability  in  the  marketplace  for  feed  grains  and 
other  crops;  to  insulate  against  disastrous  pnces  in  cases  of  production 
significantly  in  excess  of  demand,  usage,  and  disappearance;  to  provide 
farmers  ^vith  greater  freedom  to  make  prodiiction  and  marketing 
decisions;  and  to  reduce  Government  influence  in  the  farm  commodity 
market  place.  We  do  point  out  that  since  its  inception  we  have 
supported  the  tai^et  price  system  that  has  been  used  now,  I  think, 
since  1970.  We  feel  that  it  is  much  better  than  the  other  program  for 
feed  grains  that  we  had  prior  to  that  time. 
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We  think  that  there  is  soroe  justification  for  raising  the  support 
price  on  feed  grains.  Today  $1.38  for  com  is  too  low  in  our  present 
economic  condition.  We  support  a  tai^et  price  that  is  somewhere 
near  the  cost  of  production,  saying  that  it  should  not  overstimiilate 
production. 

The  Chairman.  What  do  you  think  the  loan  level  ought  to  be? 

Mr.  Magdanz.  Probably  m  the  neighborhood  of  70  to  75  percent 
of  the  target  price.  We  checked  with  various  experiment  stations  in 
the  last  few  days  to  see  what  they  are  using  as  cost  production  fiEures 
for  1975.  Regardless  of  the  State  involved,  throughout  the  Midwest 
we  find  them  remarkably  close,  ranging  from  $1.82  to  S1.90  to  $1,95. 

The  Chairman-.  How  does  that  compare  with  the  Southeast? 

Mr.  Magdanz.  The  Southeast  I  could  not  tell  you  about. 

The  Chairmax.  I  think  we  have  some  reports  from  experiment 
stations.  Please  proceed,  sir. 

Mr.  Magdanz.  Therefore,  we  suggest  a  target  price  in  the  range  of 
SI. 75  to  $2  per  bushel,  thinking  perhaps  we  would  rather  stay  closer 
to  $1.75  than  to  go  up  as  high  as  $2  a  bushel.  The  price  of  grain,  of 
course,  seriously  affects  the  livestock  business.  I  think  the  cheap 
grain  we  had  in  the  1960's  and  early  1970's  very  definitely  triggered 
an  increase  in  cattle  production,  and,  of  course,  it  is  well  known 
today  that  we  have  more  cattle  than  we  can  handle  comfortably  and 
at  profitable  prices. 

Not  so  with  hog  numbers  because  the  life  cycle  of  the  hog  is  much 
shorter,  and  producers  can  adjust  their  production  much  quicker. 

The  Chairman,  How  much  is  hog  production  down? 

Mr.  Magdanz.  The  numbers  are  down,  I  believe,  8  percent  as  of 
last  December,  but  they  have  been  going  down  some  for  quite  a 
while,  and  of  course  cattle  numbers  have  increased.  Our  statement 
in  that  section  points  out  some  of  these  increases. 

Just  a  statement  with  respect  to  Government-held  crop  reserves — 
we  take  a  dim  view  of  Government-held  crop  re.serves.  We  do  feel 
if  there  are  to  be  any  crop  reserves  at  all  that  they  be  held  by  farmers 
themselves,  similar  to  the  way  they  are  being  held  now. 

On  export  restraints,  we  cannot  be  very  consistent  if  we  support 
restraints  on  exports  of  grain  and  then  turn  around  and  be  strongly 
in  favor  of  no  such  restraints  on  cattle  hides. 

The  Chairman.  If  you  would  yield  at  that  point — I  have  a  Gov- 
ernment document  that  indicates  breeding  stock  inventories  for  hogs 
is  down  15  percent, 

Mr.  Maqdanz.  I  am  glad  you  produced  that  because  my  memory 
nas  a  little  hit  hazj'  on  that.  I  knew  it  was  down,  but  I  did  not  know 
it  was  down  15  percent. 

The  second  part  of  our  statement,  Mr.  Chairman,  as  I  say  deals 
with  strictly  livestock  matters,  and  it  sets  up  various  facts  with  re- 
spect particularly  to  cattle  because  the  cattle  business  is  the  segment 
of  livestock^when  we  think  of  cattle,  hogs,  and  lambs — that  is  really 
in  trouble.  Some  producers  have  not  sufTered  the  same  fate. 

The  Chairman.  They  can  get  out  quicker? 

Mr.  Magdanz.  They  can  get  out  quicker,  and  prices  have  been 
more  stable,  except  for  a  couple  months  in  the  past.  Despite  the  situa- 
tion, the  cattle  industry  is  not  camping  on  the  doorstep  oi  the  Congress 
asking  for  handouts,  price  supports,  and  things  of  that  sort,  as  you 
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well  know.  We  do  feel  that  there  are  certain  things  that  Congress 
ueedfi  to  do  that  are  essential  to  economic  recovery  of  the  business  and 
a  continuing  successful  operation  of  the  production  of  food. 

What  has  been  brouglit  to  our  attention  is  some  form  of  pajinent 
assurance  for  livestock.  I  am  sure  you  are  well  aware  of  the  recent 
filing  for  bankruptcy  under  chapter  1 1  of  the  second  or  third  lai^est 
beef  slaughterer  in  the  country,  namely  American  Beef  Packers  in 
Omaha,  leaving  an  amount  owed  to  cattle  feeders,  principally,  but 
some  s\\Tne  producers — leaving  an  amount  owed  of  between  $20  and 
$23  million. 

Senator  Dole.  What  is  the  status  of  that  now?  Has  General  Elec- 
tric credit  made  some  move  to  extend  the  line  of  credit? 

Mr.  Maqdanz.  They  have  collected,  as  I  understand  it,  much  of 
their  original  revolving  line  of  credit.  However,  it  is  true  that  they 
are  supposed  to  advance  some  additional  credit  after  they  have  reduced 
their  volume,  in  order  to  open  the  plant  in  Oakland,  Iowa.  That  plant 
was  supposed  to  open  under  chapter  11  on  Monday.  It  did  not  open 
on  Monday.  I  am  not  sure  that  it  opened  yesterday,  I  do  not  know 
about  todav. 

Senator  Dole.  Do  you  have'anv  late  information  on  what  hopes 
the  farmer  may  have  of  recoverir^  nis  money?  I  get  a  lot  of  calls  from 
Kansas  in  the  middle  of  the  night.  I  euess  they  cannot  sleep.  I  do  not 
really  blame  them.  They  lost  several  thousand  dollars. 

Are  the  chances  any  brighter  for  recovery  now  than  they  were? 

Mr.  Magdaxz.  I  have  to  answer  that,  Senator  Dole,  ves.  I  think 
the  chances  of  recovery  here  are  better  than  they  appeared  to  be  some 
time  ago.  I  cannot  pinpoint  when  they  might  get  their  money  or 
whether  they  might  get  ail  of  it.  At  least  we  are  hopeful  that  there  is 
going  to  be  some  recovery  here  before  very  long. 

We  have  been  working  with  the  situation,  frankly,  since  January  7, 
and  have  actually  done  little  else  except  try  to  work  out  a  plan  whereby 
these  people  can  recover  their  money. 

Senator  Dole.  It  might  be  well,  Mr.  Chairman — and  maj'be  the 
staff  is  already  doing  it — if  they  could  get  the  latest  information. 
It  does  involve  a  great  number  of  people  and  a  great  deal  of  money. 

The  Chairman.  We  will  get  all  tne  information  we  can. 

Mr.  Maqdaxz.  There  is  somewhere  between  400  and  500  people 
that  are  right  now  holding  either  unpaid  checks  or  have  not  received 
checks  at  all,  amounting  to  this  total  between  $20  and  $23  million 
unpaid  accounts,  that  range  frankly  all  the  way  from  a  few  thousand 
dollars  to  as  much  as  $1  million. 

The  Chaibman.  Ai'e  they  in  the  feeding  business,  or  just  the 
slaughter  business? 

Mr.  Magdaxz.  They  did  have  a  feedlot,  and  this  has  now  been  sold. 
They  did  lose  heavily  in  the  feeding  operation.  I  think  more  promi- 
nently, they  overexpanded  too  fast.  Perhaps  the  single  instance  that 
pulled  them  under  was  the  plant  in  Dumas,  Tex.  They  started  to 
Duild  this  plant  at  a  cost  of  about  $12  million,  and  it  ended  up  costing 
$23)4  million,  and  they  had  to  use  operating  money  to  finish  it. 

This  reduced  the  money  that  they  had  to  pay  for  livestock.  I  think 
this  is  what  really  pulled  them  under. 

Senator  Dole.  They  are  trying  to  sell  that  now? 
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Mr.  Magdanz.  They  are  trving  to  sell  the  Dumas  plant.  They  are 
trving  to  sell  the  plant  in  Nebraska  City.  That  would  leave  them  a 
plant  at  Fort  Morgan,  Colo. 

There  is  an  Omaha  plant.  There  is  the  Beedand  International  in 
Council  Bluffs,  Iowa,  and  a  hog-slaught«rin£  plant  in  Iowa.  These 
other  plants  range  from  being  reasonably  profitable  to  verj'  profitable. 
The  two  I  mentioned  are  not  so. 

The  Chairman.  Any  further  questions,  Senator  Dole? 

Senator  Dole.  I  am  sorry  to  interrupt  your  statement  on  that.  It 
is  a  matter  of  importance  to  a  great  number  of  people. 

Mr.  Magdaxz.  I  know  that  it  is.  That  is  the  rea-son  I  included  it,  I 
am  trj'ing  not  to  be  repetitious  of  what  has  been  said  before. 

The  Chairman.  If  you  have  another  point  you  would  like  to  de- 
velop? 

Mr.  Magdanz.  If  I  could  just  take  1  minute^n  the  statement,  we 
do  recognize  some  various  approaches  to  the  solution  of  this  problem 
so  that  it  will  not  happen  again. 

The  Chairman.  You  are  talking  about  amendments  to  the  Packero 
and  Livestock  Act? 

Mr.  Magdanz.  Yes. 

The  Chairman.  Some  livestock  owners  visited  me  this  morning 
interested  in  that,  and  I  asked  them  to  submit  to  the  staff  their  recom- 
mendations BO  we  can  look  into  it,  and  hopefully  during  a  later  time 
during  the  year,  wc  can  consider  it. 

Mr.  Magdanz.  We  will  also  be  submitting  somethii^.  We  list  nine 
possibiHties.  We  do  not  mean  to  include  all  of  those.  We  are  going  to 
make  a  selection  from  them. 

The  Chairman.  Let  us  see  if  we  can  get  unanimity  among  the 
livestock  industry  and  support  of  the  Department  of  A^culttire,  and 
then  submit  it  to  our  staff,  so  the  committee  can  consider  it  at  the 
appropriate  time, 

Mr.  Magdanz.  That  would  generally  conclude  my  summary.  There 
are  a  few  other  things  that  are  ui  the  statement. 

The  Chairman.  Thank  you  for  an  excellent  statement.  We  are 
all  too  painfully  aware  of  the  plight  of  the  livestock  industry.  We 
regret  to  say  that  you  are  not  alone  in  that  sad  situation  at  the  present 
time. 

Mr.  Magdanz.  We  know  of  your  concern  and  appreciate  it.  Thank 
you. 

(The  prepared  statement  of  Mr.  Magdanz  follows:] 


VIEWS  \SD  COMMENTS  TO  IMPBOVE  F.\HM  PKOORAUS 

Speaking  for  the  National  Livestock  Feeders  Associntion,  headquartered  in 
Omaha,  Nebr.,  1  understand  the  purpose  of  these  hearing  i8  to  discuss  the  merite 
of  a  number  of  contemplated  changes  in  the  existing  farm  program,  namely,  thft 
Agriculture  and  Consumer  Protection  Act  of  1973.  In  eo  doing;  we  are  to  recogniie 
the  factors  that  do  exist,  and  to  focuH  upon  the  impact  these  factors  have  on,  and 
are  creating,  in  the  ngricaltural  sector  of  the  economy. 

It  ix  our  further  understanding  that  we  can  comment  on,  and  propose  with 
reiipect  to,  segments  of  agriculture  other  than  crop  production  which  are  in  great 
di.«tress  and,  though  not  directly  involved  in  programs  encompassing  teed  grains 
and  other  crops,  are,  nevertheless,  significantly  affected  by  them. 
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Chsngcii  in  agrictillure  which  have  occurred  in  just  two  jeais,  since-the  passive 
III  the  Act  rif  107^,  arc  profound.  There  is  no  need  to  dwell  upon  them  extenaivel}', 
HiriCA  they  wen;  covered  very  ahly  by  the  Chairman  in  his  opening  statement  on 
F(;hruiiry  3.  Kvcn  ho,  I  enumerate  a  few  that  are  particulariy  significant  to  this 
dLtciuviion. 

Agricultural  prriduction  coHts  have  skyrocketed,  grossly  increasing  the  need  for 
capital,  and  nectMHitating  higher  return  to  cover  these  additional  costa. 

A  very  nhort  fetid  xrain  crop  in  1974  triggered  prices  well  beyond  cost  of  produc- 
tion, and  allowed  tho^e  producers  who  did  enjoy  a  reasonable  crop  to  reap  good 
priititfl. 

Hut  a  large  crop  in  1975  could  bring  drastic  reductions  in  the  price  of  feed 
griiinH,  and  Much  a  prospect  may  already  l>c  having  some  cSect. 

OimieHtic  demands  for  feed  grains  in  197o  are  t>ound  to  be  decreased  as  hog 
niinilMrrH  an-  down,  catttc  feeding  hai*  ticen  reduced,  dairy  herds  are  being  cut 
hack,  and  poultry  people  have  been  reducing  their  production. 

The  demand  of  Consign  countricH  for  our  exports  of  feed  grains  and  other  crops 
appearx  to  \n:  waning. 

The  objectivi!  of  a  farm  program,  it  srcms  to  us,  is  to  provide  some  stability 
in  the  market  |>luci!  for  feed  grainti,  and  other  cn>)»(;  to  instiJate  against  disastrous 
priccfi  in  caMCH  tif  pn)duction  significantly  in  excess  of  demand,  usage  and  Aw- 
npjNiaranre:  to  [)r()vide  farmers  with  greater  freedom  to  make  production  and 
iiiarkiiting  decUions;  and  to  reduce  government  influence  in  the  farm  commodity 
market  plact;  as  wtrll  at  reduce  the  farmer'^  dej^ndence  on  government  payments 
tlkTolIgh  increased  retiimH  from  sales  of  f:irm  products  both  at  home  and  abroad. 

The  {Hwition  of  thi;  National  Livestock  Feeders  A.'isnoiation,  ever  since  the 
iden  wa-i  conccsivcKl  and  the  appniach  prontuted,  has  been  to  support  the  target 
prira!  concept  for  teed  grains. 

The  targ<;t  price  i!<ii])pori',  we  hasten  to  add,  should  be  at  a  level,  though,  that 
will  not  oviir-jtliinulato  production  nor  force  domestic  production  out  of  the  world 
liiorket-t. 

While  there  may  !«;  debate  over  the  level  of  price  support,  in  the  opinion  of 
llie  NLFA,  that  lcv»!l  should  Iw  at  no  more  than  average  coat  of  ]>roduction. 
The  pur|>osc  of  such  a  program,  in  oiu  opinion,  is  protective,  and  should  not  be 
designed  to  guarantee  cost  of  production  plus  a  profit. 

Assuming  this  position,  and  under  existing  circumstances,  it  is  obvioua  that 
SI. 38  for  corn  is  too  low  and  there  is  am|jle  justilication  for  increasing  the  support 
level. 

Having  checked  with  various  experiment  stations  doing  cost  accounting 
Huuimaries  and  jirojections,  our  recommendation  is  that  the  target  price  for  corn 
be  in  the  range  of  $1.75  to  $2.00  per  bushel  for  1975. 

A  level  at  or  near  cost  of  production  will  still  oSer  a  degree  of  price  protection 
to  offset  risks  of  over-production,  would  allow  a  srower  to  recover  costs  or  nearly 
HO,  but  should  not  over-stimulate  production.  Keep  in  mind  the  latter  can  be 
disastrous  to  feed  grain  producers  and  have  an  undesirable  impact  eventually 
im  livestock  production. 

It  miLHt  be  recognized,  though,  thatlivestockprovidesamarket  for  thelargeshare 
of  our  feed  grain  production.  Without  this  market,  even  though  exports  continued 
nt  a  reasonable  level,  feed  grain  production  would  nave  to  be  cut  back  significantly 
or  prices  would  assume  substantially  lower  level.*. 

The  livestock  busine-w — cattle  feeding  and  hog  production,  as  well  as  dairy 
and  poultry  production — must  be  considered  in  establishing  target  prices  for 
feed  pains. 

Prices  that  arc  too  high  make  cattle  feeding  and  swine  production  unprofitable. 
Prices  that  arc  Uw  low  for  any  extended  period  tend  to  over-ntimulate  livestock 
production.  The  lutler  is  not  as  pronounced  today  as  it  was  20  years  ago,  but  is 
still  a  factor. 

With  little  question,  the  low  prices  for  feed  grains  that  prevailed  generally 
throughout  the  1960's  and  into  the  early  1970's,  were  a  factor  in  the  over-expan- 
sion of  cow  herds  and  cattle  production',  us  well  as  In  cattle  feeding. 

Conversely,  the  increase  in  feed  grain  prices,  spurred  by  low  crop  production  in 
1974,  was  at  last  aprominentfactorin  the  more  recent  severe  losses  being  taken  by 
cattle  feeders  as  well  ns  producers.  Swine  producers  are  able  to  adjust  production 
siwncr  Iteeause  of  the  much  shorter  left  cycle  of  the  hog. 

With  respect  to  Government-held  cro|i  reserves,  the  National  Livestock  Feeders 
Association  takes  a  dim  view. 

SutiHtantial  market  distortion  is  inherent  in  such  a  system.  In  our  opinion,  the 
market  simply  cannot  t>c  insulated  from  the  existence  of  such  reserves. 
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Our  members  do  favor,  however,  that  aay  reserve  stocks  be  controlled  bj^  faimerB 
under  a  reaeal  program  similar  to  that  in  effect  now,  even  though  quantities  ot 

1974  crops  put  under  support  loans  was  much  lesa  than  a  year  earlier. 

On  export  restraJnts,  or  licensing  suggestion-s,  we  call  attention  to  the  fact  that 
certain  authority  is  now  contained  in  the  Export  Administration  Act  to  restrict 
the  exportation  of  agricultural  commodities,  the  production  of  whictk  fajla  below 
domentic  needs.  In  the  judgment  of  the  NLFA,  this  authority  is  sufficient. 

It  would  seem  most  inconsistent  to  support  export  restraint^  on  such  products  as 
feed  grains  and  other  crops  while  maintaining  a  firm  position  against  controls  on 
other  products  sach  as  cattle  hides. 

In  conclusion  of  the  comments  of  the  NLFA  on  target  prices,  government- 
held  crop  reserves  and  export  restraints,  it  is  our  strong  recommendation  that 
support  levels  be  raised,  but  we  caution  against  increases  that  are  of  such  extent 
and  magnitude  as  to  be  of  disservice  to  the  livestock  industry,  to  consumers,  and 
even  to  feed  grain  producers  themselves  in  the  long  run. 

Additional  Views  and  Comments 

disasters  in  the  cattle  inddstrv 

Certain  comments  appear  appropriate  at  this  time  with  respect  to  the  cattle 
industry  even  though  not  related  directly  to  target  prices,  grain  reserves,  or  ex- 
port restnunts  on  crops. 

The  cattle  industry  is  still  in  a  disastrous  economic  position  with  slaughter 
continuing  at  high  levels,  beef  production  at  an  unprecedented  rate,  and  no  sub- 
stantial evidence  of  relief  from  these  conditions  foreseeable  in  the  immediate 
future. 

On  Jan.  1,  1975,  all  cattle  and  calves  in  the  U.S.  totaled  131,336,000  head,  4.1 
million  or  3%  above  a  year  earlier.  Cows  and  heifers  that  have  calves  were  up  4%; 
Beef  cows  were  up  6%;  Heifers  500  lbs.  and  over  were  up  3%;  Heifers  for  beef  cow 
replacement  were  up  8%;  Steers  500  lbs.  and  over,  however,  were  down  8%. 

Our  feed  production  factory  is  still  running  in  high  gear  and  probably  will  be  for 
another  year  or  two. 

Cattle  on  feed  Jan.  1,  1975,  in  23  states  totaled  9,619,000  head,  26%  below  a 
year  ago,  and  31%  below  Jan.  1,  1973.  The  on-feed  total  is  the  lowest  for  Jan.  1 
since  1965. 

Fed  cattle  slaughter,  however,  is  not  down  as  much  as  on-fecd  figures  would 
indicate  because  cattle  have  been  going  into  lots  at  heavier  weights  and  are  being 
fed  for  shorter  periods. 

Yet,  we  arc  experiencing  increased  l>ecf  production,  the  increa.sc  coming  from 
stepped-up  slaughter  of  non-fed  steers  and  heifers  plus  notable  increa-aes  in  slaugh- 
ter of  cows.  Total  commerical  cattle  slaugbter  In  1974  came  to  36,777,000  head 
compared  to  33,687,000  head  in  1973. 

Total  beef  production  in  1974  came  to  22.8  billion  lbs.  compared  to  21.1  billion 
lbs.  in  1973.  Production  amounted  to  116.3  lbs.  per  capita  in  1974  vs.  109.6  lbs. 
per  capita  in  1973. 

Average  price  of  Choice  steers  at  Omaha  wax  S3S.28  per  cwt.  in  the  4th  quarter 
of  1974  ana  prices  are  at  lower  levels  today.  Feeder  cattle  prices  range  from  $30 
per  cwt.  down  to  nearly  S20  per  cwt.  depending  on  quality  and  class. 

Increased  beef  production  is  forecast  for  1975  and  could  exceed  23.0  billion 
lbs.  Prices  of  Choice  steers  could  recover  some  in  the  near  future  as  a  result  of 
lower  fed  beef  production  and  some  temporary  slack  off  of  non-fed  slaughter  by 
gras-s  time. 

Despite  these  critical  situations  under  which  losses  are  still  being  sustained 
cattle  feedem  and  producers  have  not  been  camping  on  the  doorstep  of  the  Con- 


grCH.'i  demanding  price  supports  and  price  a8Kistance.  It  is  contrary  to  our  policy. 

We  do  feel  justified,  though,  in  calling  on  the  Congress  for  certain  measures 
that  are  considered  essential  to  the  economic  recovery  of  the  business  and  its 
continued  successful  operation  in  the  production  of  food. 

Assurances  of  payment  for  livestock  by  packer  buyers  is  one  of  these  measures. 
Some  form  of  Government  action  will  be  necessary  to  establish  these  assurances. 

The  National  Livestock  Feeders  Association  has  purHued  amendments  to 
Federal  Laws  for  around  ten  years,  which  omendments  were  aimed  at  providing 
such  assurances.  However,  we  were  unable  to  convince  enough  people  that  the 
action  was  necessary.  A  recent  calamity  in  the  midwest,  which  reached  into  at 
least  seven  states,  should  provide  sufficient  evidence  of  this  need. 
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n  Omaha,  filed  for 

The  Znd  or  3rd  largest  beef  Hlnughtcrer  in  the  country  was  Ruddcnly  out  of  the 
market.  This  absence  of  a  large  buyer  has  iiad  a  Bignificant  depressing  impact  oa 
the  iive  cattio  murket. 

Heverul  hundred  cattle  feeders  and  swine  producers  (the  Company  operated 
one  hcifc  shiuebtering  plant)  arc  currently  unpaid  for  livestock  sold  and  delivered 
*-  * ,n  Beet  Packer '■  '       -—"  ""--  '  ''  '    ' '" 


to  American  Beet  Packerspriorto  January  7.  The  total  amount  of  unpaid  ai 
to  li\-eNtnck  feeders  is  $20  to  $23  niillinn. 

Unless  nil,  or  a  substantial  part,  of  thin  money  can  be  recovered  for  livestock 
feeders,  at  least  some  of  them  will  be  put  out  of  busines.^. 

An  official  creditors  committee  of  11  perHons  has  now  been  formalized  and  it 
include^!  8  livestock  operators.  An  effort  is  being  made  to  reopen  some  of  the  0 
plants  involved  and  to  pay  the  creditors. 

The  National  Livestock  Feeders  Association  ha,**  been  doing  everything  it  can 
to  recover  the  money  due  to  livestdck  feeders.  At  the  present  time,  it  appears  as 
though  eventually  they  can  l>e  paid,  but  there  is  no  certiunty  this  will  nappen. 

It  is  necessary  that  we  take  steps  as  quickly  as  possible  to  prevent  a  similar 
catastrophe  in  the  future.  Just  as  soon  as  we  can  complete  some  study  and  re- 
search, we  will  approach  this  Committee  with  a  plan  of  action.  I  express  the  hope 
It  can  he  favorably  received. 

At  the  30th  Annual  Convention  of  this  Association  held  in  Dallas,  Texas,  on 
February  5,  6,  &  7,  197.i,  the  membership  ordered  that  we  renew  efforts  to  es- 
tablish a  practical  payment  assurance  system  which  will  protect  feeders. 

They  recommended  a  multi-item  solution  rather  than  zeroing  in  on  a  single 
approach,  and  then  sugeested  procedures  to  be  given  consideration  include,  but 
not  be  limited  to,  the  following: 

1.  Prompt  payment  for  meat  and  meat  products  to  relieve  the  tremendous 
financial  burden  presently  carried  by  the  packing  segment,  and  passed  back  to 
feeders,  of  financing  the  distribution  segment; 

2.  llequiring  that  checks  in  payment  for  livestock  purchased  be  dranii  on 
banks  within  a  reasonable  proximity  of  the  ^ven  transaction  site; 

3.  Rstal>lit>hmcnt  of  an  insurance  system  similar  to  the  Federal  Deposit  Insur- 
ance Corporation,  or  other  form  of  insurance  fund; 

4.  Bonding  and/or  other  types  of  payment  assurances: 

.').  Provide  feeders  a  prior  and  overriding  lien  on  their  livestock  and  the  proceeds 
therefrom  until  payment  is  received; 

n.  Itequlre  packers  to  place  proceeds  of  snle  in  a  custodial  account  in  an  amount 
equal  to  the  payments  drawn  f()r  livestock; 

7.  Require  packers  to  pay  80^  of  the  estimated  value,  at  the  time  of  delivery, 
of  livestock  sold  on  a  carcass  basis; 

8:  Amend  the  present  float  system  used  by  packers  to  require  the  credit 
line  to  be  sutBcicnt  to  clear  all  checks  outstanding  at  any  point  in  time,  and  such 
other  changes  ok  will  make  the  system  low-risk  and  financially  sound;  and 

0.  Electronic  transfer  of  funds. 

From  this  list  and  other  ideas  that  may  be  developed,  we  expect  to  some  up 
with  an  equitable  plan  for  piiyment  assurance  within  the  very  near  future,  and 
we  request  the  serious  consideration  of  this  Committee. 

Uis crimination  still  exists  in  certain  metropolitan  areas  against  the  sale  of  fresh 
meats.  While  the  initiation  of  action  to  eliminate  these  discriminations  may  not 
be  a  responsibility  of  this  Committee,  nevertheless  action  to  eliminate  them  U 
necessary  to  realize  maximum  returns  for  livestock  and  maintain  the  free  opera- 
tion of  competitive  forces  in  the  market  place.  I  hope  there  is  no  obJectioD  to  my 


contracts  limit  the  sale  of  fresh  meats  to  hours  prior  to  6  PM,  Monday  through 
Saturday,  and  prohibit  their  sale  after  6  PM  and  on  Sundays  and  holidays  cvon 
though  the  store  remains  open  for  the  sale  of  all  other  items 

The  fabricating  and  boxing  of  beef  at  or  near  point  of  slaughter  is  an  efficient 
And  cost  saving  innovation  now  being  carried  on  by  a  number  of  meat  packers 
in  order  to  reduce  distribution  and  cutting  costs.  Yet,  laijor  unions  in  a  number  of 
large  cities  and  consumer  area.-,  comprising  in  total  over  20,000,000  people,  refuse 
to  haniUc  boxed  beef. 

Furthermore,  some  serious  strikes  have  been  precipitated  and  prolonged  over 
the  boxed  beef  Issue  seriously  tying  u|)  major  slaughtering  facilities  and  reducing 
the  outlets  for  fed  cattle. 
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At  least  one  major  packor,  in  order  to  gain  access  to  the  New  York  market  for 
it-;  products,  wns  forced  to  "biiy  its  way  in"  and  pay  off  the  labor  union  leaders, 
fi>T  which  the  Chairman  of  the  Board  and  the  Company  were  fouud  guilty  and  the 
Company  was  fined.  The  re.sult  was  either  an  increaae  in  the  cost  of  meat  to  con- 
sumer, or  a  decrease  in  returns  to  livestock  feeders,  or  a  combination   of  both. 

We  desperately  need  changes  in  our  laws  that  will  remove  these  road  blocks 
to  the  free  and  competitive  distribution  of  meat  and  meat  products  including  any 
restrictions  on  sales. 

The  matter  of  price  ceilings  or  price  controls  is  still  being  advanced  as  the  only 
w;iy  to  apply  the  brakes  to  inflation,  even  though  the  latter  problem  has  now  been 
piubordinat-ed  by  concerns  over  recession  or  even  depression.  We  solemnly,  but 
strongly,  warn  against  ever  imposing  price  controls  again,  particularly  in  peace 
lime.  Price  controls  have  never  worked,  and  only  serve  to  disrupt  normal  business 
functions,  end  distort  the  production,  processing  and  distribution  of  food  products 
iis  well  as  most  other  consumer  items. 

For  the  time  allowed  and  the  attention  given  to  the  pnsitioni  of  the  National 
Livestock  Feeders  Association,  I  express  appreciation  to  the  Chairman  and  to 
the  members  of  the  entire  Committee. 

The  Chairman.  The  next  witness  is  Mr.  Cv  Carpenter,  President, 
Minnesota  Fanners  Union,  St.  Paul,  Minn.  With  him  is  Mr.  Melvin 
Hamann,  Luveme,  Minn.,  and  John  F.  Traxler,  Le  Sueur,  Minn. 

STATEMEFT  OF  CT  CABFENTEB,  PRESIDENT,  HINITESOTA 
FAEHERS  TTNION,  ST.  FAUX,  Mlim. 

Mr.  Cakpenter.  Tliank  you,  Mr.  Chairman.  We  are  moat  appre- 
ciative of  the  opportunity  to  appear  before  this  committee,  particu- 
lnrly  on  behalf  of  the  family  type  of  operator  of  appro-ximatelj  1  to 
500  head.  The  gentlemen  I  have  with  me  are  snch  operators. 

I  have  a  brief  statement  that  I  would  like  to  read;  then  I  would 
like  to  refer  to  the  situation  immediately  past,  and  as  we  look  at  it, 
the  prospects  now  and  ahead.  To  provide  this  information  to  the 
lommittee  we  all  have  statements  to  submit  to  be  a  part  of  the  record. 

After  the  livestock  price  disaster  of  late  1973,  it  was  antici- 
pated by  some  in  USDA  that  1974  could  show  some  recovery  and 
improvement. 

The  books  have  now  been  closed  on  1974  and  these  results  can  be 
observed. 

As  of  January  15,  1975,  producers  are  receiving  51  p?rcent  of  parity 
on  beef  cattle;  calves  are  bringing  36  percent  parity;  ho^-i  are  bring- 
ing 82  percent  parity;  lambs  are  bringing  69  percent  of  parity,  and 
sheep,  63  percent  of  parity. 

We  can  cite  numerous  instances  last  fall  in  which  farmers  who  sold 
100-pound  calves  obtained  only  a  few  cents  over  marketing  and 
transportation  costs.  One  producer,  who  received  63  cents  as  the  net 
return  for  a  calf,  found  he  could  not  even  buy  one  hambui^er  sand- 
wich from  the  proceeds. 

These  are  not  the  only  disturbing  s^ns.  We  will  not  go  into  the 
details  on  that.  We  want  to  point  out  that  the  corn-hog  ratio  con- 
tinues to  drop.  As  of  1973  this  corn-hog  ratio  was  22.3;  now  it  is 
12.4. 

The  Chairman.  Wliat  would  the  ratio  have  to  be  to  produce  hogs 
profitably. 

Mr.  Carpenter.  I  do  not  have  that  figure,  and  it  is  difficult  be- 
cause of  the  rapidly  changing  import  costs.  We  do  have  the  kind  of 
documentation  attached  to  the  statement  that  would  provide  this. 
J  cannot  recite  it  from  memory,  but  it  is  in  the  record. 
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The  present  bcef-com  ratio  is  at  10.8,  compared  to  24.9  in  1973  . 
In  1074  beef  cattle  producers  were  able  to  share  part  of  their  disast^r 
with  the  cow-cattle  producer. 

\ow,  apparently  there  Is  a  hope  of  some,  given  a  mammoth  feed 
grain  crop  in  1975,  this  disaster  would  be  shared  with  feed  producers. 

We  think  this  is  a  part  of  a  myth  which  has  some  believers,  that 
to  have  a  viable  livestock  industry  that  is  self-adjusting,  only  leaves 
this  kind  of  sharing  of  disaster  with  other  forces. 

One  department  official  has  indicated  that  a  few  are  goii^  broke 
each  year,  is  the  most  healthy  thing  there  is.  Frankly  we  do  not 
share  that  kind  of  approach  to  the  livestock  industry. 

If  we  accept  this  theory,  the  problem  is  it  leaves  nothing  but 
bankruptcy  to  many  when  the  conditions  fluctuate  more  than 
anticipated. 

I  note  that  beef  cattle  prices  are  50-percent  of  parity.  In  1973  beef 
cattle  was  at  115,  calfpnces  125-percent  of  parity.  The  cycle  indeed 
has  been  very  short.  Those  who  have  been  in  the  business  recall  that 
prior  to  August  1973,  there  has  been  a  low  market  at  the  end  of  1970 
after  a  rally  earlier  in  the  year  from  a  bad  market  in  1969.  This,  in 
turn,  had  hiUowed  a  peak  market  at  the  end  of  1968,  which  in  turn 
followed  a  severe  slump  in  late  1966  and  early  1967. 

What  I  am  saying  is  that  the  livestock  industry  can  not  survive 
that  kind  of  roller  coaster  situation. 

We  would  challenge  anyone  to  show  that  this  kind  of  situation  is 
desirable  for  either  tne  fanner  or  the  consumer. 

We  think,  of  course,  some  d^ree  of  stabiUty  for  the  livestock 
economv  would  result  from  a  91^  to  UO-percent  stability  in  feed 
grain.  The  National  Farmers  Union  recommends  this  in  their  state- 
ment to  this  committee  earher. 

It  in  time  to  face  reality,  and  the  knowledge  that  something  better 
has  to  be  provided  the  livestock  farmer  than  putting  him  through  the 
roller  coaster  ringer  every  2  or  3  year^  as  currently  has  happened  in 
the  recent  past. 

There  may  be  something  better  than  the  kind  of  emergency  or 
disaster  loans  that  are  offered  to  allow  him  to  recover  after  facing 
such  a  disaster. 

U])  to  this  'point  in  our  statement  we  have  been  dealing  with  the 
general  livestock  situation.  To  get  a  fuller  perspective  on  conditions, 
we  feel  it  is  es.sential  to  look  at  the  situation  of  individual  producers 
so  you  can  relate  these  to  the  conditions  that  might  be  developed  or 
programs  that  might  be  developed  to  deal  with  this  situation. 

We  have  attached  exhibits  dealing  with  a  substantial  number  of 
average  operators  with  computer  type  records,  so  there  is  do  question 
of  the  validity  of  them.  They  are  not  the  extreme,  either  example.  We 
could  add  additional  thousands  to  this  kind  of  record.  Some  of  these 
printouts  are  now  being  made  available.  Frankly,  the  results  are  worse 
than  those  keeping  the  records  or  the  banks  or  others  dealing  with 
them  had  feared. 

At  this  point,  Senator,  with  your  permission,  I  would  like  to  now 
call  on  Mr.  Melvin  Ilamann,  who  is  one  of  these  livestock  producers. 
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Mr.  Hamann,  My  name  ia  Melvin  Hamann.  I  am  a  cattle  and  hc^ 
feeder  from  Luveme,  Minn.  I  participate  in  an  adult  farm  management 
prograjn  that  analyzes  farm  records  at  the  end  of  the  year. 

This  is  done  through  the  Jackson  Vocational  School  in  Minnesota. 
All  records  are  analyzed  and  we  receive  printouts  that  go  through 
computers  and  so  forth. 

To  beran,  to  show  you  we  keep  a  farm  record  book  that  looks  like 
this.  At  Uie  end  of  the  year  we  receive  the  printouts  that  you  received. 
It  is  about  16  copies,  ^very  phase  of  your  farm  operation,  every  crop, 
every  hog  operation,  cow  operation,  everything  is  separated,  and  you 
get  a  complete  analysis  of  what  your  farm  operation  is  doing.  Also  at 
the  end  of  that  year  youget  a  copy  like  this.  On  one  page  it  will  show 
you  your  farm  recoras.  The  next  page  will  show  all  the  records  of  the 
surrounding  four  counties,  and  you  can  compare  how  your  operation 
has  done  with  the  neighboring  counties. 

To  begin  with  the  mformation  is  typical  of  the  printouts  coming 
back.  The  adult  farm  management  instructors  listed  below  compiled 
thi»  information.  I  would  like  to  make  the  following  comments. 

These  comments  are  by  the  instructors.  At  the  present  time,  we  are 
netting  the  printouts  back  in  April  and  we  will  have  the  averages  of  the 
l&rias  in  the  four-county  area  of  southwestern  Minnesota  compiled 
in  a  booklet. 

Some  of  the  veteran  farm  training  programs  were  used  it  they  were 
typical  family  farms. 

We  need  to  give  credit  to  the  vocational  farm  business  education 
management  program  for  this  valuable  information. 

The  supplemental  costs  include  miscellaneous  livestock  expense, 
veterinary  expense,  and  custom  work. 

The  allocated  costs  include  power  and  machinery  costs,  livestock 
equipment  costs  and  building  and  fence  costs. 

The  return  over  all  hsted  costs  does  not  include  labor  or  interest 
expense  on  the  investment. 

These  records  come  from  Mr.  John  Murray,  director,  adult  farm 
management  program,  and  the  instructors  Mr.  Garland  H.  Anderson, 
Luveme,  Mr.  Wayne  Flynn,  Worthington. 

There  is  also  a  summary  of  12  beef  feeder  operations  in  the  Luveme 
and  Worthington  area.'  Chi  these  records  you  take  an  inventory  at  the 
beginning  of  the  year  of  your  livestock  and  it  is  entered  in  your  books. 
You  close  the  books  by  another  inventory  at  the  end  of  the  year. 

The  average  number  of  beef  feeder  cattle  in  these  operations  are 
224  head.  They  produced  an  average  number  of  pounds  of  beef  pro- 
duced 136,693  pounds.  There  was  a  net  increase  in  value  of  animals  of 
S35,071,  which  is  $24.57  per  hundred.  Their  total  feed  costs  were 
$60,402,  which  g^ves  you  an  average  feed  cost  of  $45.69  per  hundred- 
weight. That  means  it  costs  you  $45.69  to  put  out  100  pounds  of 
beef;  that  is,  feed  costs. 

The  return  over  feed  costs  was  a  loss  of  $25,771,  or  a  loss  per  hundred 
of  $21.11. 
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Then  you  have  your  total  supplemental  coats,  which  is  $1,832,  and 
your  total  allocated  costs  of  $3,773.  That  gives  you  a  total  loss  of 
$31,376,  or  a  loss  per  hundredweight  of  $25.02. 

If  yon  want  to  figure  out  to  an  average  animal,  the  animals  in  these 
12  hoards  gained  610  pounds,  and  at  an  average  loss  of  $25.02  i>«r 
pound,  that  gives  3'ou  a  loss  of  $152.68  per  animal. 

There  is  a  summarj-  of  six  beef  feeder  operations  in  Jackson  Coun  ty 
area.  There  the  average  number  of  beef  feeders  were  282  head.  T5ie 
pounds  of  beef  produced  were  164,923  pounds,  with  a  net  increase  in 
value  of  animal  of  $48,141 ,  or  per  hundred  value  of  $29.18.  Total  fe^sd 
costs  for  these  282  cattle  were  $81,750,  or  a  per  hundredweight  fe^d 
cost  of  $49.56. 

Their  return  over  feed  costs  was  a  loss  of  $33,608,  or  per  hundred 
$20.37.  Supplemental  cost  was  $2,G81.  Total  allocated  cost  was  $4,I07, 
which  gave  them  a  total  listed  cost,  a  loss  of  $40,396,  or  a  loas  of 
$24.48  i>er  hundred.  The  average  gain  on  these  animals  was  584 
jKiunds;  their  loss  per  hundredweight  is  $24.48  iier  hundred,  which 
gives  you  a  loss  per  steer  of  $143.17, 

Next  is  my  personal  o|»eration.  On  mj-  beef  feeding  operation,  I 
purchased  272  steers  and  I  had  26  calves  that  were  home  raised,  my 
own  cow  herd.  My  steers  I  purchased  in  November,  from  November  1 
to  January  12,  1974.  They  were  sold  between  the  period  of  October  19 
to  December  9. 

So  I  ]mrchased  or  raised  298  head  of  cattle.  I  purchased  or  raised 
146,170  pounds  for  a  total  cost  of  879,462.39  which  gave  roe  an 
average  cost  per  animal  of  $266.65.  I  paid  an  average  cost  of  $54.56 
per  hundred.  The  average  weight  was  490  pounds. 

From  this  herd  I  sold  and  butchered  one,  293  head;  I  sold  324,070 
pounds  of  beef  for  a  total  sale  of  $126,562.75.  The  average  selling 
weight  was  1,106  pounds,  the  average  selling  price  was  $39.05.  The 
average  selling  price  per  head  was  $431.95.  The  feed  I  put  into  these 
cattle,  the  feed  1  purctiased  which  was  in  some  form  protein,  was  a  feed 
bill  of  $9,573.70. 1  put  into  these  cattle  19.550  bushels  of  my  own  com 
which  I  place  a  value  of  $2.20  on,  for  a  com  bill  on  $43,010.  Thev 
ate  130  tons  of  com  silage  at  $15  a  ton  for  $1,950.  Thev  ate  600  tons  of 
haylage  at  $20  per  ton.  $12,000.  They  ate  5  tons  of  wild  or  alfalfa  hav 
at  $40  n  ton,  which  was  $200.  My  total  feed  expense  is  $66,733.70. 
I  had  a  trucking  in  bill  from  various  States  of  $299.74,  and  a  veterinarj- 
and  miscellaneous  bill  of  $794,  for  total  expenses  of  $147,290.62. 

The  selling  price  on  these  cattle  was  $126,562,75.  The  expenses 
were  $147,290.62,  which  gave  me  a  loss  of  $20,727.87. 

You  might  add  the  interest  on  these  calves,  which  is  $5,297,  which 
then  would  give  me  a  loss  of  $26,025.36. 

This  does  not  include  any  expen.se  for  labor,  waste  handling,  truck- 
ing to  the  slaughter  plant,  depreciation,  replacement,  repair  or  in- 
terest on  silos,  buildings,  cement  floors,  feed  bunks,  fences,  gates, 
fountains,  feeding  equipment,  gas,  electricity,  and  so  forth. 

Now  the  value  placed  on  this  feed,  I  placed  on  myself  on  January  1, 
This  is  what  I  felt  the  market  value  of  the  feed  was  at  this  time. 
That  is  what  I  entered  on  my  books,  so  I  carried  that  through  the 
following  year. 

However,  if  you  want  to  use  the  average  figures  for  the  year  that 
the  Jackson  Vocational  Sc-hool  uses,  it  reads,  it  raises  your  com  to 
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)  per  bushel;  com  silaee  at  $17  a  ton;  havlage  to  $27.50  s  ton; 
at  S50  a  ton.  This  would  increase  mj-  feed  "bill  by  $16,540. 
le   Ch.\[rman.    Unfortunately   your   time  has   expired.   I   read 
full  reixjrt. 
he  following  material  was  referred  to  on  p.  961,] 


SUMMARY  OF  12  BEEF  FEEDER  OPERATION  IN  LUVERNE  AND  WORTHINGTON  AREA,  197t 
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nmary  of  Melvin  C.  Hatnann  beet  feeder  operation,  Rock  County,  Minnesota. 

are  272  steer  calv&i  piircliased,  and  26  calves  liome  raised  in  this  group, 
ased  from  November  Iftt  to  Janunrj'  12,  1974.  Sold  from  October  19  to 
nber  9,  1974. 

ased  and  raised,  298  head. 
a.sod  nnd  raised,  146,170  pounds. 

Total  cost $79,462.39 

ge  cost  per  head 266.  6.T 

ge  cost  per  pound 54.  36 
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Average  weight  per  bead,  490  pounds. 

Sold  &nd  butchered,  293  head. 

Sold  and  butchered,  324,070  pounds. 

Total  sales- $126,562. 

Average  Belling  weight,  1,106  pounds; 

Average  selliag  weight,  price  per  hundredweight 39. 

Average  selling  weight,  price  per  head 431. 

Cost  of  catUe _ - 79,462. 


Feed  purchased : 

Home  raised  feed _. 9,573. 

19,550  Bushels  corn  at  $2.20 43,  Oltt 

130  tons  com  silage  at  S15 1,950. 

600  tons  haylage  at  $20 12,  OOtt 

5  tons  wild  and  alfalfa  hav  at  $40.  _ 20a 


Total  feed  expense 66,733.       70 

Trucking  in 299.      7* 

Veterinary  and  Miacellaneoua 794     7fl 

Total  expenses 147,29a  62 

Total  sales 126,562.  75 

Total  expense 147,  29a  fi3 

Loss - - 20,727.87 

Interest  on  calves 5,297.49 

Total  loss - 26,025.36 

This  does  not  include  any  expense  for  labor,  waste  handling,  truckinK  to  plant 
(slaughter),  depreciation,  replacement,  repair  or  interest  on  silos,  builaingti, 
cement  floors,  feed  bunks,  fences,  gates,  fountains,  feeding  equipment,  gas, 
electricity,  etc. 

The  value  placed  on  home  raised  feeds,  I  put  on  January  1,  1974  which  are 
low.  However,  if  you  would  use  the  yearly  average  Rgures  used  by  the  Jackaon 
Vocational  School,  which  places  corn  at  $2.80  per  bushel  j  com  silage  at  $17.00 
per  ton;  haylage  at  $27.50  a  ton;  hay  at  $50  a  ton,  this  would  increase  feed  cost 
by  $16,540.00,  which  in  turn  would  change  the  LOSS  from  ($26,025.36)  to 
($42,665.36). 

The  low  feed  cost  represents  a  loss  of  S8S.S2  per  steer,  or  a  feed  cost  of  $37.51 
cwt. 

The  high  feed  cost  represents  a  loss  of  $145.27  per  steer,  or  a  feed  cost  of  $46.80 
cwt. 

In  both  cases  all  other  costs  would  be  approximately  $4.00  cwt. 
Summary  of  Melvin  C.  Hamann  hog  operation.  Rock  County,  Minnesota. 
There  were  38  sows  at  beginning  of  year,  which  were  all  sold  by  March  1,  1974. 
The  rest  of  operation  is  purchased  feeder  pigs. 

Beginning  inventory,  160  head,  28,160  pounds _     $10,916.00 

Ending  inventory,  390  head,  50,760  pounds 23,652.  00 

Sold,  771  head,  188,280  pounds 65,956.78 

Total  pounds  purchased,  210,880, 

Total  value  produced- 78,692.  78 

Average  weight  sold,  244  lbs. : 

Average  price  per  head  sold,  $85.55. 
Average  price  per  hundredweight  sold,  $35.03. 
Expenses: 

1,004  head  feeder  pigs  purchased- 27,823.00 

Average  price  per  pig,  $27.71. 
Average  weight  per  pig,  49  pounds 

Feed  purchased  included  grind,  mix  and  delivery 46,  850,  54 

Veterinary  expense,  bedding,  medicine,  spray,  etc 1,  539.  52 

Total  expenses - , 76,  2ia  06 

Net  profit 2,479.72 
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This  does  not  include  any  expense  for  labor,  intereat,  waste  handling,  trucking, 
depreciation,  replacement,  or  repair  of  buildings,  cement  floor,  feeders,  fountaiua 
fences,  gates,  etc. 

The  Chairuan.  You  may  proceed,  Mr,  Traxler. 

STATEMENT  OF  JOHN  F.  TSAXLEE,  LE  SUEUB,  HIKN. 

Mr.  Traxleb.  You  heard  what  happened  in  1974.  This  is  a  pro- 
jection of  my  cattle  in  1975.' 

I  purchased  164  heifers  on  July  20,  1974,  at  $36  per  hundredweight 
for  a  total  cost  of  $222. 

My  total  feed  cost,  and  this  does  not  include  labor  and  manacement, 
Was  $195.40.  So  I  took  the  value  of  this  animal  at  940  pounds  times 
$33.50  which  is  the  top  of  the  market,  netting  S314.90,  so  I  end  up 
^th  a  loss  per  head  of  $102.50,  or  a  total  loss  for  these  164  heifers  of 
S16,810. 

Going  down  a  little  further  into  my  chart,  I  have  a  neighbor  who 
testifies  that  in  this  form  that  he  lost  $82.82  per  head,  for  a  loss  on  his 
lotofS12,174.75. 

If  we  bought  cattle  right  now,  feeder  calves,  and  projected  them 
into  the  computer  to  find  out  how  we  would  come  out— we  took  a 
450  pound  steer  calf,  market  value  to  buy  it  is  about  22f(,  which  is 
quite  reasonable,  so  the  value  is  $99  total  cost. 

Going  on  down  we  have  a  total  feed  and  operating  cost  of  $340,  so 
we  would  lose  $36.52  if  this  animal  was  sold  on  today's  market.  So  we 
need  a  $39  selling  price  to  break  even.  We  would  end  up  with  $9. 
To  get  $20  per  head  for  our  labor  and  facilities,  we  need  $40 
per  hundred. 

If  there  are  any  questions? 

The  Chairman.  We  have  heard  the  sad  story  from  every  State, 
virtually,  in  the  Union  that  has  a  cow  in  it. 

You  have  told  us  the  sad  story.  What  can  we  do  to  remedy  it? 
Mr.  Cahpenter.  Mr.  Chairman,  I  am  sure  the  committee  is  wrestl- 
ing with  this  in  many  ways.  We  do  not  look  for  a  m^c  solution. 
We  do  think  the  stabilizing  of  feed  grains  on  a  continuing  basis  is 
essential. 

The  Chaibuan.  How  can  you  stabilize  feed  grains? 
Mr.  Cakpbntek.  We  thmk  a  substantial  support  loan  pn^am 
would  stabilize  the  price  of  feed  grains. 

The  Chairman.  It  would  merely  depress  the  price.  Remember 
every  time  we  have  had  huge  reserves,  tne  price  of  grtun  got  cheap. 
That  stimulated  the  livestock  industry  and  aggravated  matters 
rather  than  remedying  them. 

Mr.  Carpenter.  We  do  not  think  it  needs  to  result  in  an  excessive 
surplus  if  it  is  properly  implemented,  particularly  in  the  face  of  the 
world  demand  lor  graui.  We  do  t>iinW,  both  from  the  stEindpoini  of 
the  farmer  and  consumer,  Mr.  Hamann's  illustration,  he  has  pro- 
duced over  half  a  million  pounds  of  beef  and  pork  this  year,  to  suffer 
a  $26,000  loss.  We  must  have  better  action  that  we  have  had  in  the 
past. 

We  know  the  dilemma  you  are  faced  with. 
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The  Chairman.  A  lot  of  it  is  attributed  to  wrong  programs  adopted 
in  the  past,  the  freeze,  on  farms,  the  price  of  cattle:  things  of  that 
nature  have  aggravated  it  tremendously. 

1  do  not  see  any  immediate  short  term  remedy  to  the  beef  proUem 
because  of  your  long  cycle  breeding  a  heifer  and  turning  out  a  steer. 
We  have  embargoes  all  over  the  world  on  the  exports  of  beef.  We 
have  a  great  deal  of  beef  coming  into  this  country  that  should  not  be 
coming  m.  We  have  7  to  8  million  more  cows  than  we  have  ever  had. 

You  have  a  consumer  demand  that  is  harassed  by  inflation  and 
depression  and  everything  else.  I  think  it  is  going  to  take  time.  The 
one  remedy  I  think  we  can  speedily  enact  is  a  self-help  program,  a 
checkoff  program  where  the  farmers  would  go  and  use  their  oAvn 
funds  to  promote  the  utilization  of  more  beef.  Do  you  gentlemen 
support  that? 

Mr.  Cahpentbr.  Of  course,  we  recognize  the  industry  could  and 
will  do  everything  it  can  within  its  own  power.  However,  we  do  not 
think  it  can  do  it  itself,  with  reference  to  the  cycle  you  mentioned- 
We  rec<^ize  the  comjilexity  of  the  increafung  cow  numbers,  the 
disastrous  rise  and  fall  that  we  outlined  m  our  statement  is  much 
more  rapid  than  the  normal  .3  or  4  years. 

The  Chairman.  I  agree  with  you,  I  do  not  think  I  have  seen  a.** 
rai>id  a  transition  in  the  livestock  industry  as  we  saw  in  1974.  Yoii 
may  have  been  out  of  the  room  ^\■hen  the  President  of  the  American 
Cattlemen's  Association  testified  the  feeding  and  operating  losses  oi» 
cattle  were  $5  billion,  inventory  losses  of  $20  billion  in  1  year. 

Mr.  Carpenter.  In  that  connection  I  think  it  needs  to  be  recc^- 
ni/^d  from  the  standjjoint  of  the  consumer  that  the  total  loss  goes 
substantially  beyond  that,  Wliile  there  may  be  a  need  for  expenditure 
in  programs,  it  "may  be  a  wise  investment  rather  than  suffer  the  loss 
anti  the  additional  billions  that  woidd  be  accumulated. 

The  Chairman.  Thank  you  gentlemen. 

Senator  Dole? 

Senator  Dole.  I  have  no  questions. 

The  Chairman,  Thank  you  ver\-  much. 

[The  prepared  statement  of  Mr.  Carjienter  and  Mr.  Traxler  follows:] 


After  the  livestock  price  disaflters  of  late  1073,  it  was  anticipated  by  some  in 
USDA  that  1974  could  show  aome  recovery  and  Jmprovemeat. 

The  books  have  now  been  clewed  on  1974  and  these  results  can  be  observed: 

As  of  January  15,  1975,  producers  are  receiving  51%  of  paritv  prices  for  iieef 
cattle;  Calves  are  bringing  36%  parity;  Hog«  ar?  bringing  82%  parity;  Lambs 
are  bringing  69%  of  parity,  and  sheep,  63%  of  parity. 

We  COD  cite  numerous  instances  last  fall  In  which  farmers  who  sold  100-pound 
calves  obtained  only  a  few  cents  over  marketing  and  transportation  coata.  One 
producer,  who  received  63^  as  the  net  return  for  a  calf,  found  he  could  not  even 
buv  one  nanibu/gcr  sandwich  from  the  proceeds. 

Thwe  are  not  the  only  disturbing  signs: 

Culling  of  dairy  cattle  has  been  extremely  high  during  the  past  yejir,  reflecting 
the  crisis  in  that  industry.  Few  seem  to  rc'cognize  that  an  important  portion  of 
our  red  meut  volume  comes  from  the  dairy  segment  of  the  livestock  economy. 

Liquidation  of  calves  continues.  Calf  slaughter  was  up  83%  in  December,  1974, 
compared  to  a  year  earlier. 

Prospects  on  December  1st,  were  that  the  1975  Spring  pig  crop  would  be  the 
smallest  in  40  years. 
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Even  with  the  softening  of  gr&ia  prices,  feed  eoet-price  relationships  are  still 
tieil  below  the  levels  which  in  the  paat  have  encouraged  output  of  livestock,  dair^ 
and  poultry  in  the  past, 

As  of  January  15,  1975,  these  ratios  prevailed: 


Jin.  IS,  1973 

Jiiv.lS,1974 

Jm.  is,  1975 
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In  1974,  fed  cuttle  producers  were  able  to  share  part  of  their  disaster  with  the 
cow-calf  producer. 

Now,  it  Ls  appnrently  the  hope  of  the  experts 
mammoth  crop  of  feed  grains  In  1975,  cattlemen 
feed  producers. 

It  nas  all  been  a  part  of  the  myth,  which  has  had  devot  believers  in  TJSDA 
and  in  some  of  the  cattlemen's  groups,  that  we  can  have  a  viable  livestock  In- 
du-ttry,   which  is  self-adjusting,  if  we  only  leave  things   completely  to  market 

Apparently,  part  of  this  thesis  has  been  the  acceptance  of  the  idea  that  "a  few 
^.^Us  going  broke  each  year  Is  one  of  the  most  healthy  things  there  is,"  as  one 
l'~>'il)A  official  expressed  it  last  week. 

If  we  Ciin  imderstand  the  theory,  it  is  supposed  to  work  like  this — the  bank- 
ruptcy of  a  few  is  sup|>oscd  to  send  signaU  back  to  others  of  what  the  market 
Wants.  The  smart  operators  will  react,  readjust  and  presumably  prosper. 

The  fault  of  this  philosophy  is  that  it  has  nothing  to  offer  when  there  is  bank- 
fuptcy  UtT  the  many,  not  just  for  the  few.  It  has  nothing  to  stem  the  tide  when 
tbere  in  an  exodus  out  of  dairying,  livestock  or  hog.s. 

Unfortunately,  farmers  who  produce  livestock,  nave  been  without  constructive 
and  positive  leadership  on  the  part  of  their  own  commodity  spokesmen  over  the 
ytars.  It  has  been  typical  for  many  of  these  spokesmen  to  cry —  "keep  the  govern- 
ment off  the  farm",  leave  us  out  of  the  farm  programs,"  yet  when  their  beloved 
free  market  has  treated  them  rudely,  they  have  exceeded  the  speed  of  light  in 
their  da.'ih  for  Washington,  U.C.,  to  put  limits  on  meat  imports  or  to  have  the 
government  buy  vast  quantities  of  processed  or  froacn  meats  tor  school  lunch  or 
I'clfare  feeding  programs. 

Snme  cattlemen's  groups  therefore  must  boar  part  of  the  blame  for  the  roller- 
coaster  conditions  \rtiich  have  prevailed  in  recent  years.  They  have  not  only 
opposed  the  development  stabiliwition  programs  for  livestock,  but  have  actively 
opposed  measures  for  improved  stability  in  the  feed  grains  and  dairy  sectors 
"Hich  have  such  a  major  imijact  u])on  the  livestock  industry. 

In  the  opening  of  niy  statement,  I  noted  that  lieef  cattle  prices  are  now  at  .'iO% 
0  parity,  calf  prices  at  36%  of  parity.  It  should  l>e  recalled  that  in  August,  1973, 
beef  cattle  prices  were  at  115%  of  parity  and  calf  prices  at  125%  of  parity. 

The  cycle  indeed  has  been  short.  Those  who  have  been  in  the  business  recall 
ihiit  prior  to  the  August,  1973  peak,  there  had  been  a  low  market  at  the  end  of 
IS70,  aft«r  a  rally  earlier  in  the  year  from  a  bad  market  in  1969.  This  in  turn, 
had  followed  a  peak  market  at  the  end  of  1968,  which  in  turn  had  followed  a 
se^'crc  slump  in  late  1966  and  early  1967.  A  relatively  strong  market  prevailed  at 
the  end  of  1965  following  the  disastrous  markets  of  late  1963  and  early  1964. 

What  I  am  saying  is  that  livestock  producers  should  no  lunger  l>e  cxi>o3ed  to 
that  kind  of  a  roller-coaster. 

We  challenge  anyone  to  show  how  that  kind  of  a  livestock  economy  is  desirable 
either  for  the  producer  or  for  the  consumer  of  meat  products. 

Of  course,  some  degree  of  stability  for  the  livestock  economy  could  result  from 
the  approval  of  a  90  to  110%  of  parity  stabilization  program  for  feed  grains  and 
a  90%  of  parity  supuort  for  manufacturing  milk,  as  was  recommended  by  the 
National  Farmers  Union  in  its  statement  before  this  committee  on  February  3rd. 

But,  it  is  time  to  face  the  realities — and  to  acknowledge  that  something  better 
is  needed  than  to  put  the  livestock  farmer  through  the  economic  wringer  every 
two  or  three  years. 
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With  the  realities  of  inflation  and  the  high  costa  of  credit  and  farm  inputs,  it 
in  tim?  to  provide  some  basic  protection  to  th«  livestock  producer  who  ventiLrea 
the  high  rislcs  which  it  takes  today. 

It  must  be  something  better  than  emer^nc]''  loan  programs  designed  to  feiir^ce 
out  most  of  the  possible  and  needy  applicants. 

It  is  the  time,  in  our  opinion,  to  write  into  the  1975  Agricultural  Act,  a  system 
of  price  floors  under  livestock  prices.  How  these  price  floors  are  implemented, 
whether  through  payments  to  producers,  through  government  purchtkses,  or 
other  measures,  is  not  so  important  as  that  a  method  must  be  developed  i.ni- 
mediately  to  share  some  of  the  risk  which  producers  are  taking. 

Without  such  action,  the  trend  unusually  heavy  which  you  already  see  in  "tbe 
drop  in  feedlot  placements,  in  the  slaughter  of  cows  and  calves  and  in  the  drop 
in  the  prospective  pig  crop,  will  sharply  accelerate.  , 

The  meat  scares  of  1972  and  1973  will  be  pale  compared  to  the  scarcity  ahead 
if  nothing  is  done  to  keep  livestock  producers  in  the  business. 

Up  to  this  point,  in  our  statement,  we  have  been  dealing  with  the  generoi 
livestock  situation.  To  get  a  fuller  perspective  on  conditions,  we  believe  that  it 
U  essential  to  look  at  the  situation  of  individual  producers. 

We  have  therefore  appended  to  this  statement  a  tabulation  of  the  reports  of 
farm  management  studies  for  livestock  producers  in  Minnesota  in  197*.  These  are 
preliminary  figures  since  the  complete  tabulations  have  not  yet  come  off  the 


tive  samples. 

Accompanying  us  today  are  two  Minnesota  livestock  producers,  Mr.  Melvin 
Hamann  of  Rock  County,  Minnesota,  and  Mr.  John  F.  Traxler  of  LeSueur 
County,  who  have  data  to  submit  on  conditions  in  their  own  operations  and 
their  own  communities. 
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Nummary  of  records  of  43  farms,  each  with  about  40  or  more  cows. 
Total  of  1,620  beef  cows  included  in  summary. 

Return  over  teed  and  other  allocated  costs,  1974  $—$145.00  per  cow. 
For  the  year,  1973,  a  summary  of  the  operations  of  159  farms,  ^owed  a  plus 
figure  of  $135.00  as  a  return  over  teed  and  other  allocated  costs. 


Farm  A. — Raised  106  feeder  cattle,  1974,  Operations  showed  a  net  loss  of 
SS,478.00,  at  a  rate  of  $18.03  per  cwt.  or  a  rate  of  about  $80.00  loss  per  animal. 

Farm  B. — Raised  613  head,  shows  aminua  figure  of  $37,709.00  on  the  operations, 
at  a  rate  of  loss  of  $11.85  per  cwt.  or  about  $60,00  per  animal. 

Farm  C— Raised  121  head,  shows  a  minimum  figure  of  $26,807.00  on  the 
operations,  at  a  rate  of  toss  of  S27.51  per  cwt.  or  about  $1220.00  per  animal. 

Farm  D. — Raised  46  head,  shows  a  minus  figure  of  $14,747,00  as  the  return  over 
feed  and  listed  costs,  at  a  rate  of  loss  of  $37.01  per  cwt.  or  about  $320.00  per 
animal. 

CAMBT,     UIMN., 


/erage  of 
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S183.07  per  head.  On  the  second  lot  of  180  head,  the  loss  was  SI8,8S8.Si  . 
average  of  $104.77  per  head.  The  third  lot  of  116  head,  showed  a  net  loss  of 
$19,119.12,  an  average  of  $164.82  per  bead.  The  fourth  lot  of  355  head  resulted 
in  a  total  loss  of  $72,906.35,  an  average  of  $205.37  per  animal. 

Farm  B. — Raised  58  steers,  showed  a  total  loss  of  $6,473.38,  an  average  of 
$11.61  per  head. 

form  B. — Raised  260  steers,  sold  between  April  and  December,  1974.  Total 
operating  loss  of  $39,000.00  or  an  average  of  $150.00  per  head. 

[The  following  information  wm  referred  to  on  p.  966.] 
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Statksieht  of  John  F.  Traxler,  Rt.  1,  Le  Sceitr,  Minn. 

Mv  situation  on  present  feed  lot  of  cattle: 
Date  Purchased:  July  20,  1974. 
Purchase  Price  r  $36.00  per  hundredweight. 
Kind  of  cattle:  600  pound  beef  heifers. 
Number  of  head:  164. 
Feeding  program : 
July  20-Oct.  20  (92  days)  Haylage. 

Oct.  21-Dec.  15  f56  days)  com  silage  and  4  lbs.  shelled  crack  corn, 
Dec.  16-Jan.  12  (28  days)  com  silage  and  8  lbs.  shelled  crack  com. 
Jan.  13-Feb.  18  (37  days)  com  sUage  and  12  lbs.  shelled  crack  corn. 
Protein  Oct.  21-Feb.  18  (121  days)  Feeding  Period. 
Salt  and  Mineral  July  20-Feb.  IS  (213  days)  Total  Period. 
1974  Production  feed  cost  prices  (Basis) : 
Corn,  S203.66  per  acre  70  bushel  per  acre  yield;  8203.66^70= »2 .91  per 

bushel;  $2.91^56=f.05f  per  pound. 
Corn  Silage,  8203.66^15  tons=$13.57  per  ton;  $13. 57 <- 2000 =*.O0CS  per 

pound. 
Haylage,  835.00  per  ton;  S35.00-«-2000=f.0175  per  pound. 
Protein  $190.00  per  ton  t.096  per  pound. 
Sail  and  Afinerai  $14.00  per  hundred  $.t4  per  pound. 
'roflt  or  loss  under  current  situation;  cattle,  now  average  040  lbs.  (est.)  (Thejr 
could  be  sold) : 
Sales — 940  lbs.  at  $33.50  per  hundred,  top  market  South  St.  Paul 

February  14,  1975 _ $314  9" 


ipenses: 

Feed  cost: 

Oct.  21-Dec.  16: 

11.64 

Dec.  16-Jan.  12: 

28.27 

Jan.  13-Feb.  18: 

10.13 

0 

7.00 

1.52 

Annual  facility  cost,  S10.80-J-2  groups 

5.  40 

24.86 

Cost  8417.40  minus  sales  $314.90=$102.50  lost;  per  head  basis  Labor  and 
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FEED  COSTS 

I  bought  these  steers  to  make  some  moaey  and  to  furnish  the  public  with  food. 
147  good  and  choice  yearling  steers  purchased  July  10,  1974: 

Weight  at  579  pounda;  price  hundredweight,  840.43;  cost  per 
steer $234.  31 

Feed  cost : 

Corn  silage,  540  tons  at  SIO  per  ton, 36.73 

Hay  SSOperton  (15  tons) - 5.  10 

Com : - : 65.30 

Alfalfa  silage,  22  acres  at  $50  per  ncre  (2cropF')-_ 6.  80 

Concentrate  $180  ton - 18.90 

Interest  8.5  percent  (7  months) 11.  55 

Depreciation 5.  00 

Miscellaneous  (bedding,  water,  vet) 15.  00 

Labor 20.  00 

Feed  cost  to  February  15,  1975  ($38.69  hundredweight) 184.  38 

Projected  fini^^hing  cost;  60  pounds  at  $46  hundredweight 27.  60 

Projected  feed  cost  March  15,  1975- 211.98  ' 

Total  value 446.  29 

Projected  market  value  March  15,  1975;  1,085  pounds  at  $33.50._.-  363,  47 

Loss  per  head _ 82.  82 

Toulloss  (147  steers) 12,  174.54 

In  July  of  1973  when  Beef  peaked  at  858,00,  farmers  did  not  favor  this  because 
they  knew  it  would  meet  resistance  from  the  con.'iumer.  In  this  trade  of  farming 
a  rea-sonable  annual  profit  is  more  favorable  thnn  highlv  unstable  prices.  I  lost 
about  $22,000.00  last  year  in  beef  and  this  year'?  $12,174.00,  with  one  more  lot 
to  go,  is  a  far  bigger  loss  in  one  year  than  I  ever  had  profit. 

At  this  time  the  only  thing  that  keeps  me  from  going  on  Welfare  is  pride.  If  I 
lose  that  we  are  all  in  trouble. 

BUDGET  FOR  STEER  CALT,  USING  tlBERAt  SILAGE  RATION 
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<R  AND  FACIUTIES  WITH  DIFFEREHT  PRICES 


S: 

ZS.33 

18.40 

».*8 

-10.36 

flBEAK-EVtN  SELirNO  PRICES  THAT  WlaCOVEB  FEED,  OPERATING,  AND  «0  RETURN  fOH  UBOR  AND  FACILITIES 
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:H  FLOW  COSTS  OF  GROWmC  CORN  IN  197S  ON  RENTED  LAND 
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1974  fia-mer'a  coal  to  produce  1  buahd  of  corn 

Production  Cost  Per  Acre:  A««r— = 

Seed «aO^ 

SUrterfertiliBCr  (10-40-40  actual) - UH^K 

Nitrogen  (150  lb  actual) 210^ 

Weed  chemical lafitl 

Com  rootwonn  chemical 4.0K-J 

Gas,  oil,  grease 4.8i_* 

RepEure.- 5.5C* 

Machinery — Replace  and  interest 23.  OC^ 

HaUineurance..- 4.0O 

Interest — Operating  4  mos 1. 50 

Miscellaneous  cost 2.0O 

DrjingooHt 22.  0C7 

Storage -        4  CO 

Trucking  at  4  cents  per  bushel 4.40 

Land  viJuc  and  taxes 6(1  OO 

Labor  at  S4  per  hi— 5  hiB - 20.00 

Total  cost  per  acre 203.66 

Cost  per  bushel  (Coat  per  acre) 203.66 

no  bushel  yield  ($203.66-^110)--. L86 

Farmer's  coat  per  bushel  com 1.86 

Information:  110  bushel  yield;  S30  per  bushel  seed;  16i  per  pound  nitrogen; 
$80  per  ton  0-0-60;  $155  per  ton  0-46-0. 

The  Chairman.  The  next  witness  is  a  former  Member  ot  Coi^ress, 
the  Honorable  Clem  McS^dden,  Independent  Beef  Producers  of 
America,  Claremore,  Okla.  We  are  delighted  to  have  you  back  before 
our  committee. 

STATEICENT  OF  HON.  CLEU  HcSFASSEN,  DTOEFENSENT  BEEF 
FSODUCESS  OF  AMEEICA,  CLABEHOSE,  OELA. 

Mr.  McSpadden.  I  speak  this  morning,  first  of  all,  as  a  producer.  I 
might  add  I  bought  my  own  ticket  up  here.  I  do  represent  the  Inde- 
pendent  Beef  Producers,  a  new  organization  that  has  been  started.  We 
leel  that  the  horse  is  out  of  the  bam.  In  my  lifetime,  I  have  seen  three 
of  these,  the  first  one  when  I  was  too  little  to  remember,  in  the  depres- 
sion. The  first  steer  I  ever  owned  was  given  to  me.  I  sold  him  to  the 
local  butcher  for  7%  a  pound.  He  weighed  800  pounds  and  brou^t 
$12.  I  sent  his  hide — or  my  father  did — to  Des  Moines,  Iowa,  to  the 
county  tanning  company  to  have  a  rug  made  out  of  him.  We  got  the 
bill  back;  it  was  S17.50.  So  I  learned  \i'nat  the  middlemoD  was  when  I 
was  just  about  6  years  old. 

In  the  fifties,  this  second  wreck  happened  when  we  were  selling 
feeder  calves,  which  was  our  principal  deal  in  our  part  of  the  United 
States.  I  sold  feeder  calves  at  13  and  14.  This  differs  from  those 
inasmuch  as  the  purchasii^  power  in  the  thirties  and  the  fifties  still 
was  a  great  deal  more,  percentagewise,  outside  of  our  own  business 
than  it  is  today.  We  are  in  a  depression.  Everything  we  are  bujing, 
of  course,  is  in  an  inflationary  spiral.  My  little  operation,  with  250- 
or  230-cow  units;  is  based  on  selling  calves  this  fall,  I  cannot  afford 
feed,  and  will  have  to  buy  some  fertilizer  to  keep  it  going.  I  stand  to 
lose  about  $7,396  on  this  cow  operation.  You  gentlemen  have  beard 
testimony.  We  have  all  said  the  same  thing,  the  feeders  and  the  pro- 
ducers as  well. 
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The  question  I  think  we  must  resolve  is  what  the  Congress  and/or 
L-kc  administration  do  to  avoid  another  wreck.  In  my  opinion,  the 
inports,  of  comse,  should  be  reconciled  as  (juickly  as  possible.  We  are 
.xiporting,  in  round  numbers,  1,500  milhon  pounds  of  meat;  800 
founds  of  cow  is  going  to  go  40  percent,  or  a  little  more.  So  we  are 
mjiorting  close  to  a  h^f  a  million  nead  of  stock.  These  boxes,  or  cases, 
»f  imported  beef  are  those  tiiat  we  are  directly  in  competition  with 
vhen  we  are  trying  to  help  ourselves  in  culling  our  cow  herds.  We  are 
n  direct  competition. 

I  would  hope  the  Coi^ress  can  <iuickly  do  something  as  to  gettii^ 
this  to  the  floor.  I  do  not  think,  with  my  correspondence  with  Secre- 
tary Butz  or  the  President  during  the  tale  that  shaped  the  last  session; 
in  my  opinion.  I  do  not  think  they  Eire  going  to  do  anything  about  it. 
Congress  is  going  to  have  to  take  the  bit  in  its  mouth  and  do  it. 

Second,  if  we  are  living  in  an  era  where  everything  is  labeled — 
when  you  buy  vitamins,  as  you  know — within  Koo  of  a  percent  of 
vhat  you  are  buying,  it  seems  to  me  that  the  American  consumer, 
the  housewife,  is  entitled  to  know  what  kind  of  meat  she  is  buying. 
I  checked  personally  on  two  plants  of  a  major  soup  manufacturer 
in  this  country,  and  these  plants  at  that  penod  in  time  were  using 
100  percent  imported  beef.  Some  of  the  plants  tell  me  they  have  to 
cook  this  beef  twice  to  avoid  the  stench  and  smell.  The  American 
housewife  is  entitled  to  know  this.  The  American  housewife  and  the 
consumers,  the  teenagers,  who  eat  the  two  meat  patties  with  a  special 
sauce  and  all  that,  are  entitled  to  know,  by  and  large,  they  are  eating 
a  lot  of  canner-cutter  cows.  There  is  nothing  wrong  with  cow  meat 
for  hamburger.  But  people  are  entitled  to  know  that,  in  my  opinion. 
A  third  item — and  I  do  not  know  how  much  testimony  you  have  all 
heard — is  the  yellow  sheet.  I  do  not  think  one  moducer  in  our  country 
out  of  50  knows  that  there  is  a  yellow  sheet.  The  little  man  with  100 
cows  that  works  at  the  plant — where  these  100  cows  are,  those  that 
he  educates  his  kids  with,  buys  a  color  TV  with,  buys  a  pickup  with, 
he  is  $10,000  or  $15,000  behind.  It  is  hard  for  him  to  catch  up  to  this 
man  who  owns  this  place  with  several  thousand  cattle. 

The  methods  witn  which  the  yellow  sheet  works  leave  areas  for 
manipulation.  It  is  put  out  every  morning  by  -a  series  of  WAl^line 
calls  to  people  all  over  the  country.  I  have  outlined,  and  I  hope  you 

fentlemen  will  have  the  opportunity  to  look  at  the  hypothetical, 
would  Uke  to  read  one  hypothetical  situation  of  what  could  con- 
ceivably happen.  This  woiud  be  between  two  packers.  The  major 
company,  say,  has  a  hundred-carload  contract  to  deliver  beef  on  the 
sheet,  as  closed  the  market  on  Thursday.  On  Wednesday  afternoon, 
let  us  assume  the  market  is  lingering  on  this  particular  kind  of  beef 
around  60  cents  a  pound  for  this  grade.  This  packer  could  conceivably 
go  to  another  packer,  and  buy  two  or  three  carloads  to  fill  an  alleged 
shortage.  The  first  packer  commits  62  cents  a  pound,  and  buys  two 
or  three  carloads  of  meat.  Then,  this  could  be  reported  to  those 
people  putting  the  yellow  sheet  out,  and  easily  manipulate  the  market 
upwards.  The  same  thing  can  work  on  the  way  back. 

I  do  not  know  if  the  answer  is  a  central  exchange  or  not,  but  I 
think  these  things  should  be  made  public. 

The  Chairman.  Who  publishes  the  yellow  sheet? 
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Mr.  McSfadden.  A  man  by  the  name  of  Lester  Norton.  Let  me  set 
the  record  straight  now;  I  do  not  want  to  impugn  his  integrity.  He 
has  done  this  for  many  years. 

The  Chairman.  Is  that  made  av^lable  to  all  livestock  purchasers? 

Mr,  McSpaddbn.  Yes,  sir,  very  well. 

The  Chairman.  Auction  markets,  slaughtering  plants,  or  both? 

Mr.  McSpadden.  Yes,  sir.  He  has  a  stafi  of  8  or  10  people,  I  assume, 
on  WATS  lines  in  the  morning.  They  check  sales,  and  people  call  in. 
Ours  is  a  business  of  tradition,  as  you  well  know,  Mr.  Chauman,  and 
this  is  the  traditional  sheet,  and  it  is  the  method  by  which  trades  are 
made  on.  It  can  be  so  easily  manipulated  up  or  down  by  this  hypo- 
thetical situation. 

I  talked  to  a  man  bv  ^e  name  of  Wally  Dobson  in  Creek  County, 
Okla.,  2  weeks  ago.  He  is  convinced,  but  he  cannot  prove,  that  a 
packing  house  in  one  of  the  Dakotas  is  buying  a  lot  of  cow  carcasses 
in  our  country.  He  is  convinced  the  market  was  manipulated  2  or  3 
cents.  He  cannot  prove  it.  We  are  not  saying  this  is  wrong.  I  am  say- 
ing that  the  USDA  puts  one  out.  It  does  not  nave  enough  stature  that 
the  Department  of  Defense  uses  it.  They  are  the  fourth  lu'gest  pur- 
chaser of  beef;  they  still  use  the  yellow  sheet. 

The  Chairman.  Why  is  t^at? 

Mr.  McSpaddbn.  Tradition,  I  assume,  Mr.  Chairman.  I  cannot 
answer  that. 

The  Chairman.  Would  not  the  average  individual  think  the 
Government  document  would  be  more  accurate  than  the  one  put  out 
by  a  private  individual? 

Mr.  McSpadden.  I  would  rather  not  answer  that  today,  Mr.  Chair- 
man. I  would  question  that,  in  all  sincerity.  I  do  twt  like  the  yellow 
sheet,  but  I  would  question  whether  the  average  individual  would 
believe  the  Federal  Government  today,  if  he  is  a  cowman. 

The  Chairman.  It  would  depend  on  the  individual  in  the  Federal 
Government. 

Mr.  McSpadden.  Yes,  wr,  I  think  so.  Perhaps  an  exchange  of  sorts, 
like  we  have  in  other  commodities,  where  everything  is  open  and 
aboveboard. 

In  closing,  Mr.  Chairman,  we  are  trjTng  to  help  ourselves.  We  are 
not  looking  for  any  handout.  The  loan  oiirthat  we  passed  last  sessioD 
is  inadequate.  We  have  got  to  have  more  time,  especially  on  that. 
Some  large  producers  need  the  $250,000  limit  raised.  The  people  that 
are  in  my  league,  the  $250,000  is  not  that  important.  The  time  is;  not 
3  or  5  years.  It  is  going  to  take  longer  to  bail  out.  We  have  so  many 
broke  people  in  our  country. 

The  Chairman.  Do  you  have  any  recommendations  besides  ex- 
tending   the    time  period  for  repavment  under  the  loan  program? 

Mr,  McSpadden.  I  would  extend  that,  lower  the  interest  rates.  I 
would  knock  the  imports  out  as  quickly  as  I  could,  and  at  worst  go 
back  to  1964,  the  triggering  level  of  750,000  pounds.  I  think  that  it  is 
wrong  for  any  basic  industry  in  this  countrj'  that  is  producing  some- 
thii^ — when  they  are  all  broke,  to  bring  one  pound  oi  whatever  prod- 
uct that  is  affected  from  another  country.  Personally,  that  is  my 
philosophy. 

The  Chairman.  Particularly  when  the  other  countries  are  closed 
themselves. 
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Mr.  McSpaddbn.  Yes,  air.  I  would  push  the  new  grading  system. 
None  of  us  eat  choice  meat  at  home.  We  will  feed  a  yearlmg  for  60 
(lavfl.  We  are  eating  good  meat. 

'The  Chairman.  I  am  sorry,  your  time  has  expired.  You  made  a  very 
able  and  eloquent  statement. 

Any  questions?  Senator  Dole? 

Senator  Dole.  Just  a  comment,  particularly  in  reference  to  imports. 
That  is  a  matter  of  ^eat  concern.  Imports  are  down,  but  they  still  are 
about  1  billion  pounds.  You  may  have  been  wondering ;  a  number  of  us 
in  the  Congress  last  year  felt  we  could  do  it  by  legislation.  We  were 
kidding  ourselves,  more  so  in  this  Congress.  It  is  a  more  hberal,  con- 
sumer-oriented Congress.  I  do  not  see  any  chance  of  doing  it  from  a 
legislative  standpoint.  I  do  not  think  there  are  enough  votes,  because  of 
misunderstanding  of  what  it  might  do  to  consumer  prices.  Some  of  us 
intend  to  pursue  it,  as  you  probably  did  in  the  House.  I  found  out  very 
quickly,  when  I  started  to  call  my  amendment  up  one  day.  I  was 
notified  by  a  Republican  and  Democratic  Senator  from  urban  areas, 
who  indicated  to  me  ver^'  candidly  that  they  were  not  going  to  vote 
on  my  amendment.  Thev  would  talk  at  length,  if  necessary.  That  is 
another  part  cf  that  pacK^e. 

Mr.  McSpadden.  Mr,  Qiairman,  may  I  have  30  seconds?  Ten  of 
us  are  starting  a  little  meat  market.  We  are  opening  in  3  weeks.  We 
do  not  know  if  it  will  work  or  not.  We  hope  it  does.  We  hope  to  use 
this  expertise  to  help  other  citizens. 

The  Chairman.  What  percentage  of  the  food  dollar  do  livestock 
producers  get? 

Mr.  McSpadden.  I  do  not  know,  mt. 

The  Chairman.  In  the  total  of  American  agriculture,  my  recollec- 
tion is  39  cents  out  of  the  food  dollar,  where  you  are  talking  about  61 
cents  of  the  food  dollar  that  does  not  go  to  the  farmer.  It  is  the  middle- 
man, or  whatnot. 

Thank  you  very  much.  Congressman.  We  appreciate  your 
contribution. 

[The  prepared  statement  of  Mr.  McSpadden  follows:] 


Every  morning  today  on  Chicago's  Near  North  Side,  Lester  Norton  produces  a 
price  report  known  natiODBlly  in  the  meat  trade  as  the  Yellow  Sheet.  He  hae 
published  thLi  since  1948.  Although  no  one  knows  for  sure  the  circulation,  moot 
people  in  the  livestock  industry  feci  it  ia  in  excess  of  10,000.  Another  belief  shared 
by  the  overwhelming  majority  estimates  that  90%  of  all  United  States  wholesale 
meats  are  governed  at  least  indirectly  by  the  yellow  sheet  price. 

Meat  brokers,  wholesalers,  processors  and  even  some  packers  feel  that  the 
possibility  of  price  rigging  eusts.  In  no  way  do  I  want  to  iimiugn  Mr.  Norton's 
integrity  or  his  desire  to  quote  prices  aa  he  hears  them,  but  Mr.  Norton  and  his 
staff  each  morning  make  and  receive  phone  calla  all  over  the  United  States  and 
by  this  contact  with  sellers,  buyers  and  brokers,  establish  the  price  of  meat  for 
that  particular  day. 

Here  is  a  hypothetical  cTample  of  what  two  packers  could  conceivably  do.  A 
major  company  has  100  carload  contracts  to  deliver  beef  "at  the  sheet"  as  of  the 
close  of  the  market  on  Thursday.  On  Wednesday  afternoon  let's  assume  the  market 
ig  lingering  around  60i  a  pound  for  the  particular  grade  of  beef  involved.  This 
packer  then  api>roaches  another  packer  and  asks  to  buy  two  carloads  of  this  type 
beef  to  fill  an  alleged  shortage.  The  first  packer  bids  62^  a  pound.  As  soon  as 
thi-s  deal  is  made,  it  is  reported  to  the  yellow  sheet  which  would  reflect  a  closing 
tran-saction  on  Wednesday  of  G2i  a  pound  without  mentioning  names.  It  is  easy  to 
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morning,  or  roughly  $46,000.  Thus,  both  the  producer  and  consumer  are  the 
victims.  This  can  also  work  on  a  downward  side. 

Another  hypothetical  example  of  market  manipulation  would  be  a  liigh4ow 

processor  split.  Let's  assume  that  a  packer  and  a  processor  want  a  ten-caiioad 
transaction  at  60^  a  pound  but  the  packer  with  heavy  orders  scheduled  to  be 
sold  that  day  "at  the  sneet"  is  riding  a.  recently  high-ball  price  of  62(!  to  the  yellow 
sheet  and  doesn't  want  to  lower  the  market  at  the  close  of  that  particular  day.  So 
the  packer  Bells  eight  carloads  at  58#  and  the  remaining  at  61|j.  The  money  is 
exchanged  as  if  ail  carloads  had  been  sold  at  the  sheet  price  but  the  sheet  stays  up. 
The  producer  and  the  consumer  arc  both  caught  in  the  middle  of  theae  things  that 
most  people  in  the  industry  firmly  believe  are  happening  but  can't  prove.  The 
U.D.iS.A.  has  a  daily  price  report  whose  prices  diner  from  the  yellow  sheet's  on 
occasion  but  is  lacking  in  prestige  so  that  toe  Department  of  Defense,  the  nation's 
4th  largest  meat  buyer  uses  the  yellow  sheet  instead.  1  tirmly  believe  that  this 
committee  and  the  Congress  should  give  due  thought  to  a  central  exchange 
where  all  wholesale  meat  transaotions  would  have  to  be  conducted  In  the  open. 
Imports 

With  the  livestock  industry  going  broke,  the  height  of  folly  is  to  continue  the 
meat  import  program.  Approximately  1,500, 000, (K)0  pounds  of  imported  beef 
will  flood  the  United  Statis  this  year  unless  something  is  done.  All  this  meat  is 
boned.  Let's  assume  the  average  cow  slaughtered  in  this  country  weighs  800 
pounds  and  will  bone  40%.  This  represents  almost  a  half  million  cows  coming  to 
the  American  public.  This  puts  our  livestock  producer  in  direct  competition  for 
the  cow  meat  market.  Or  to  put  it  another  way,  approximately  6%  of  the  meat 
consumed  here  in  the  United  States  cornea  from  foreign  sources.  Admittedly,  the 
female  numbers  are  too  high  in  the  country  today.  Neither  the  President  nor  the 
Secretary  of  Agriculture  has  shown  any  iaclination  to  cut  off  imports  immediately. 
It  we  are  to  help  ihe  livestock  producer  in  this  country  help  himself,  this  has  to  be 

Thi'  average  American  today — in  my  opinion^ia  opposed  to  foreign  md,  based 
on  the  old  premi:4e  that  you  can't  buy  friends  with  money.  Nothing  could  serve 
our  coimtry  better  than  to  instigate  immediately  a  canned  meat  program  ftnd 
send  this  food  in  lieu  of  dollars.  The  Ambassador  from  Bangladesh  told  me  per- 
sonally last  December  that  in  his  judgment,  one-third  of  the  grain  coming  to  his 
country  was  lost  due  to  «poila«e.  None  of  these  countries,  of  course,  have  storage 
facilities.  American  beef  can  keep  indefinitely  if  canned.  This  over  the  long  run 
can  keep  our  female  numbers  at  a  proper  level. 
Laheliiig 

I  personally  know  that  at  least  one  plant  of  a  major  soup  manufacturer  in  our 
country  uses  almost  cntirelv  imported  beef .  Another  large  hamburger  chain  uses 
nothing  but  cow  meat  and  in  many  instances  cutters  and  canners.  Thus,  it  is 
only  common  sense  that  if  we  are  to  buy  vitamins  in  this  country  and  know  within 
100th  of  a  percent  the  makeup  of  that  particular  vitamin,  why  shouldn't  we  label 
meat  and  let  the  American  consumer  know  what  they  are  eating? 
Direct  selling 

Ten  ranchers — including  myself— from  Oklahoma,  Arkansas  and  Texas  have 
borrowed  money  to  start  a  direct  sale  of  meat  from  producer  to  ootisumer.  We 
will  have  a  meat  market  opening  in  Dallas,  hopefully  within  the  next  thirty  days 
and  with  hick  and  hard  work  we  hope  to  extend  this  into  the  metropolitaii  areas 
of  Oklahoma  and  the  surrounding  states. 

The  American  cattleman  is  not  asking  for  any  handout — we  merely  feel  that 
if  the  pro|)er  things  aren't  done  at  the  Washington  level,  the  overwhelming 
majority  of  cattle  producers  will  be  completely  broke  within  six  months.  Legisla- 
tion passed  during  the  last  session  providing  loons  for  distressed  cattlemen 
simply  jttst  isn't  adequate.  The  time  must  be  extended  to  a  minimum  of  ten 
years  at  a  lower  interest  rate.  We  feel  we  shoidd  at  least  be  treated  as  well  as 
lortign  countries  on  this  matter. 
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Price  'per  cow  utoI 

Taxes -, _.l L si  00 

Pr«tein  feed .' 'i a&  06 

Hay , :^ W-flO 

BuU  service. ^ .— ,— — ^ , - - -— —  la  flO 

Labor ,_ 7,  50 

Grass  lease _ 13.04 

Intercet VT.  39 

Fertiliier - fclS 

Pickup  deptecifttiOQ -., . ,„ -„_■  3.20 

Mileage — 6,000  at  10  cento ^ ...  2.  60 

Vaccine  and  vet  bills - 3.50 

Mineral' and  salt i 1.  50 

Sttbtoua - loa  86 

Loss _ , "7.30 

Total 118.  18 

>  On  a  zaOnnw  opecatlon,  tbla  will  be  for  calendar  jetz  IBTS  *  loss  of  fT.BM.SO,  agatt^t 
no  labor  firDm  the  dwnw. 

The  Chairman.  The  next  witness  is  Mr.  Buaaell  Schools,  vio« 
chairman,  Yir^nia  Peanut  Growers  Assodatiou. 

STAIEKEITE  07  AUSStXL  SCHOaZ£,  VICE  COAIBXAS,  K&TIOirAX 
7EAKUT  aBOVKBS  OSOUP,  CAPKOH,  VA. 

Mr.  Schools,  My  name  is  Kussell  C.  Schools,  executive  secretary 
of  the  Viiginia  Peanut  Growers  Association.  I  am  appeaxiug  today  as 
vice  chairman  of  the  National  Peajiut  Growers  Group.  Our  chairmtin', 
Mr.  Emmett  Reynolds  of  Georgia,  was  unahle  to  be  here  beoauae  of  ^ 
prior  comniitatent. 

The  National  Peanut  Growers  Group  is  a  federation  of  the  Na^titai's 
12  State  and  regional  peanut  producer  organizations  whose  collectifre 
memberships  represent  some  60,000  farm  operators  and  additional 
thousands  of  fana  families  engaged  in  peanut  production  in  the 
Viisinia-Carolinas/  the  Southeast,  and  Uie  Southwest, 

Ihe  12  OTeaoizations  composing  the  National  Peanut.  Growers 
Group  are:  Al^haioa  Peanut  Proaucers  Aasociation,  Dothan,  Ala., 
Florida  Peanut  Advisory  Council^  Wiliiston,  Fla.,.  G|FA  Peanut 
Associaition,  Camilla,  Ga.,.  Georgia  .^ricultural  Commodity  Com- 
mission for  Peanuts,  Tiftoa  G*.,  New  Mexico  Peanut  Growers 
Association,  Portales,  N.  Mex.,  North  Carolina  Peanut  Growers 
Aesoeiation,  Koe;ky  Mount,  N.C.,  Ofel^oma  Peanut  Con^ous^on, 
Madill,  Okla.,  Oklahoma  Peanut.  Grovers  Associadon,  Eakly^  Okla^ 
Peanut  Gcowers  Cooperative  Marketing  Association,  FraiLklm,  Va., 
Southwestern  Peanut  Growers  Association,,  GonmaUv  Tex.,  Texas 
Peanut  Producers  Board,  Gorm^i,  Tex.,  Yuginia  Peanut  Groivers 
Association,  Inc.,  Ca>proa>  Va. 

The  National  Peanut  Growers  Group  pcorideB  a  unified  voice  for 
dealing  with  legislative  and  other  issues  related  to  the  peanut  industry. 
I  should  state  that  our  vievs-  refloat  &  compromise  on  soma  pornte, 
iffid  that  our  poation is notngid  asd  dogmatic. Purtbermore,  I  believe 
that  our  viftwS'  oa  most  of  the  major  iasues  ars'  shared  by  other  scgr 
meats  of  the  iadusti^ — ahellers,  bcokpra  and  mai^acturera — aj- 
tbough  there  may  be  differences  on  certain  points. 
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B^inning  in  1973,  the  Secretary  of  Agriculture  made  a  concerted 
effort  to  brii^  about  modifications  in  the  basic  peanut  program. 
Generally  speaking,  he  has  asked  for  changes  which  he  claims  would 
reduce  program  cost  and  which  would  provide  for  unrestricted  pro- 
duction above  present  allotments  and  marketing  quotas. 

Our  group  has  negotiated  with  USDA  in  good  faith  in  the  considera- 
tion of  proposed  modifications.  Some  progress  has  been  made  in  nar- 
rowing our  differences.  In  fact,  legislation  seeking  to  compromise  our 
differences — and  which  we  thought  carried  USDX  endorsements— was 
introduced  in  the  House  last  year  and  was  scheduled  for  hearing  before 
the  House  Agritulture  Subcommittee  for  Oilseeds  and  Rice.  Chi  the 
day  before  the  hearii^,  however,  the  Secretary  advised  the  chairman 
of  the  House  A^culture  Committee  that  the  Department  would  not 
support  the  legislation  and  no  further  action  was  attempted  at  that 
time. 

Mr.  Chairman,  I  want  to  make  it  clear  from  the  outset  that  the 
Nation's  peanut  farmers  like  the  existing  peanut  program.  We  feel 
that  it  has  well  served  not  only  the  producer,  but  the  entire  peanut 
industry  and  the  consumer.  It  contains  two  basic  elements. 

First,  production  is  based  on  allotments  and  quotas,  with  penalties 
for  marketings  above  the  quotas.  There  is  a  national  minimum  acreage 
allotment  of  1,610,000  acres.  Second,  price  supports,  within  the  range 
of  75  to  90  percent  of  parity,  protect  and  stabihze  farm  prices. 

The  record  of  the  peanut  industry  while  this  program  has  been  in 
effect  is  excellent.  From  1952  to  197.'i,  production  rose  by  156  percent. 
Yield  per  ncrf  increnspd  by  147  percent.  Gross  farm  value  of  the  crop 
rose  by  297  percent.  Domestic  food  use  increased  per  capita  by  over 
40  percent,  and  in  total  by  more  than  80  percent.  Annual  exports 
climbed  from  near  zero  to  more  than  300,000  tons,  all  commercial 
sales  for  dollars.  Real  farm  prices — that  is  actual  farm  prices  for  pea- 
nuts adjusted  for  changes  in  value  of  the  dollar — are  down  by  more 
than  25  percent.  There  nas  been  an  abundant  supply  of  low  cost,  high 
quality  peanut  products  continuously  available,  with  no  skyrocketing 
^prices  like  that  on  several  commodities  over  the  past  2  years. 

Peanuts  provide  excellent  food  values  for  U.S.  consumers.  Salted 
peanuts  and  peanuts  used  in  candy  sell  for  much  lower  prices  than 
competitive  nuts — almonds,  walnuts,  pecans,  cashews,  and  other 
nuts.  Peanut  butter  is  one  of  the  very  best  values  among  all  protein 
foods.' 

Cost  of  the  program  to  the  U.S.  Treasury  has  been  relatively  low. 
As  a  percentage  ofthe  farm  value  of  the  crop,  cost  averaged  14  percent 
in  the  years  1960-72.  This  is  less  than  the  similar  cost  percentages  for 
com,  cotton,  wheat,  and  rice. 

The  cost  of  the  peanut  program  has  fallen  sharply  ance  1972.  That 
year,  the  cost  was  $55  million.  In  1973,  the  peanut  program  cost 
dropped  to  about  $4  million,  less  than  1  percent  of  the  value  of  the 
crop. 

The  cost  of  supporting  the  1974  crop  is  still  anybody's  guess.  It 
could  have  been  low  also,  except  for  a  deliberate  policy  of  USDA  in 
refusing  to  sell  CCC-held  stocks  at  less  than  support  ieyels;  The  final 
cost  of  the  1974  crop  will  depend  largely  on  world  oil  prioS  trends  over 
the  next  few  months. 
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Senator  Dole.  Is  there  a  peenut  reserve? 

Mr.  Schools.  Not  es  such.  The  1,610,000  acres  is  sufficient  to  talce 
are  of  the  domestic  needs,  plus  a  little  extra  in  case  there  is  a  crop 
ailure  in  any  of  the  three  areas.  We  have  sufficient  quantity  to  take 
are  of  situations. 

Senator  Dole.  If  they  sold  it  at  less  than  support  price,  what  would 
hat  have  done  to  the  market? 

Mr.  Schools.  It  does  not  affect  the  return  to  the  producer.  It  does 
lOt  depress  the  market. 

TATEUENI  OF  JAHES  E.  THiaPEN,  ITATIOKAL  FEAITUI  GBOWEBS 
OKOUP 

Mr.  Thigpen.  The  volume  involved  is  equivalent  to  a  third  of  1 
<ercent  or  less  of  world  fats  and  oils  and  protein  meals  production.  It 
loves  into  the  market  with  no  problem. 

Senator  Dole.  No  problem  for  the  producers? 

Mr.  TaiQPEN,  For  the  producer,  or  the  market  as  a  whole,  and  it3 
iipact  on  peanuts  from  1  year  to  the  next. 

Senator  Clark.  Is  there  a  surplus? 

Mr.  Thigpex.  Within  a  crop,  to  a  degree,  which  is  a  safety  factor. 

Senator  Dole,  Minimal,  then? 

Mr.  Thigpex.  Minimal  in  a  way,  but  it  is  an  issue. 

Senator  Dole.  Is  this  an  area  of  your  expertise  when  you  were  in 
he  USDA? 

Mr.  Thtgpen".  Yes. 

Senator  Clark.  You  say  there  is  no  surplus? 

Mr.  Thigpen.  If  you  want  to  use  the  word  surplus,  there  is  a  surplus 
rithin  each  crop  above  the  domestic  food  requirement.  You  can  cidl 
t  a  reserve,  if  you  wish.  It  moves  readily  into  the  secondary  market 
or  crushing  and  export,  but  at  a  cost,  when  the  prices  on  that  side  are 
lelow  the  domestic  price. 

Mr.  Schools.  This  change  could  very  well  result  in  a  cost  to  the 
Preasury  of  the  United  States  of  $100  million  for  the  1974  crop. 
Specifically,  the  Secretary,  contrary  to  industirwide  advice  and  cora- 
non  sense,  announced  that  peanuts  acquired  on  the  price-support 
JFogram  not  needed  for  domestic  use  would  not  be  sold  for  crushing 
md  export  at  prices  below  support  levels.  As  a  consequence,  the 
Department  faces  high  costs  for  relocating,  restor^e,  and  deteriora- 
aon;  costs  that  the  Secretary  seems  to  justify  by  a  rather  straii£e  line 
if  reasoning.  This  was  restated  again  bv  the  Secretary  last  Frioay,  at 
I  meeting  of  the  Department's  National  Peanut  Advisory  Committee. 
rhe  Secretary  said,  in  effect,  that  the  costs  involved  in  holding  these 
wanuts  would  cause  a  stink  in  Washington.  This  action  may  con- 
latute  willful  maladministration. 

One  of  several  proposals  advanced  by  USDA  over  the  past  3  years 
5  to  extend  the  target  price  concept  to  peanuts.  The  growers,  and  on 
his  we  have  total  unity,  are  unalterably  opposed.  Our  opposition  to 
he  target  price  plan  for  peanuts  is  twofold. 

Senator  Dole.  You  are  one  of  three  crops  left  with  allotments. 

could  not  grow  peanuts  without  allotments. 

Mr.  Thigpen,  Right. 

Senator  Dole.  You  do  not  want  anybody  else  to  grow  peanuts? 
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Mr.  Schools.  It  will  upset  the  relatioDship  of  vohtztM  and  price. 
It  is  one  of  tiie  allotted  crops  &om  the  old  act,  ^63,  dir. 

Mr.  Thiopbn.  The  grower  position  on  this  ptnntwiU  be  es^aiued  a 
little  further  on,  air, 

Mr.  Schools.  Out  opposition  to  the  target  price  for  peaduta  ia 
twofold.  First,  either  tiie  cost  to  the  Govenuneat  would  be  eseasare 
if  the  target  were  set  near  the  present  support  level,  or  fanner  income 
■would  be  reduced  drastically  if  the  tai^et  price  were  pe^ed.  sab- 
stantially  below  the  existing  support  price.  , 

Under  a  tai^et  price  program,  in  a  year  when  the  world  market  for 
peanuts  falls  Iwlow  the  target  price,  cost  will  be  incurred  by  paynects 
on  all  of  the  eligible  production.  Under  a  support  program,  cost  will 
be  incurred  by  loss  on  the  fraction  of  the  eligible  production  in  excess 
of  domestic  food  requirements.  Thu9,  with  a  payment  rate  of  $100 
per  ton  and  eli^ble  production  of  1,600,000  tons,  cost  for  target 
price  payments  would  be  $160  milUon.  By  contrast,  if  25  percent  of 
the  total  production  of  1,600,000  tons  were  in  excess  of  food  require- 
ments, cost  under  a  support  program  would  be  $100  per  ton.on  400,000 
tons  for  a  total  of  $40  milli(Hi. 

Second,   those  who  propose   the  target  price  system  for  peanute 
assume,  erroneously,  that  program  administratiTe  processes  suitflble 
for  grains  and  cottons  are  suitable  for  peanute.  There  are  two  ioajor 
distinguishing  factors.  First,  peanuts  are  produced  for  two  distanct 
markets  where  they  have  widely  different  competitive  values^  Pea- 
niits  used  for  food  compete,  as  roasted  and  salted  nuts,  against  pecans, 
cashews,  almonds,  walnuts,  and  other  nuts,  all  of  which  sell  at  much 
higher  prices  than  peanuts.  Peanut  butter  at  60  cents  to  70  cents  per   ^ 
pound   competes  with   meats,  cheeses,  and  other  items  above  $1  | 
pet  pound,  and  is  a  r^tively  low-priced,  excellent  food.  Peanuts  | 
crushed  for  oil  and  meal  enter  a  market  that  includes  the  whole  world  : 
complex  of  oilseeds,   fats,  and   oils,   and   protein  meals,  vegetable,    : 
animal,  and  marine.  The  entire  U.S.  peanut  crop,  if  moved  mto  til*    J 
market,  would  be  only  about  1  percent  of  the  total.  The  value  of 
.U.S.  peimuta  in  fJiis  market  is  far  below  their  value  for  docoestie 
food  Bset 

Furthermore,  peanuts  are  not  a  fungible  commodity.  The  conunp- 
■cial  trade  does  not  provide  warehoiiaea  and  elevators,  wbere.  the  in- 
dividual farmer  can  store  his  peanuts  and  obtain  a  waEebouae  i:ecdpt 
on  which  he  can  obtain  a  bank  loan  and  against  which  he  can  auhs»- 
■quently  sell  a  stated  grade  and  quantity  of  peuwts.  These  servicH 
ere  not. provided  because  of  the  nature  of  the  commodity.  Ilack  lot 
of  peanuts,  when  dehvered  by  the  farmer,  ia  a  siixture  of  quality 
{actors.  GErading^  is  difficult.  Peanuts  cannot  be  carried  satUfftctA^ 
-from  one  crop  year  to  another.  They  daterioraXa  in  stoT^ft—ia 
varying  proportions  from  warehouse,  to  ware^uao,,  from  one  area  to 
'  another  and  from  one  year  to  another.  Before  maying  into  food  use  j&e; 
Tetraire  nulling  with,  separation  into  various  gxades  and  qualitiea 
"  For  peamits,  unlike  cotton  and  ihe  grains,  the  farmer  needs  as^st- 
ance  in  obtaining  inspection,  storage,  and  &iancin^  until  the  peaniiU 
■can  be  sold  in  an  orderly  mann«r.,  This  entails  mudng  or  pooling  of 
peanuts  from  many  farm*. 

The  farmer  also  needs  assistance  in  the  marketing  of  his  pennute  as 
'1m  gcaqratVy  cannot  store  and  later  i^aia  delivery  of.  hi^  peanuts 
for  sale  from  the  storage  warehouse. 
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With  price  support  loans  and  related  operatior^,  t^«  faifmer  lias 
an  effective  means  of  obtainiiig  bbe  value  of  his  peanuts  in  (he  pri- 
mary food  market  and  a  means  for  moving  any  jprodTictkin  above 
food  requirements  into  the  secondary  cmshing  and  export  market 
ill  an  orderly  manner.  Frier  to  the  adoption  of  the  cnrreiit  OOC 
resale  policy  for  peanuts,  productiaa  above  domeetic  ibod  require- 
ments moved  freely  and  ooinplBt^y  each  year  at  its  value  for  crushii^ 
and  export.  Exports  for  food  use  are  increasing  and  are  biinging 
prices  above  those  for  crushing. 

The  tai^et  price  approach  would  sAord  no  oawaRis  for  tins  orderly 
movement  of  peanuts  into  these  two  <listinDt  nmrketB.  Ifc  would 
result  in  disorderly  marketing  with  prices  at  minimum  jather  than 
maximum  levels  relative  to  the  vaiue  of  the  commodity. 

Mr,  Chairman,  let  me  reiterate  that  tiie  ^o#ers  prefer  to  retaii 
the  existing  peanut  proOTam.  However,  if  this  committee  concludes 
that  mofUncations  are  advisable,  then  we  Iseliev*  a  two-prioe  systeai 
is  the  best  alternative  that  has  thus  far  been  proposed. 

Under  a  two-price  system,  allotments  wwuld  m  redooed  gradually, 
say  at  4  percent  per  year,  to  a  level  that  would  resuU  in  a  total  produc- 
tion from  allotted  acres  of  not  leas  then  -domestic  food  Te^irements 
plus  a  reserve  of  25  percent.  This  should  keep  progrann  costs  at 
moderate  level.  Support  on  allotment  production  for  idomestie  food 
use  ^OTild  be  at  no  t  lees  th£m  70  percent  of  parity  '(net  to  the  producer) 
Bor  more  than  W  percent  of  paxity  in  the  first  year  of  the  revised  pro- 
gram, with  adjustment  each  year  thenafter  by  the  index  of  firices  paid. 

Prothiction  beyond  allotment  acreage  would  be  ucuiestricted,  but 
would  be  marketed  only  for  crushing  and  export  with  support  at  t^ 
iower  of  (1)  60  percent  of  the  loaa  far  allotment  peanuts  «r  (2)  90 
percent  of  the  estimated  worid  maHtet  piice.  Notudlotcoeni  pe«muts 
of  each  type  would  be  avai]ai»le  for  food  iMe  if  needed. 

In  summary,  this  is  the  position  of  the  National  Peanut  Growers 
Group: 

1.  Growers  strongly  prefer  the  present  peamit  program.  However, 
if  the  committee  concludes  that  the  program  should  oe  modified  we 
will  cooperate  fidly  in  trying  to  develop  sound  changes. 

2.  Glowers  consider  the  target  pnoe  concept  tottdly  unanitable 
for  peanuts. 

3.  A  two-price  system  is  the  best  alternative  thus  far  proposed. 

4.  The  peanut  industry  and  consumers  should  be  protected  by 
providing  m  any  new  legiidatioa  for  reversion  to  tlie  {jrogrom  now 
m  existence,  should  tbe  new  program  be  allowed  to  euNre. 

5.  Lease,  sale,  and  transfer  of  allotments  should  be  eacphcibly  au- 
thorized in  the  law — not  authorized  at  the  discretion  of  the  Secretary 
as  now  provided. 

6.  Price  support  operations  through  grower  ss6ociati«iiis  has  been 
efficaent  and  efiective  over  the  years  aAd  ^ould  be  provided  for  by 
law. 

Thank  you.  Mr.  Chairman.  I  will  be  pleased  to  try  to  answer  any 
questions  Uir  committee  may  have. 

The  Chairman.  How.longhBs  tbepeaoAit  program  been  in  esistence? 

Mr.  Thio£En.  It  was  enacted,  I  tnii^,  in  IS^O.  The  program -in  its 
present  form  has  been  opefating  sin6e  2952. 

The  Chairman.  A  referendum  annually.by^e  peaaatgio^^rs? 
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Mr.  Thiopbk.  Yes. 

The  Chairman.  What  was  the  last  vote? 

Mr.  Thiqpbn,  It  was  97  percent. 

The  Chaibman.  Has  any  Secretary  »t  Agriculture,  is  all  that  period 
of  time,  wanted  to  change  the  peanut  pr(^;ram? 

Mr.  Tbiqpen.  Id  terms  of  action  to  reduce  the  cost  of  the  program 
coming  out  of  the  production  above  the  domestic  food  requirement, 
yes. 

The  Chairman.  How  much  did  it  cost  the  Government  last  yew? 

Mr.  Thigpen.  About  $4  million. 

The  Chairman,  Out  of  a  gross  of  how  much? 

Mr.  Thiqpbn.  $500  million. 

The  Chairman.  Less  than  I  percent.  I  believe  liistorically,  peanuts 
have  been  one  of  the  lowest  cost  to  the  Government,  based  on  the 
value  of  the  crop,  of  any  of  the  other  commodities;  lower  than  cotton, 
lower  than  wheat,  and  lower  than  com. 

Mr.  Thigpen.  Yes. 

The  Chairman.  What  about  tobacco? 

Mr.  Thigpen.  No,  sir. 

The  Chairman.  The  tobacco  program  has  been  the  least  costly. 
Tlie  peanut  program  has  been  the  ne.xt  least  costly.  Is  that  correct? 

Mr.  Thigpen.  Yes. 

The  Chairman.  As  I  gather  the  thrust  of  Mr.  Schools'  ai^:uiuent 
here,  you  are  in  favor,  and  all  the  industry  is  favoring,  keeping  the 
present  program.  I  believe  that  one  time  you  were  discus^ng  witt  the 
Secretaiy  various  aU.emfttives.  J  believe  the  industry-  had  reached 
some  kind  of  tacit  agreement  with  Secretary  Butz  that  they  might 
negotiate  on  that  basis,  and  testified  over  on  the  House  side :  and  the 
Secretary  retracted  his  statement  affirming  that  particular  program. 

Mr.  Schools.  He  withdrew  his  support,  and  they  would  not 
BUpport  the  legislation;  yes,  sir. 

The  Chairman.  Do  you  know  what  the  Secretary's  attitude  is  now? 
Are  there  still  n^otiations  going  on  between  the  Secretary  and  the 
peanut  industry? 

Mr.  Schools.  We  were  here  Friday.  I,  as  a  member  of  the  USDA 
Peanut  Adviaory  Committee  under"  the  ASCS  at  that  time.  The 
statements  by  the  Secretary,  the  Assistant  Secretary,  and  the  Ad- 
ministrator were  that  they  wanted  one  thing  for  peanuts,  a  tai^t 
price.  They  wanted  to  completely  open-end  it,  so  anyone  in  the  country 
could  grow  peanuts  in  any  market  they  could  find. 

The  Chairman.  That  would  destroy  the  value  of  the  peanut 
program,  would  it  not? 

Mr.  Schools.  Very  drastically. 

The  Chairman.  Destroy  the  land? 

Mr.  Schools.  Completely. 

The  Chairman.  Destroy  the  ability  of  the  peanut  farmer  to  borrow 
the  money  to  grow  their  crop? 

Mr.  Schools.  Absolutely. 

The  Chairman.  Please  keep  the  committee  informed  of  your 
negotiations  with  the  Secretary.  Senator  Dole? 

Senator  Dole.  I  wonder  if  we  could  have,  for  the  record,  of  the  cost 
of  the  peanut  program  for  each  of  the  10  years. 

Mr.  Schools.  Here  it  is.' 
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Senator  Dole.  It  went  to  $97  millioa  ia  1972.  What  caused  that? 

Mr.  Thigpen-.  a  good  crop  and  a  very  low  price  for  oil  and  meal 
worldwide.  When  the  fraction  of  the  crop  ahove  the  domestic  food 
requirement  moved  at  the  low  oilmea]  value,  the  loss  was  large.  The 
yield  per  acre  is  increasing  somewhat  faster  than  domestic  consumption, 
so  cost  ia  a  continuii^  problem,  a  continuing  issue. 

Senator  Dole.  How  many  acres  of  peanuts  are  there? 

Mr.  Schools.  1,600,000. 

Senator  Dole.  How  many  peaaut  producers? 

Mr.  Schools.  60^00. 

Senator  Dole.  What  is  the  averse  allotmentf 

Mr.  Thigpen.  Between  25  and  30  acres. 

Senator  Dole.  What  is  a  big  peanut  operator? 

Mr.  Schools,  Anything  over  100  acres. 

Senator  Dole.  Anythiog  over  100  acres? 

Mr.  Thigpen.  Yes. 

The  Chairman.  They  have  peanuts  in  Oklahoma,  do  they  not? 

Senator  Bbllmon.  You  bet  your  hfe;  the  best  in  the  world. 

Senator  Dole.  I  know  the  controversy.  You  stated  there  never 
has  been  any  effort  to  change  the  program.  There  has  been  an  effort 
over  the  years  to  get  a  lid  on  the  cost. 

Mr.  Thigpen,  Correct.  That  would  have  involved  a  change  in  the 
program.  It  was  discussed  in  1968,  as  I  recall-  Our  hangup  in  negotia- 
ting with  the  Department  now  is  not  on  the  cost.  It  is  on  the  question 
of  how  the  program  can  be  modified  to  deal  with  the  question  of 

frodnction  beyond  the  domestic  food  requirements.  The  growers 
ave  worked  very  hard  on  this.  They  have  come  up  with  what  you 
m^ht  call  the  least  bad  alternative,  which  is  explamed,  if  the  com- 
mittee feels  a  change  is  in  order — not  that  growers  want  to  change  it. 

Senator  Dole.  The  costs  have  pretty  well  stabilized  now  at  $4 
million  or  $5  million? 

Mr.  Thigpen.  I  could  not  be  honest  if  I  did  not  say  that  it  is  likely 
to  go  back  up  again  when  the  oil-meal  prices  worldwide  go  down,  I, 
would  not  wash  out  the  possibility  of  a  rise  in  cost. 

Mr.  Schools.  If  I  may  make  one  point  in  regard  to  this  cost,  what 
we  are  looking  at  right  now;  we  have  394,000  tons  of  CCC-held  stocks 
that  are  in  warehouses  in  the  country.  This  is  usually  the  cost  of  the 
peanut  program;  the  cost  between  what  CCC  loaned  money  on  these 
peanuts  and  the  value  at  which  they  were  sold.  This  difference  is  the 
difference  of  the  cost  of  the  peanut  program,  as  you  see  on  tiie  left- 
hand  side  of  tlie  page.  The  Secretary  set  a  poUcy  this  year  that  these 
would  not  be  sold  unless  they  brought  the  support  level.  So,  we  are 
sitting  on  this  bomb.  If  they  let  those  peanuts  sit  there,  and  do 
nothing,  they  would  deteriorate,  and  could  cost  the  Treasury  over 
$100  million  this  year.  If  those  peanuts  were  sold  today,  on  today's 
oil  market,  we  are  talking  in  terms  of  maybe  losii^  $30  million  uiiB 
year,  $35  million.  Had  they  been  sold  earher,  we  may  have  been 
talking  $5  million  to  $10  million. 

The  Secretary  himself  imposed  this  administrative  change,  stating 
that  these  peanuts  could  not  be  sold  as  they  had  been  in  the  past; 
would  not  be  sold  unless  they  brought  the  support  level.  So  they 
are  sitting  there  deteriorating. 

Senator  Dole.  As  a  part  of  the  effort  ta  reduce  the  cost? 
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Mr.  Schools.  If  they  sit  there  and  deteriorate 

Senator  Dole.  As  it  turDied  out,  it  increased.  It  could  have  ^ne 
the  other  way. 

Mr.  Thiqpen.  "Dnlikely. 

Senator  Dole,  We  are  goii^  to  meet  with  the  Secretajj  at  noon 
today,  and  see  what  sta^e  the  negotiations  are  in.  I  know  Senator  Bell- 
mon  will  be  there. 

Mr.  Thigpbn.  I  would  like  to  say  that  the  growers  are  quite  willing 
to  negotiate.  They  have  no  dMSculty  with  dealing  with  tie  cost 
problem.  The  issue  r^ates  to  one  thing.  The  growers  nave  tried  every 
w^  they  could. 

Senator  Dole.  Who  is  the  stumbling  block? 

Mr,  Thiopen.  It  is  the  rigid  position  taken  by  the  Secretary. 

Senator  Dole.  Who  is  givmg  niiji  advice? 

Mr.  Thiqpen.  This  is  what  I  cannot  figure  out. 

Smiator  Dole.  Maybe  he  is  not  getting  any. 

Mr.  Thigpen.  It  reflects  his  basic  philosophy,  in  all  fairness. 

The  Chairman.  Senator  Allen? 

Senator  Allen.  No  questions. 

TTie  Chairman.  Senator  Yohng? 

Senator  Young.  Are  peanuts  being  used  in  school  lundi  programs? 

Mr.  Thigpen.  Peanut  butter,  yes. 

Senator  YoTma.  Very  much? 

Mr.  Thigpen.  It  is  being  used;  not  very  much — 5  nullion  or  6 
milhon  pounds. 

Senator  Yodng.  The  reason  why  I  ask  that  question;  I  have  a 
nephew  who  practically  grew  up  on  peanut  butter  sandwiches,  grew 
up  to  be  a  big,  healthy  man.  It  must  be  a  good  food. 

Mr.  Thigpen.  It  is. 

Senator  Young.  That  is  all, 

S«iator  Dole.  Could  we  make  this  a  part  of  the  record? 

The  Chairman.  Without  objection,  the  chart  ^ven  by  Mr.  Schools 
will  be  made  a  part  of  the  record. 

Senator  Bellmon? 

Senator  Bellmon.  One  of  the  questions  that  is  going  to  be  before 
this  committee,  and  before  the  Congress,  is  whether  we  should  estab- 
lish a  food  reserve,  if  the  Government  should  own  a  quantity  of 
grains.  Would  you  like  to  see  peanuts  included  in  that  program? 

Mr.  Thiqpen.  The  only  practical  way  to  have  a  reserve  of  peanuts 
is  to  have  production  in  each  crop  somewhat  above  the  domestic 
food  requirement.  We  are  looking  to  the  food  side,  which  is  our  inter- 
est. It  is  impractical  to  physically  cany  peanuts  from  one  crop  year 
to  another. 

Mr.  Schools.  It  will  not  work  well  in  the  storage  area. 

Mr.  Bellmon.  Could  it  be  processed  into  peanut  butter? 

Mr.  Thigpen.  It  would  be  costly  and  impractical.  It  would  be 
more  sensible  to  have  a  few  above  the  domestic  food  market  require- 
Dimts  that  would  readily  move  into  the  secondary  maricet. 

Senator  Bellmon.  Your  answer  is,  you  do  not  want  it  to  be  in  the 
food  reserve? 

Mr.  Thigpen,  Not  in  the  carryover  sense.  It  would  be  impractical. 

Senator  Bellmon.  The  second  point  is,  you  do  have  certain  re- 
search efforts  going  on  to  find  new  uses  for  peanuts.  Has  there  been 
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eny  product  developed  that  is  suitable  for  shipping  into  areas  where 
there  is  a  threftt'of  famine.  I  am  thitttdog  like  sotnertiing  of  wlieac-soy 
blend  that  has  been  worked  out.  That  does  provide  protein,  and 
food  values  other  than  just  grain.  Da  yon  have  aHytiHing  uke  a  wheat- 
peanut  blend  that  has  been  developed? 

Mr.  Thigfen.  It  would  be  possible  to  use  the  protein  from  peatruts, 
in  the  sense  that  soy  protein  is  used.  &s  a  practicar  matter,  if  we 
have  the  peanuts,  it  is  probably  not  profitable  to  try  to  move  them 
in  that  manner,  if  we  look  at  our  overall  burden  of  costs  of  trying  to 
provide  food  for  these  people. 

Senator  Bbllmon.  Peanuts  are  more  costly  than  soybeans.  Is  this 
right? 

Mr.  Thigpbn.  In  the  availability  of  supply  and  the  alternatire 
outlet,  in  general,  yes,  sir. 

Senator  Bellmon.  No  further  questions. 

The  Chairman.  Any  questions,  Senator  Helma? 

Senator  Helms.  No,  sir. 

The  CHAiH3.[Ay.  Thank  you  for  your  cimtributitHi  in  the  committee's 
deliberations, 

{The  following  information  was  referred  to  on  p.  978,] 
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■CCC  MirMlind  loufor  ibu)  fur  July  1-Juni  30;  dHmi  dm  lor  mirtiriini  riir  Ivii  l-July  31. 
V«ti  lor  1950-60  and  lubiNuanttun  ravised  per  SB~404  ind  lubitquant  Crop  Reportinj  Buid  publkaltoiu  ihowlni 
niM  of  production  on  ■  nd  weiiht  biiii. 
•  EttludtiloHot  115,441,763  on  punut  butter  purclum. 
«  Eitdudn  lou  ol  (2,033,773  on  pginut  buttei  purchaies. 

The  Chairman.  The  next  witness  is  Mr.  Wheeler  Foshee,  Red 
Level,  Ala. 

Senator  Allen.  I  would  like  to  present  to  the  committee 
Mr.  Wheeler  Foshee,  a  good  friend  of  mine  and  a  constituent.  He  is 
from  Bed  Level,  Ala.,  down  near  the  Florida  line.  He  is  a  farmer  who 
ei^ages  in  just  about  every  kind  of  farming  operation  that  is  carried 
on  in  south  Alabama.  Wheeler  raises  cotton,  soybeans,  peanuts;  has 
cattle,  hogs.  He  is  also  familiar  with  the  views  of  the  farmers  in  south 
Alabama.  As  a  matter  of  fact,  he  helped  us  get  together  an  area  meeting 
of  farmers  just  recently.  I  have  held  five  such  meetings  in  Alabama. 
I  was  not  able  to  attend  the  one  in  Covington  County  that  Mr.  Foshee 
was  connected  with  because  of  the  cancellation  of  the  Lincoln's 
Birthday  recess.  I  know  the  committee  will  be  interested  in  his  views, 
and  I  believe  they  will  be  the  views  that  are  held  by  our  fanners  in 
Bouth  Alabama. 

The  Chairman.  Thank  you  very  much.  Senator,  and  please 
proceed,  sir. 

STAT^CEHT  OF  WHt^l'-'-BtR  FOSEKE,  RF,n  USTEL,  ALA, 

Mr.  Foshee.  Mr.  Chairman  and  gentlemen  of  the  committee, 
the  first  thing  I  would  like  to  say  is  I  am  not  a  professional  witness. 
I  am  a  real  farmer.  I  may  say  some  things  that  I  should  not  say. 

Senator  Dole.  We  do  that  all  the  time. 

Mr,  Foshee.  Anyway,  it  is  a  privilege  for  me  to  have  this  op- 
portunity to  bring  my  views  to  this  committee  on  this  date.  As 
Senator  Allen  has  stated,  my  name  is  Wheeler  Foshee,  And  I  am  a 
farmer,  and  1  live  in  a  Uttle  town  of  650  people  in  Red  Level,  Ala., 
which  is  in  extreme  south  Alabama.  I  grow  peanuts,  cotton,  soybeans; 
also  in  the  cattle  and  hog  business.  In  addition  to  that,  I  am  in  the 
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peanut  drying  and  shelling  and  processii^  business.  I  have  a  couple 
cotton  gins  I  wish  I  did  not  have.  I  also  operate  a  feed,  fertilizer,  and 
seed  store. 

In  contrast  to  some  of  the  witnesses  that  preceded  me  here,  I  claim 
to  represent  nobody  but  myself.  I  think  probably,  though,  that  I 
represent  the  views  of  the  peanut  farmers  in  my  area  of  Alabama. 

As  the  gentleman  just  anead  of  me  stated,  I  think  also  the  peanut 
program  is  a  good  one.  I  think  that  the  Secretary  of  Agriculture 
could  conceive  of  no  devices  that  would  cost  the  U.S.  Government  any 
less  monffy  than  the  peanut  program  we  now  operate  under. 

Mr.  Chairman,  and  gentlemen  of  the  committee,  it  is  my  firm 
conviction,  and  I  would  like  to  express  it  with  all  the  sincerity  I  can 
nnister,  that  I  sincerely  believe  from  the  inception  of  the  U.S.  De- 
partment of  Agriculture  and  all  the  Secretaries  of  A^culture  over 
the  years  we  are  now  experiencing,  from  the  farmers  to  the  consumers, 
the  worst  possible  exhioition  of  administrative  ability  by  Secretary 
of  Agriculture,  Mr.  Butz. 

Gentlemen,  I  believe  Mr.  Butz  is  very  sincere  and  truly  believes 
in  his  philosophy  of  a  true  enterprise  system  for  the  American  farmers. 
As  anybody  knows  over  the  age  of  25  it  is  impossible  to  have  a  truly 
free  enterprise  system  in  this  age  in  any  regard,  not  only  agriculture 
or  anything  else. 

I  realize,  Mr.  Chairman  and  gentlemen  of  the  committee,  that  it 
is  really  easy  for  anyone  to  criticize  Mr.  Butz  because  he  has  hardly 
had  his  foot  out  of  hLs  mouth  since  he  became  Secretary  of  Agriculture. 
The  program  we  now  operate  under 

Senator  Allen.  If  you  would  yield  for  a  moment,  I  might  state, 
especially  in  view  of  the  fact  that  we  are  going  to  see  the  Secretary 
a  little  lat«r  on,  that  the  witness'  views  do  not  necessarily  coincide 
with  the  views  of  the  Senator  of  Alabama. 

Mr.  FosHfiG.  That  is  very  true. 

Senator  Dole.  If  you  would  like  to  stay  over  and  touch  them  all, 
the  Secretary  will  testify.  You  would  have  a  chance  to  visit  with 
him. 

Mr.  FosHEB.  I  would  like  to  meet  the  gentlemen.  I  would  like  to 
try  to  understand  some  of  his  problems.  I  know  he  has  a  lot  of  them, 
Senator  Dole.  I  cannot  understand  why  he  wants  to  change  the  peanut 
program.  All  peanut  producers  I  know  are  at  a  complete  loss  as  to 
why  Secretary  Butz  insists  on  changing  a  good  program  ^at  is  costing 
practically  nothing.  However,  it  could  cost. 

Senator  Dole.  He  may  not  change  the  peanut  pro^^wn,  but  he 
does  have  a  lot  of  problems.  Every  Secretary  of  Agriculture  when 
prices  start  going  down,  has  problems.  When  prices  go  up,  they  are 
great.  They  get  standing  ovations.  When  prices  go  down,  they  are 
sort  of  left  standing. 

Mr.  FosHBE.  I  would  agree  with  that. 

The  Chaibman.  In  an  inflationary  spiral,  he  has  problems  with 
the  consumers,  too. 

Mr.  FosuEE.  The  program  we  now  operate  under  is  a  program 
that  you  gentlemen  put  through  Congress,  Senator  Talmadge, 
Senator  Allen,  and  Senator  Dole.  I  do  not  know  whether  you  voted 
for  it  or  not. 

Senator  Dole.  I  voted  for  it. 
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Mr.  FofiHBE.  I  b^eve  the  U.S.  Department  of  Agricultare,  undw 
tlie  present  adminiBtration,  can  continue  to  try  to  butdier  our  peanut 
program  for  one  expressed  purpose :  to  enact  their  own  program,  wbidl 
woold,  in  my  opinion,  drive  prices  down  to  farmers,  increase  gOTero- 
mental  cost,  and  drive  prices  up  for  the  peanut  product  to  t£e  Con- 
sumer. 

In  the  opinion  of  most  farmers  that  I  have  come  in  contact  vith. 
Secretary  Bute  and  his  administration  have  been  enccessful  in  driving 
almost  every  f  aim  price  for  products  all  the  way  to  the  very  bottom  at 
farm  level,  and  &\l  the  way  to  the  very  top  at  the  consumer  leTel.  Tht 
present  peanut  program  is  the  only  exception. 

In  my  section  ofthe  country,  uie  onfy  reason  peanut  farmers  are 
doing  a  httle  bit  better  incomewise  than  the  rest  of  the  farmers  is 
due  to  the  fact  of  the  present  peaniit  prc^ram. 

I,  therefore,  Mr.  Chairman  and  gentlemen  of  the  committee,  ask 
you  to  resist  this  onslaught  of  our  peanut  program,  and  I  would  like  to 
thank  you  for  this  opportunity  to  appear  here. 

I  would  like  to  maRe  one  statement  here.  As  the  gentleman  ahead 
of  me  pointed  out,  we  have  in  stora^  something  like  400,000  tdns  of 
peanuts.  I  am  afraid,  Senator  Allen,  that  Secretary  ButB  is  using  this 
suiphis,  not  surplus  peanuts,  if  they  were  marketed  in  an  orderly 
fasnion,  they  would  not  be  surplus,  but  they  are  surplus  at  the  time 
being,  that  he  is  not  trxTng,  in  my  opinion,  to  market  these  petmuts, 
Senator  Talmadge,  in  an  orderly  fasnion,  due  to  the  fact  when  they 
put  peanuts  up  for  bid,  he  resists  all  bids  in  most  cases. 

These  peanuts  will  only  store  in  the  farmstock  so  long;  before  they 
^t  bugs  m  them.  We  are  under  contract  with  the  Geoi^a-Alabama 
Peanut  Association  to  keep  the  bugs  out  of  them.  But  m  the  ware- 
house it  is  almost  an  impossibility 't«  keep  infestations  and  worm* 
out  of  the  peanuts  even  though  we  have  all  these  chemicals  to  use. 

The  Chaibman.  What  you  are  saying  is  the  crop  is  i>eri8haUe.  If 
you  hold  it  for  an  indefinite  length  of  time,  it  will  deteriorate  to  the 
loss  of  the  GovemmSnt. 

Mr.  FosHEE.  Yes,  sir.  You  are  talking  about  $160  milUon  worth 
df  peanuts.  It  would  be  an  impossibility,  i  hope  we  would  lose  all  of  it, 
but  we  could  lose — the  longer  we  hold  them,  in  my  opinion,  the  more 
we  stand  to  lose  on  these  peanuts. 

I  would  recommend  this  committee  and  Senator  Allen  that  you 
talk  to  the  Secretary,  if  you  can,  today  at  lunch. 

The  Chairman.  Thank  you  veiy  much.  Any  questions? 

Senator  Dole.  You  do  raise  a  good  question  on  the  400,000  tons, 
wbich,  I  think  we  can  discuss  at  noon.  I  do  not  know  what  the  answer 
is.  I  asi^ume  that  is  all  kinds  of  peanuts. 

Mr.  FosHEi;.  Yes,  sir. 

Senator  Dole.  What  kind  do  you  raise  in  your  area? 

Mr.  FosHEE.  We  raise  what  we  call  florunner  peanuts,  h^h  oil 
type  peanuts  that  we  sell  for  peanut  batter  mostly  in  the  wnith- 
eastem  part  of  the  United  States — Georgia,  Florida,  and  Alabama. 

vSenator  Dole.  Are  there  a  lot  of  that  type  peanut  in  those  400,000 
tons? 

\[r.  FosHBB,  Yes,  a  lot  of  them. 

Senator  Dole.  That  is  all  I  have. 

The  Chaibman.  Any  further  questions? 

Senator  Allen. 
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Senator  Allen.  I  want  to  expFees  my  appreciation  to  Mr.  Foshee 
for  giving  of  his  time  to  come  to  Washington  to  gl7e  the  committea 
t^e  benefit  oi  tm  viewe  and  experience  in  this  area.  He  certainly 
made  a  valuable  contribution  to  Ute  mission  of  the  committee.  Mr. 
Foshee,  you  are  a  mighty  fine  witness. 

Mr.  Poshes.  Thamt  you,  Senator. 

The  Chairman.  Senator  Bellmon. 

Senator  Bbu>uon.  What  is  a  ton  of  peanuts  worth  these  days? 

Mr.  FosHBE.  $575  a  ton. 

Senator  Bellmon.  Farmer's  price? 

Mr.  Foshee,  Yes,  sir! 

Senator  Bbllmo.\.  How  much  does  it  cost  you? 

Mr.  FosuBE.  $300  an  acre. 

Senator  Bsllhon.  A  ton? 

Mr.  Foshee.  $375. 

Senator  Bbllmom.  What  does  it  cost  you  on  the  average  for  a 
ton  of  peanuts? 

Mr.  Foshee.  $300  an  acre. 

Senator  Bblluon.  How  much  a  ton? 

Mr.  FosHEB.  Oh,  my  yield  is  about  a  ton,  so  that  is.  about  $300 
an  acre,  $300  a  ton. 

Senator  Bellmon.  Do  you  grow  these  floruimer  peanuts? 

Mr.  FosHEc.  Yes. 

Senator  Bellmon.  What  has  that  done  to  your  yieUl? 

>ir.  FosHBK  It  has  increased  it. 

Senator  Bellmon.  What  percent? 

Mr.  FoijHEE.  I  do  not  know  about  the  percent.  About  400  pounds 
per  acre. 

Senator  Be^j^mon.  You  wmt  from  1,600  pounds  to  2,000. 

Mr.  Foshee.  Yes;  that  is  right.  That  is  based  over  a  5-year  period 
of  time. 

Senator  Bellmon,  Has  this  brought  your  costs  down? 

Mr.  FosHKE,  No,  sir. 

Senator  Bellmon.  It  costs  you  as  much  to  run  a  ton  of  florunners? 

Mr.  Foshee.  The  cost  would  be  the  same  on  any  type  variety  of 
peanuts  in  my  section. 

Senator  Bbllmo:t.  i  do  not  undcrstaDd,  If  y«u  s^  tbem  by  the 
ton,  do  you  get  less  for  fltHimnera?     - 

Mr.  Foshee.  No,  sir.  You  get  less  for  floniimers  than  you  do 
other  types  or  Vii^nia-type  peanuta  or  Spanish.  They  are  a  differ- 
ential in  the  price  that  they  bring  to  the  farmer  at  the  time  he  sells, 
but  no  difference  in  mv  particular  area,  no  difference  in  the  cost  of 
production  on,  say,  a  Spanish-tj-pe  peanut  than  a  runner-type. 

Senator  Bellmon.  I  am  not  a  peanut  grower;  I  raise  wheat.  If 
I  couldget  my  wheat  crop  to  go  up  20  percent  in  yield,  my.costs  would 
come  down. 

Why  does  tt)is, not. work  for  peanuts? 

Mr.  FosHEB.  Because  of  fixed  costs  of  chemicals,  the  fertilizer^ 
land,  everything  the  farm^  uses,  tractors,  all  that  soirt. 

Senator.  Bell^ion^  That  b  tlie  s^me  whether  you  are  '^wing  a 
1,600  pound  yifild  or  2,000  pound  yield.  '      ,    ,  , 

Mr., FosREE.  1  do  j)ot  quitpuntferstand,  Senator. 

The  CH*iaj|iA?i.  The  witness  must, be  taUdpg.aboilt  iJ»  acreage 
costs  and  Senator  BeHm'on'is'talkihg  about  the  unit  cOsta. 
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Mr.  FosHEE.  You  would  be  correct,  Senator,  yes,  sir,  if  you  are 
talking  about  unit  costs. 

Senator  Bellmon.  The  price  of  raising  a  ton  of  peanuts  has  gone 
down  since  you  started  growing  florunners. 

Mr.  FosuEE.  I  guess  you  might  say  that,  yea. 

Senator  Bellmon.  The  other  question  I  want  to  raise — I  do  not 
want  to  take  much  time  here — you  indicated  that  Secretary  Butz 
is  holding  this  400,000  pounds  of  peanuts  off  the  market.  As  long  as 
he  has  those  peanuts,  I  assume  the  market  will  be  rising.  Is  that  your 
point? 

Mr.  FosHEE.  My  point  is,  my  opinion  is,  he  wants  to  change  the 
program  so  bad,  he  will  drive  the  cost  of  the  Government  of  (fiiving 
the  price  up  from  $5  million  to  $100  million.  The  figure  the  gentleman 
gave  you  this  morning  is  1973.  Now  the  1974  program  costs  have  not 
boon  computed  yet  because  we  still  have  all  the  crop  on  hand. 

If  Secretary  Butz  holds  these  peanuts  until  the  value  of  the  com- 
modity goes  do^v-n,  then  the  Government  is  going  to  lose  more  money. 
Then  ne  can,  in  turn,  come  to  you  gentlemen  in  the  Coi^;resa  and 
say,  look,  this  program  costs  $100  million  to  operate.  It  was  all  his 
doing  by  not,  in  my  opinion,  by  not  going  ahead  and  marketing  these 
peanuts  in  an  orderly  fashion  at  the  price  that  they  will  sell  for  in 
order  not  to  lose  so  much  money. 

Senator  Bellmon.  Do  you  want  to  see  peanuts  added  to  any 
food  reserve  we  set  up? 

Mr.  FosHBE.  As  it  was  pointed  out,  it  would  be  difficult  to  do. 
However,  if  they  are  shelled  and  stored  in  cold  storage,  it  would  be 
possible  and  the  answer  would  be  yes,  I  would  like  to  see  it. 

Senator  Bellmon.  That  is  all,  Mr.  Chairman. 

The  Chairman.  Thank  you  very  much.  We  appreciate  your  appear- 
ance here. 

The  next  witness  is  Mr.  G.  C  Davis,  president.  Southeastern 
Peanut  Shellers  Association,  Arlington,  Ga.  It  is  a  privilege  indeed 
to  welcome  to  the  committee  an  old  friend  and  constituent. 

My  apologies  for  having  to  leave  but  I  have  an  enga^ment.  I 
may  not  DC  able  to  stay  through  your  entire  testimony. 

STATEMENT  OF  0.  C.  DAVIS,  PRESIDENT,  SOTTTHEASTEBK  FEAITUT 
ASSOCIATION,  ASUNOTON,  Ok. 

Mr.  Davis.  My  statement  will  be  very  brief.  I  am  accompanied 
by  several  sheller  associates  in  the  Southeast. 

The  Chairman.  Are  you  speaking  today  as  a  representative  of  all 
the  peanut  shellers  associations? 

Mr.  Davis.  Yes. 

The  Chairman.  They  have  met  and  have  conSrmed  your  statement. 

Mr.  Davis.  Yes,  sir. 

I  appreciate  being  granted  this  opportunity  by  the  committee 
to  testify  on  behalf  of  my  association. 

My  name  is  G.  C.  Davis,  president,  Arlington  Oil  Mills,  Arlington, 
Ga.  I  am  an  active  member  of  the  Southeastern  Peanut  Association 
and  currently  serve  as  its  president. 

A  nonprofit  trade  association  formed  in  1919,  the  Southeastern 
Peanut  Association  is  the  oldest  oi^atuzed  group  in  the  peanut 
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industry.  It  is  composed  of  46  member  firms  which  operate  some  65 
commercial  peanut  ehellii^  and  crushing  pl^ite  in  rural  commimities 
scattered  throughout  the  Coastal  Plains  of  Alabama,  Florida,  and 
Geoi^a. 

Om*  main  purpose  here  today  is  to  appeal  for  continuation  of  the 
current  peanut  legislation,  It  is  our  firm  opinion  that  the  peanut  price 
support  program  administered  under  this  legislation  over  the  years, 
has  fulfilled,  to  a  highly  reasonable  degree,  the  original  intent  and 
purpose  of  the  Congress.  We  beUeve  the  program  is  now  more  effective 
than  ever  in  meeting  the  following  criteria: 

One,  a  reasonable  return  to  the  fanner;  two,  a  constant  and  ample 
supply  to  meet  food  needs  of  the  country;  three,  reasonable  and 
stable  prices  to  the  consumer;  four,  contributions  to  our  Nation's 
balance  of  payments  in  world  trade.  Peanuts  are  sold  for  cash  dollars. 
They  do  not  move  overseas  under  Public  Law  480  nor,  traditionally, 
under  other  foreign  food  donation  programs. 

Senator  Bellmon.  How  many  peanute  were  exported  last  year  for 
cash  dollars? 

Mr.  Davis,  Approximately  325,000  tons. 

Senator  Bellmon.  How  much  did  that  amount  to  in  dollars? 

Mr.  Da-vis.  A  value  of  $175,951,000. 

The  Chairman.  Please  proceed,  sir. 

Mr.  Davis,  No.  .5,  contributions  to  economies  of  rural  communities. 
Peanuts  are  the  key  cash  enterprise  in  farming  operations  of  the 
peanut  production  belt,  most  of  which  has  been  declared  by  the 
Congress  to  be  an  economically  underdeveloped  area. 

Six,  minimal  cost  to  Government.  The  low  relative  costs  of  the 

Eeanut  program  are  explained  in  detail  in  a  statement  presented  today 
y  the  National  Peanut  Grower  Group. 

In  light  of  these  considerations,  we  strongly  recommend  to  the 
committee  that  peanut  legislation  now  effective  be  retained  intact. 
However,  should  it  be  determined,  by  the  committee  that  changes  are 
needed,  we,  as  an  association,  wish  to  be  on  record  as  being  unani- 
mously  and  vigorously  opposed  to  a  tai^t  price  concept  for  peanuts, 
as  has  been  previously  proposed  by  the  Department  of  Argiculture, 
for  the  same  reasons  set  forth  in  detail  by  National  Peanut  Grower 
Group  today. 

While  we  feel  that  the  existing  peanut  program  is  adequate  to  the 
current  and  foreseeable  domestic  food,  crushing  and  export  needs,  we 
would  endorse  an  open-ended  production  two-priced  or  blended-priced 
support  concept,  saould  changes  have  to  be  made,  along  the  lines 
suggested  in  the  National  Peanut  Grower  Group  statement.  However, 
we  strongly  recommend  that  the  current  National  Minimum  Peanut 
Allotment  of  1,610,000  acres  be  retained  under  any  program.  We 
believe  this  minimum  to  be  in  the  best  interests  of  all  segments  of  the 
peanut  industry  and  of  the  consuming  public,  and  that  such  is  neces- 
sary to  assure  adequate- supply. 

This  completes  our  statement.  I,  along  with  other  members  of  our 
delegation  present,  will  attempt  to  answer  any  questions  by  members 
of  the  committee. 

Thank  you. 

Senator  Allen  [presiding].  Thank  you  very  much. 

As  I  understand  it,  then,  the  members  of  your  association  merely 
want  to  be  left  alone. 
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Ib  that  rig'ht? 

Mr.  Datib.  That  would  suit  ue  mighty  fine,  «r. 

Senator  Allbn.  If  revkion  of  the  peanut  program  are  «ontem^ated, 
you  would  like  to  register  your  views  as  to  possible  changes. 

Mr.  Datis.  This  is  a  broad  view  of  our  thinking  as  far  as  any  new 
i^slation.  We  would  be  glad  to  furnish  details  any  time. 

Senator  Au.kn.  Are  you  familiar  with  the  reserve  supply  of  peanuts 
that  is  under  the  control  of  the  Secretwy? 

Mr.  Davis.  Yes,  sir. 

Senator  Allen,  That  Mr.  Foshee  testified  about? 

Mr.  Davis.  Yes. 

Senator  Allen.  What  ok  your  views  in  respect  to  marketing  those 
peanuts? 

Mr.  Davis.  I  have  mixed  emotions.  I  do  not  think  they  are  being 
marketed  XH^erly,  and  possibly  some  move  ^lould  be  made  in  that 
direction. 

Senator  Allbn.  Do  you  have  anything  specific  to  suggest? 

Mr.  Davis.  No,  sir,  I  do  not  at  this  point. 

Senator  Allen.  Would  you  be  willing  to  give  conedderatioa  to  that 
and  give  us  a  supplemental  statement  as  to  your  views  on  that  and 
the  views  of  your  association? 

Mr.  Davis.  Yes,  sir.  We  would  be  glad  to  discuss  that  and  furnish 
the  committee  with  it. 

Senator  Allen.  I  think  it  might  be  of  value  to  the  committee. 

Mr.  Davis.  We  would  be  happy  to  do  so. 

Senator  Allen.  The  record  will  be  kept  open,  I  am  sure,  for  at 
least  a  week.  If  vou  would  get  it  in. 

Mr.  Davis.  We  have  enough  people  here  today,  so  that  prtdwbly 
in  a  week  to  10  days  we  can  get  it  back. 

Senator  Allen.  Senator  Young. 

Senator  Younq.  No  questions. 

Senator  Allen.  Senator  Bellmon. 

Senator  Bellhon.  No  questions. 

Senator  Allen,  Senator  Helms. 

Senator  Helms.  No  questions. 

Senator  Allen.  Thank  you  very  much. 

[The  following  material  was  subsequently  received  foe  tiie  veeord 
tFom  the  Southeastern  Peanut  Association,  Albany,  Ga.:l 

ObservatjaDs  and  recommendations  that  follow  are  rewectfully  submitted  after 
careful  investigation,  study  and  discussion  of  tbe  tnarset  situation  among  the 
Association's  leadenihip: 

1.  It  is  our  opinion  that,  despite  lowered  demand  In  foieiRn  nurketa  due  te 
woiid  economic  recession,  buyers  have  remained  unGODviaoed  tbat  CCC  would 
hold  to  its  sales  policy  of  recovering  100  percent  of  ite  coile;  conaequently,  they 
bave  cut  back  production  and  held  only  a  very  minimum  inventory  so  far  duiing 
the  1974-75  crop-year. 

2.  It  is  our  firm  belief  that  any  price  reduction  on  CCC  InventcoT'  Beanvls  at 
this  time  would  not  only  ruin  the  market  for  tho  balanoe  of  tiua  y«ai,  bwt  alao 
p<»e  a  serious  threat  to  Uie  marketuig  of  the  1S75  crop. 

3.  History  proves  that  export  buyers  will  pay  prices  equivalent  to  Domestic 
United  States  Prices  when  peanuts  are  needed  and  a  quality  supply  is  not  snllable 
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elsewhere  in  the  foreign  m&rket.  Our  estiioAte,  based  on  experience  over  time  and 
intense  inquiry  over  the  past  few  days,  ie  that  foreign  marketa  ivill  absorb  150,000 
to  200,000  tons  at,  or  possibly  above,  CCC  minimum  prices,  provided  the  re- 
mainder of  the  invento^  is  diapoaed  of  without  disrupting  the  market. 

4.  To  accompLiah  this,  we  recommend  that  from  190,000  to  250,000  tons  of  the 
CCC  Invwitory  be  moved  immediately  through  a  donation  program  to  non-peanut- 
producing  nations  in  dire  need  of  food.  We  further  recommend  most  strongly  that 
such  peanuts  be  custom  shelled  and  fragmented  and/or  custom  crushed  in  the 
United  States  prior  to  shipment.  Tbia  is  most  important,  since  we  fear  donations 
of  this  magnitude,  either  in  the  hull  or  aa  whole  Hhelled  kernels,  would  result  in 
their  reappearance  on  the  foreign  market,  competing  with  the  remaining  CCC 
Inventory  to  diaafltroiis  effect. 

-^,  Provided  such  donations  are  made,  we  recommend  that  the  remaining 
peanuts  held  be  offered  for  sale  under  the  CCC  Mininium  Sales  Policy. 

In  summary,  we  beUcve  the  foregoing  recommendations  for  oouise  of  action 
to  be  preferable  to  a  number  of  possible  alternatives.  Since  peanuts  are  perishable 
and  highly  susceptible  to  pest  infestation,  reconcentration  of  the  Inventory  in 
storage  would  lead  to  pronounced  decreases  in  quality  and  value,  while  posing  as  a 
dangerous  depressant  on  New-Crop  marketa,  both  Domestic  and  Export.  In 
order  to  achieve  optimum  effects,  we  feel  the  donations  for  humanitarian  reasons, 
if  feasible,  should  he  announced  immediately  w[th  delivery  at  the  earhest  possible 
time.  It  is  important  that  such  donations  be  mode  to  non-peanut-producing  na- 
tions; otherwise,  recipients  could  clear  more  of  their  own  peanuts  to  compete  with 
the  rentaining  CCC  Inventory  in  the  World  Market,  We  wiah  to  empbasiie  again 
that  such  peanuts  should  not  be  shipped  either  in  the  in-ehell  or  shelled  whole- 
kernel  forms.  The  remainder  of  the  CCC  Inventory  should  continue  to  be  offered 
under  the  Minimum  Sales  Policy  for  Crushing  and  Export. 

We  respectfully  submit  the  foregoing  recommendations  as  im  addendum  to  the 
statement  presented  by  Southeastern  Peanut  Association  to  the  Committee  on 
Agriculture  and  Forestry  on  February  19,  1975. 

Senator  Allen.  Mr.  Jack  Hall,  Virginia  Fanners  Union  Organizing 
Committee,  accompanied  by  Mr.  Jay  Solomon  and  Mr.  Dick  Hodges. 

STATEMENT  OF  A.  JACK  HALL,  UEUBES,  NATIONAL  FAEUEBS 
ITNION,  AND  CHAnmtAN,  OEGANEATION  COMMITTEE,  ^PINDSOE, 
VA. 

Mr.  Hall.  Mr.  Chairman  and  members  of  the  committee,  my  name 
is  Jack  Hall.  I  am  a  member  of  the  National  Farmers  Union  and  chair- 
man of  the  Organization  Committee  for  that  organization.  I  am  a 
peanut  producer.  I  have  with  me  today  peanut  Droaucers  who  will  join 
me  in  representing  National  Farmers  Union;  Jerry  Solomon,  route  2, 
DeLeon,  Tex.,  and  Dick  Hodges,  route  1,  Fort  Cobb,  Okk.  With  your 
permission,  I  woiUd  like  to  niake  an  opening  statement,  and  my  two 
associates  would  like  to  join  in  making  brief  comments  following  my 
statement. 

The  first  requirement  of  any  country  is  to  produce  a  superabundance 
of  food  and  fiber.  Enough  to  feed  its  own  population  and  to  export— 
improvii^  our  trading  position — to  other  coimtries.  The  result  of  this 
policy  and  action  is  to  release  people  from  agricultural  pursuits  to 
engage  in  industry  such  as  building  houses,  automobiles,  farm  ma- 
chinery, shoes,  textiles,  ships,  and  all  other  things  and  services  needed 
by  the  people. 

Senator  Allbn.  I  am  advised  that  the  committee  rule  is  that  wit- 
nesses be  limited  to  10  minutes.  Loakipg  at  your  statement,  X  am  sure 
you  cannot  finish  in  that  time.  I  wonder  ii  you  would  be  willing  to 
summarize  your  statement  in  order  to  conserve  your  tame  and  liee-v^ 
some  time  available  to  the  other  witnesses.  Qn  my  own  motion,  I  arti 
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going  to  extend  your  time  to  15  mimites.  As  to  the  fact  that  there  will 
be  two  others,  we  will  start  the  clock  as  of  right  now. 

Mr.  Hall.  We  can  finish  our  statement  in  10  minutes. 

Public  policy  in  the  United  States  has,  from  our  beginning,  been 
rightly  directed  in  the  direction  of  abundance  of  agricuftural  produc- 
tion until  today  we  are  the  greatest  agricultural  and  industrial  country 
in  the  world.  This  did  not  just  happen;  we  planned  it  that  way. 

The  U.S.  involvement  in  agriculture  dat«s  back  to  the  early  b^in- 
nin^  of  the  Nation.  The  need  to  feed  a  rapidly  growing  population 
and  to  release  workers  from  a^cultural  pursuits  to  provide  manu- 
factured products  needed  and  wanted  by  the  people  for  domestic  use 
and  for  trade,  was  necessary,  and  governmental  decisions  were  made 
to  assist  in  this  endeavor  because  it  was  declared  to  be  in  the  public 
interest  to  do  so. 

Great  progress  was  made  in  the  early  part  of  the  19th  century,  but 
our  greatest  expansion  has  been  in  the  last  century,  beginning  in 
probabh;  1850  until  now. 

The  Homestead  Act  made  it  possible  for  pioneer  settlers  to  occupy 
and  own  land,  and  to  develop  our  great  Western  areas  for  the  produc- 
tion of  food  and  fiber.  To  get  this  farm  produce  to  market,  our  Gov- 
ernment provided  huge  grants  of  land  at  public  expense  to  build 
railroads  so  as  to  bring  the  products  from  these  ranches  and  farms  to 
the  eastern  seaboard. 

President  Abraham  Lincoln's  administration  created  the  Depart- 
ment of  Agriculture  to  develop  public  policy  and  direction  for  the 
Government  and  to  help  our  farmers  to  provide  the  evei^rowing 
demand  for  food  and  fiber. 

Free  seeds  were  distributed  at  public  expense.  The  land-grant 
college  system  was  established  in  the  various  States  to  train  young 
men  and'  women  to  enter  agricultural  pursuits  as  teachers  and  home 
demonstration  workers.  Other  of  these  trained  people  went  into  in- 
dustries that  served  agriculture:  Manufacturing  of  farm  machinery, 
and  wholesaling,  et  cetera. 

Even  these  efforts  were  not  enough.  The  Agricultural  Extension 
Service  was  formed  to  work  from  the  land-grant  colleges  to  actuaUy 
go  out  on  the  farms  and  there  to  demonstrate  bv  actually  helping 
the  farmer  to  apply  the  improved  methods  of  farmmg.  Young  women 
were  sent  into  rural  and  urban  communities  to  show  the  homemakers 
methods  of  homemaking — canning,  sewmg,  preserving,  infant  care, 
and  food  preparation — to  improve  the  quality  of  livmg.  Even  pri- 
mary veterinary  care  and  assistance  to  livestock,  and  health  informa- 
tion and  dietary  instructions  for  the  people,  were  provided. 

The  continued  involvement  of  our  Government  in  agriculture  has 
resulted  in  our  becoming  the  greatest  agricultural  and  industrial 
Nation  in  the  world.  Today  we  are  the  envy  of  the  world. 

The  abihty  of  our  Nation  to  produce  a  super-abundance  of  food 
has  been  the  means  of  preserving  freedom  in  various  areas  of  the 
world.  In  two  major  wars — World  War  I  and  World  War  II— and 
two  lesser  wars — ^Korea  and  Vietnam— we  have  provided  billions  of 
dollars  worth  of  food  and  fiber  to  hungry  and  ill-clothed  people  all 
over  the  world  in  their  terrible  time  of  need.  All  at  the  same  time  the 
U.S.  population  has  been  adetju&tely  provided  with  food  and  fiber 
at  much  less  cost  in  percentage  of  total' income  than  any  other  people 
in  the  world. 
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It  is  my  belief  that  we  in  America  have  been  weD  served  by  the 
Congress  and  the  other  branches  of  Goveminent  in  this  policy  of 
abundant  food  production. 

The  solution  of  problem  No.  1 ,  the  production  of  a  super-abundance 
of  agricultural  production,  brings  on  problem  No,  2,  low  farm  income. 
When  the  level  of  supply  of  any  given  commodity  is  in  overaupply, 
prices  received  by  farmers  fall  in  direct  relationship  to  the  percentage 
of  oversupply  and  if  it  is  below  the  level  of  supply  needed  and  short^;es 
occur,  prices  wouid  rapidly  increase.  We  have  evidence  of  this  in  the 
rapidly  rising  costs  of  certain  foods  while  others  such  as  peanuts 
continue  to  be  stable. 

I  hope  the  Congress  believes  it  is  in  the  pubhc  interest  to  continue 
this  policy  of  a  super-abundance  of  agricultural  production,  and  that 
some  Government  intervention  is  necessary  to  protect  the  consumers 
of  agricultural  production  against  shortages  resulting  in  higher  prices 
to  consumers.  I  hope  the  Confess  beheves  it  is  in  the  public  interest 
that  farm  producers  should  also  be  afforded  some  protection  when 
stocks  build  up  causing  severe  losses  in  prices  received  by  fanners. 

Political  leaders,  both  RepubUcan  and  Democratic,  have  accept«d 
the  principle  of  price  supports  for  basic  agricultural  commodities,  but 
they  have  not  agreed  on  what  type  is  most  adequate,  efficient  to  the 
taxpayer,  the  consumer,  and  in  the  public  interest. 

We  believe  the  present  peanut  program  has  succeeded  in  providing 
stability  to  the  producers  and  to  the  manufacturing  industry.  I  think, 
however,  that  the  greatest  benefit  has  been  to  oiu-  customer,  the  con- 
siimer.  You  can  now  make  a  peanut  butter  sandwich  for  a  dime.  Few, 
if  any  other  high  protein  foods,  can  be  bought  at  such  a  low  price. 

The  Secretary  of  Agriculture  has  been  exerting  extremely  high 
pressure  to  growers  to  adopt  a  new  program  that  would,  in  our  opinion, 
disrupt  markets,  bankrupt  large  numbers  of  peanut  producers,  and 
ultimately  cost  consumers  and  taxpayers  much  more  for  peanut 
products  that  range  from  candy,  confectionery,  and  snacks  to  salad 
and  cooking  oils,  cosmetics,  and  bird  and  tiveatock  feeds. 

Peanut  shells  go  into  fuel,  fertilizer,  mulch  for  gardening  and  farm- 
ing, cattle  feed,  poultry  house  Utter,  abrasives  ror  potishmg  metals, 
insulation  for  farm  buildings,  and  crowns  for  bev«rt^  bottles.  I  could 
name  150  more. 

Prior  to  1939,  the  peanut  indnstiy  suffered  from  either  an  abundant 

{(lus  supply  or  very  low  supply.  Farmers  were  uncertain  as  to  what 
evel  they  should  plant  or  of  the  consequences  (rf  the  decimons  they 
made  on  income.  Manufacturers  could  not  plan  on  a  reliable  supply. 
The  Congress  wisely  decided  to  include  peanuts  in  the  Agricolturai 
Act  of  1939  as  a  basic  commodity.  A  program  was  designed  to  assure 
an  adequate  supply  of  peanuts  at  reasonable  prices  to  the  consumer 
and  fair  prices  to  growers  geared  to  parity  price  supports.   ' 

Adjustments  have  been  made  from  time  to  time  to  improve  the 
program  and  the  costs  hav*  been  very  low  to  the  taxpayer  for  diVert- 
mg  peanuts  for  oil  and  meal  or  for  foreign  sale  to  world  markets  when 
supply  exceeds  domestic  demand.  Manufacturers  of  peanut  products 
have  not  had  at  any  time  in  these  last  35  years  a  senous  shortage  of 
supply  and  have  said  that  the  present  1,610,000  acres  are  tie  lowest 
we  should  go  to  assure  that  consumers  will  be  protected  with  a  plenti- 
ful supply  of  peanut  products.  Prices  of  peanuts  have  remained 
comparatively  low;  in  fact,  much  lower  than  other  foods. 
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As  of  Jaauary  15,  1975,  fanners  were  remving  prices  for  peanuts 
that  reflected  6d  percoit  of  parity.  Although  cotton  ie  not  a  food,  It  is 
in  serious  trouble  resulting  from  changes  made  in  their  supply  manage- 
ment prf^am  resultii^  in  a  $500  million  loss  to  the  taxpayer.  This  is 
the  type  jHTogram  that  the  Secretary  says  he  would  like  to  see  peanut 
growers  have. 

We  do  not  think  disruptions  of  the  markets,  losses  to  pirowers,  and 
$500  million  in  costs  on  just  one  commodity  is  in  the  pubhc  intwest. 

1  want  to  address  myself  to  one  more  point  before  I  close — Secretary 
Butz's  apparent  obsession  in  opposition  to  the  acreage  allotments. 

When  the  decision  was  made  to  adjust  supply  to  what  was  needed  in 
fsnn  productiMi  for  domestic  use,  and  for  use  m  export,  consideration 
was  ^ven  to  the  huge  investment  in  shellii:^,  and  other  manufActuring 
plants,  the  farm  producers  investment  in  land,  buildings,  and  special 
tarnx  equipment  deaif^ed  especially  for  producing  peanute^  The 
Congress  dedded  that  it  was  good  business  to  use  wh&t  faeilitiea  we 
had  and  not  waste  our  resourccR,  in  both  plant  and  equipment,  and 
manpower  to  produee  the  Nation's  peanut  needs  and  that  it  would  not 
be  fair  and  equitable  to  the  present  people  engaged  in  producing  and 
manufacturiiu;  to  enlarge  peanut  growing  areas  until  it  became  good 
economics  to  do  so. 

A  decision  to  consOTve  our  resources  makes  sense  to  me.  Why  pro- 
duce m<»e  peanuts  when  the  Nation's  needs  could  be  supplied  in  the 
present  peanut  growing  areas  concentrated  largely  in  the  southeastern 
States  of  Virginia,  North  Carolina,  Georgia,  Florida,  AlabMna, 
Texas,  and  Otlahoma  and  soutliwestem  States  like  New  Mexico 
to  a  leseer  amount  in  some  other  States. 

The  farmers  theo  producing  peanuts  were  given  their  share  of  the 
national  production  needs,  ueing  as  guidelines  the  past  history  of 
acres  in  production  on  each  farm.  Savings  were  made  by  not  producing 
unneeded  peanuts  and  fewer  peanut  producers  were  nnancially 
harmed.  Provisions  wea*  made  tor  new  growers,  adjustments  weire 
made  for  increases  in  the  national  allotments  either  up  or  down  to  not 
lower  than  1,610,000  acres,  prices  were  to  he  supported  at  between 
75  and  90  percent  of  parity. 

Farmers  are  not  afraid  of  Government.  We  like  to  use  it  for  our 
good  and  the  public  good.  Farmers  cannot,  by  themselves,  adjust 
production  to  the  best  economic  advantage  to  the  American  people. 
I  think  that  our  peanut  farmers  can,  by  working  together  with  our 
Govei'Dnaent  to  conserve  our  resources  in  the  pubUc  interest,  coctuoue 
the  good  job  of  providing  a  splendid  food  product  at  a  fair  price  to 
consumers,  a  fair  price  to  produoera  and  in  the  quantity  to  meet  our 
needs. 

Senator  Allbn.  Thank  you. 

Mr.  Hall.  I  would  like  to  add  one  thin^;  hwe.  We  axe  opposed  to 
open-end  production  of  peanuts  for  foreign  sales  at  lower  pnces 
thao  those  to  the  iuiwrican  consumer.  We  do  not  think  it  ia  fair  to  Ae 
consumer,  first  of  all.  Second,  it  is  not  fair  to  ask  the  fanner  to  produce 
something  below  Ms  coat  of  production. 

Mr.  Solomon  here  is  from  Taxas  and  he  has  a  brief  statement 
that  he  would  like  to  make. 
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comrry  fabuebs  umoK,  dcleon,  tex. 

Mr.  Solomon.  Thank  you,  Mr.  Chairman. 

We  appreciate  this  opportunity  to  appe^  and  to  present  the  views 
of  National  Farmers  Union  ctmcenung  the  future  of  the  peanut 
program. 

I  farm  130  acres  of  irr^ated  peanuts  in  Comanche  County,  Tex., 
and  have  been  in  the  peanut  busmess  for  the  last  20  years. 

The  peanut  program  that  we  now  have  has  assured  the  Nation 
an  adequate  supply  of  this  commodity  at  a  stable  and  fair  price 
paid  to  the  producer.  This  is  why  we,  ag  producers,  stroi^iy  favor 
tlie  existing  peanut  program  as  voted  in  the  tast  referendum  by  an 
overwhelming  97.5  percent  for  the  present  program. 

While  prices  of  other  commodities  nave  been  up  and  down,  the  price 
of  peanuts  at  the  producer  level  and  of  peanuts  and  peanut  prooncts 
at|  the  consumer  level  hare  reflected  &  level  of  staoihty  which  w© 
believe  is  directly  attributed  to  the  peanut  program. 

As  far  back  as  I  can  remember,  growers  were  Toring"  in  favor  of  a 
partnership  arrangement  with  their  Government  to  build  market 
stabilitT  into  the  peanut  program.  A  thriving  and  sound  peanut  indus- 
try from  the  producer  to  Uie  consumer  is  the  result. 

Senator  Allen.  Thank  you  vei^  much. 

Mr.  Hodges. 

STATEMENT  OF  DICE  HODGES,  CHAIUHAN,  1974  FOLICT  KRAFTina 
COMUITTEE,  OKLAHOMA  FARKEBS  UNION,  AND  UEK5EB, 
FOLICT  SRAFTIN&  COUKITTEE,  NATIONAL  FASUEES  UNION, 
FORT  COBB,  OKLA. 

Mr.  Hodges.  Thank  you,  Mr.  Chairman  and*  members  of  the 
committee. 

I  appreciate  this  opportunity  to  make  a  brief  statement  and  to  join 
the  two  previous  witnes.ses  in  presenting  the  views  of  National  Farmers 
Union  on  the  futiu^  of  the  peanut  program. 

The  national  policy  draftin|;  committee  for  National  Farmers  Union 
meeting  in  Denver,  Colo.,  Januarv  19-20,  1975,  adopted  a  poUcy 
position  on  the  peanut,  rice  and  tobacco  programs  as  follows: 

Peaout,  rice  and  tobacco  programs.  These  programs  eeW^ished  35  jKon  ago 
hnve  assured  the  nation  adequate  supplies  of  these  conimoditie»  at  stable  and 
fair  price.s  while  lending  stability  to  prices  paid  to  producers..  These  profToms 
«inbody  all  the  basic  principles  that  Farmers  Union  believes  to  be  essential  to 
make  commodity  progranw  worit. 

We  oppose  the  United  States  Department  of  Agriculture's  action  in  suspending 
marketing  quotas  on  rice  and  reducing  alloted  aciee. 

We  support  the  continuation  of  programs  for  these  crops  as  they  are  presently 
con^titut<.'d  and  Their  administration  to  assure  the  maximum  price  support  per- 
mitted by  law. 

The  peanut  program,  as  it  has  been  traditionally  and  historically 
administered,  lias  been  good  for  the  farmer,  for  the  manufactining  and 
processing  interests,  as  well  as  for  the  consumer.  In  contrast  to  some 
of  the  wide  swings  and  prices  of  other  commodities  in  recent  years, 
peanut  prices  have  remained  consistently  stable  at  around  70  to  75 
percent  of  parity^ 
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We  think  the  program  has  worked  to  serve  the  national  interest  and 
we  continue  to  support  the  administration  of  the  pr<^am  consistent 
with  the  statutory  direction  given  bv  the  Congress.  The  cost  of  the 
program  last  year  amounted  to  virtuiJly  notliing  and  with  sympathetic 
administration,  the  peanut  programs  in  1975  and  foUou'ing  years  can 
be  administered  at  levels  that  are  relatively  insignificant  in  relation 
to  the  total  agricultural  budget. 

As  a  producer  of  peanuts,  I  want  to  thank  Chairman  Talmad^  and 
my  State's  Senator  Bellmon  and  other  members  of  the  committee  who 
have  given  support  to  the  maintenance  of  the  present  program.  We 
stronety  urge  you  to  continue  to  resist  proposals  that  would  weakea 
and  aestroy  tested  and  proven  principles  relating  to  supply  manage- 
ment and  support  in  tiie  peanut  program. 

Senator  Allen.  Thank  you  very  much,  Mr.  Hodges. 

Gentlemen,  we  appreciate  the  testimony  that  you  have  givea.  T 
think  vour  statement — ^you  gave  a  real  fine  definition  of  a  c^irable 
agricultural  policy  on  behalf  of  our  Government. 

Do  you  feel  that  since  the  Government  has  urged  farmers  to  go  all 
out  for  production  of  foods,  that  the  Government  should  share  some 
of  the  risks  if  overproduction  does  cause  a  decline  in  prices? 

Is  that  correct? 

Mr.  Hall.  Yes,  sir.  I  feel,  if  we  could  go  a  little  further,  I  feel  that 
a  sort  of  sociaJ  contract  between  our  people  and  agricultural  producers 
have  been  entered  into.  We  did  not  get  into  all  this  trouble  by  our- 
selves. We  had  a  lot  of  help.  The  help  was  well  placed.  It  was  needed. 
I  agree  with  you. 

Senator  Allen.  I  notice  ^'ou  speak  of  the  peanut  farmer  getting  69 
percent  of  parity.  I  assume  if  he  had  gotten  70  percent  of  parity  there 
would  have  been  no  Government  payment  at  all. 

Is  that  correct? 

Mr.  Hall,  Seventy-five  percent  of  parity.  We  are  actually  sup- 
posed to  be  getting  75  percent  of  parity.  Through  administrative 
changes  made  by  the  present  Secretary  of  Agriculture,  the  cost  of 
inspection  and  storage  of  commodity  credit  stored  peanuts  has  been 
deducted  from  the  75  percent  of  parity.  Naturally,  the  market  level 
of  all  peanuts  marketed  in  the  country  usually  follows  the  loan  price. 
The  loan  price  with  these  deductions  amounts  to  about  69  percent  of 
parity. 

Senator  Allen.  Right  at  70  percent.  The  net  price  to  the  f^mer  ia 
running  about  70  percent. 

Is  that  right? 

Mr.  Hall.  That  is  right. 

Senator  Allen.  I  note  that  the  total  cost  to  the  Government  was 
only  about  $4  million  last  year. 

Mr.  Hall.  That  is  correct. 

Senator  Allen.  I  was  interested  in  your  comments  about  the  10- 
cent  peanut  butter  sandwich,  I  believe  research  on  the  record  shows 
that  the  peanut  butter  gives  more  protein  per  dollar  of  cost  than  any 
other  food. 

Is  that  not  correct? 

Mr.  Hall.  That  is  correct.  It  is  the  cheapest  food  bargain  if  you 
look  at  the  protein  content  in  the  world  today. 

Senator  Allen.  That  is  what  so  much  of  a  himgrj'  world  is  lookinp 
for  today. 
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Mr.  Hall.  A  more  aggressive  attitude  on  the  part  of  the  Foreiea 
AgricultuTBl  Service  andthe  Department  of  Agriculture,  in  my  jue^- 
ment,  could  sell  these  peanuts  that  we  are  able  to  produce  under  the 

E resent  peanut  program.  This  is  an  asset  that  we  nave  to  better  our 
alance  of  trade.  We  cannot  expect  the  American  farmer  to  compete 
in  the  world  market  with  our  higher  costs  of  production.  I  had  a 
chart  that  was  supplied  by  the  Secretary  of  Agriculture  to  the  Peanut 
Advisory  Committee  showing  that,  farmers'  stock  peanuts  are  now 
selling  at  5%  to  7  cente  per  pound  m  Africa  and  India.  I  do  not  have 
a  copy  with  me.  I  could  supply  it  for  the  record.  The  Department 
Agriculture  would  be  glad  to  supply  a  copy  for  you,  but  I  am  sure 
that  the  committee  has  had  access  to  this  report.  Mr.  Chairman,  I 
have  been  coming  to  Washington  many  years  and  have  appeared 
before  this  committee  and  I  thank  you  for  your  kind  attention  and 
help  in  my  efforts  to  represent  peanut  growers. 

Senator  Allen.  Do  the  peanut  growers  have  any  assessment  against 
themselves  for  an  educational  program  on  the  value  of  peanuts  to  the 
consumer? 

Mr.  Hall.  Yes,  sir.  Peanut  growers  in  all  peanutr^owing  States, 
to  my  knowledge,  there  are  three  peanut-growing  arca3  that  have 
^'oted  to  tax  themselves  through  peanut  commissions  for  promotion 
for  the  use  and  sale  of  peanuts. 

Senator  Allen,  That  is  a  good  investment. 

Mr.  Hall.  The  best  investment  we  could  make. 

Senator  Allen.  Senator  Young. 

Senator  Young.  I  want  to  than^  you  for  a  good  statement.  I  cannot 
help  but  note  the  united  thinking  of  the  producers  and  processors  of 
peanuts  in  support  of  the  present  program.  It  is  a  bit  unusual. 

Mr.  Hall.  Mr.  Chairman,  we  have  worked  together  in  building  the 
peajiut  program  since  the  great  Congresaman  from  Georgia,  Steve 
Pace,  pioneered  the  introduction  of  peanuts  as  one  of  the  basic  com- 
modities. We  worked  together  in  harmony,  I  think,  with  all  s^ments 
of  the  peanut  industry.  We  have  had  some  differences,  but  they  are 
of  a  minor  degree. 

To  make  tms  program  as  well  as  we  could,  we  built  brick  by  brick 
by  brick,  we  owe  a  lot  of  gratitude  to  Mr.  Thigpen  who  was  before  you 
a  few  minutes  ago,  for  his  efforts  to  help  us  improve  the  peanut  pro- 
gram. I  do  not  Imow  of  an^  other  commodity  that  has  worked  as  hard 
as  we  have  to  promote  this  program,  to  work  in  the  interest  of  all  of 
us,  the  whole  Nation. 

I  believe  this  is  the  type  of  pr<^am  that  should  be  foremost  in  our 
minds  when  we  work  out  a  farm  program,  one  that  is  best  for  all  the 
people.  I  cannot  conceive  of  anything  worse  about  the  peanut  program 
right  now  than  to  be  marketing  peanuts  in  the  world  market  at  half 
the  American  price.  That  is  alraut  what  the  world  price  is  now,  and 
ask  our  American  consumers  to  pay  one  price  and  export  at  another 
lower  price.  For  instance,  if  peanuts  were  selling  at  20  cents  a  pound 
in  our  stores,  to  the  American  housewife  and  we  were  selling  the  same 
quality  peanut  to  the  European  consumer  for  10  cents  or  less  a  ])Ound 
just  to  please  someone  in  the  Department  of  Agriculture,  how  long  do 
you  think  the  American  consumer  would  stand  for  it? 

I  am  an  American  consumer.  I  would  stand  up  on  my  feet  and  yell 
about  it,  and  the  consumer  would  too.  This  is  the  way  to  destroy  a 
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farm  program  that  is  working  weTI.  This  open  end  production  of  pea- 
nuts for  export  or  two-price  program  would  open  the  flood  gates, 
people  would  go  bankrupt.  Farmers  have  tried  it  and  could  not 
make  it. 

I  cannot  compete  mth  a  man  in  Africa  or  Asia  who  probably  earns 
25  cents  a  day  growing  peanuts.  I  have  to  si^port  my  family  and  my 
new  coworkers  up  in  Detroit,  Racine,  and  Chicago  who  are  building 
my  farm  equipment.  The  fanners  have  laid  off  our  SS-a-day  farm 
hands,  Mr.  Chairman  and  substituted  machines:  tractois,  combines, 
dryers,  et  cetera,  some  that  cost  us  $15,000  to  $25,000.  Mr.  Chairman, 
yoii  Imow  that  this  is  true  because  you  represent  the  great  peanut- 
growing  Stat©  of  Alabama. 

Do  you  know  what  it  would  cost,  Mr.  Chairman,  for  one  of  tbeee 
young  farmers  here  with  me  today,  to  get  into  peanut  production? 
The  farm  equipment  alone  would  exceed  $75,000  excluding  the  cost  d 
his  farm,  and  enough  operating  capital  to  bring  in  a  crop. 

Farmers  have  to  have  some  return  on  that  size  investment.  W« 
certainly  cannot  do  it  with  nickel  peanuts. 

African  farmers  stock  peanuts  are  selling,  as  indicated  in  a  handout 
we  received  from  the  Department  of  Agriculture  last  week  when  the 
National  Peanut  Advisoiy  Committee  met,  at  5M  cents  a  pound.  Veiy 
few  peanuts  are  exported  from  that  area,  but  we  would  have  to 
compete  in  this  low  market. 

We  have  taken  up  our  time,  Mr.  Chairman.  There  are  others  here 
who  wish  and  need  to  be  heard.  We  do  not  want  to  prolong  the  hearmg. 
Thank  you  very  much. 

Senator  Allen.  Senator  Bellmon. 

Senator  Bellmon.  I  would  like  to  ask  this  one  question. 

Wereyou  able  to  save  your  crop  this  year? 

Mr.  Hodges.  Senator  Bellmon,  I  was  one  of  the  lucky  ones.  I  bad 
mine  in  burlap  bags  because  they  were  under  seed  contract.  I  ba^;ed 
those  peanuts.  The  bags  began  to  fall  off  them.  I  had  to  take  them  to 
a  dryer  at  a  tremendous  expense.  You  know  what  it  is  to  d»y  a  ton  ef 
peanuts.  I  felt  like  I  was  one  of  the  lucky  ones.  I  have  been  at  my 
neighbors'  fields,  Senator  Bellmon,  and  you  rake  those  things  UP  hy 
the  double  handfuls.  They  are  not  coming  up  here  for  a  grant.  They 
assume  that  lost. 

Senator  Bellmon.  For  the  record,  do  not  go  into  too  muth  detail, 
you  might  tell  the  members  of  the  committee  what  happened  to  ttie 
peanut  crop  in  Oklahoma  this  year,  because  a  lot  of  peo^e  do  not 
know  how  hazardous  it  is  to  grow  this  crop. 

Mr.  Hodges.  It  rained  for  30  days. 

Senator  Bellmon.  At  hardest  time. 

Mr.  Hodges.  They  are  very  frt^e  and  don't  hold  onto  tile  vine. 
T^ey  are  easy  to  come  off.  It  is  like  about  the  size  of  a  thread.  When 
it  rots  off,  your  peanuts  are  left  on  the  ground,  no  way  you  can  harvest 
thoso  peanuts. 

There  are  some  farms  that  are  going  to  change  hands  because  of 
this. 

Senator  Bblluon.  Some  farmers  going  broke? 

Mr.  Hodges.  Farmers  going  broke.  But  they  do  not  ask  for  any  help. 
They  accepted  that  hazard.  , 

'    Senator  Allen.  Senator  Helms? 

Senator  Helms.  No  questions. 
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Senator  Allen.  TTiani  you  -reey  much,  genttemth.  ' 

Senatqr  B&LLMON.  I  have  a  stAtemmt  bere  from  Mr.  Robert  Shepard 
of  DuTfuit,  Okla.,  who  was  not  able  to  be  here.  I  ast  tmuummis  consent 
it  be  made  part  of  the  record. 

Senat«  Allen,  Without  objection. 

[The  statement  of  Mr.  Shepard  follows:] 

Statbhent  o 

Mr.  QiaJnnan,  ray  name  ia  Robert  Shepard,  CbainOaa  »f  the  OkUboma 
Peanut  CommissioD.  I  tun  ftppeining  todiif  i^ireseatinK  tbe  peanut  prvducers  of 
Oklahoma. 

It  is  becoming  increa^ngly  more  difficult  to  steer  sound  farm  legislation  through 
Congres.'?,  as  fewer  and  fewer  membere  havB  an  appreciation  of,  or  an  interest  in 
problems  of  the  farmer. 

If  Congrees  writes  only  legiriation  to  favor  oonsumers,  this  conntry  may  very 
weU  be  liaina  up  among  the  hungry  nations  of  the  world  i:a  a  lemr  yean.  Apiculture 
is  to  the  U.S.  what  oil  is  to  the  midcSe  east,  but  farmers  are  not  the  profiteers  that 
spokesmen  for  consumer  groups  tiy  to  make  them  out  to  be.  It  1*e  nearly  22  billion 
dollars'  worth  of  farm  commodities  exported  in  1974  had  not  been  available  to 
foreign  trade,  the  U.S.  balance  of  payments  ledger  would  show  a  much  grimmeo' 
bottom  line. 

It  is  also  worthy  to  note,  that  in  the  past  twenty  years,  the  U.S.  has  shij^ed  25 
billion  dollar's  worth  of  food  aid  to  foreign  countries. 

What  the  consumer  groups  seem  to  want  is  higher  wages  and  higher  prices  for 
what  they  sell,  and  to  buy  food  at  prices  which  prevailed  a  decade  or  two  ago.  This 
cannot  be  done. 

Farmers  have  to  buy  tractors  made  by  higher  paid  wnrkers.  They  must  pay  im- 
portprices  for  fuel,  as  well  as  higher  costs  for  fertilizer,  seeds,  and  other  supplies. 

"The  Agriculture  and  ConBumer  Protection  Act  of  1973"  specifies  prices  Con- 
gress said  farmers  ought  to  be  receiving  as  a  minimum  with  the  government  making 
up  any  differeace  between  what  the  fanners  get  and  the  target  priae.  So  far  f armera 
have  not  received  any  payments. 

Mr.  Chairman,  I  want  to  make  it  clear  that  the  peanut  producers  in  Oklahoma 
hke  the  existing  peanut  program.  It  has  served  the  producer,  the  warehousemen, 
the  sheUer,  the  manufacturer,  and  the  consumer  in  a  fair  and  equitable  manner 
for  the  past  many  years.  Thwe  have  been  no  drastic  rising  or  lowering  prices  in 
raw  and  finished  products  from  the  producer  to  the  consumer.  This  fact  within 
itself,  1  believe,  justifies  maintaining  this  all-important  farm  program  with  the 
peanut  producers  and  the  oonsumera  of  the  nation. 

Hiank  you  Mr.  Chairman.  I  will  be  pleased  to  try  to  answer  any  questions  Ute 
oonunittee  may  have. 

Senator  Allbk.  Out  next  witness  is  Mr.  Marshall  Grant,  Garvsbun;, 
N.C. 

The  Chair  recognizes  the  distinguished  Senior  Senator  from  North 
Carolina  who  will  present  the  witness. 

Senator  Helub.  Mr.  Chairman,  I  am  deUghted  to  present  my  long- 
time friend  and  distin^iahed  North  Carolinian,  MarshaJl  Grant. 
Marshall  i^  recc^nized  throughout  the  country  as  one  of  the  leading 
authoritiea  on  peanuts.  He  is  also  very  active  in  cotton. 

I  am  de^ghted  that  he  is  appealing  here  today. 

STATEHEKT  OF  HAK8HALL  OEAITT,  VICE  FKESIDEFE,  NORTH  CAR- 
OUWA  FAEM  BUREAU,  AITO  CHAIRMAH,  PEAITCT  OOMMITTEE; 
NORTH  CAROLINA  FARK  BUREAU,  OARYSBURQ,  N.C. 

Mr.  Grant.  Mr.  CSiairman,  gentlemen  of  the  committee,  I  am,  as 
Senator  Helms  has  indicated,  Marshall  Grant,  a  peanut  producer,  I 
might  add,  a  small  producer,  from  North  Carolina.  I  am  Tice'presi- 
dent  of  North  Carolina  Farm  Bureau  and  chairman  of  its  peanut 
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committee.  I  appreciate  this  opportunity  to  express  our  thoughts  as 
they  relate  to  changes  in  our  peanut  program. 

Mr.  Chairmaji,  we  feel  that  the. statement  of  the  National  Peanut 
Growers  Group  does  a  good  job  of  reflecting,  the  feelings  abd'  ideas 
of  most  peanut  producers  in  the  United  States.  We  endorse  Uiia 
statement. 

There  are  a  few  comments  we  would  like  to  add  to  emphasize  some 
points  we  feel  need  to  be  made  in  support  of  the  present  program  or 
some  modification  of  it. 

I  have  held  many  positions  of  leadership  in  North  Carolina  since 
first  being  appointed  to  a  national  peajiut  advisory  position  about 
1960.  Since  this  time  it  seems  every  year  someone  has  said  to  peanut 
producers,  the  peanut  program  must  be  changed,  but  no  basic  changes 
nave  beeu  found  to  improve  it  for  all  concerned.  We  acknowledge 
some  years  the  program  has  cost  the  Federal  Government  significant 
amounts  of  money,  but  when  compared  to  any  other  commodity 
program  over  the  long  term,  the  costs  have  been  low  when  compared 
on  a  per  unit  or  per  dollar  value,  whether  it  be  feed  grain,  cotton, 
wheat,  et  cetera.  But  a  very  significant  fact  must  stand  out  that  during 
this  extended  period  of  time,  peanuts  have  maintained  a  stable  econ- 
omy for  those  involved  cither  from  the  producer,  the  consumer,  or  the 
manufacturing  end  of  the  industry.  We  have  had  a  reasonably  pro£t^ 
able  industry.  What  is  wrong  witn  an  industry  remaining  stable  over 
many  years.  Can  you  say  this  is  true  of  any  of  the  other  major  crops 
subject  to  farm  programs  for  the  past  15  years? 

'J  he  Department  of  Agriculture  makes  much  of  the  effect  of  target 
programs  now  in  effect.  I  suggest  to  you  they  have  had  practically 
nothing  to  do  with  the  present  agricultural  economy.  If  the  cotton 

Erogram  had  accomplished  its  purpose — -to  make  up  the  difference 
etween  the  price  oi  cotton  and  the  target  price — ^the  cost  this  year 
would  have  been  significant.  It  poor  weather  and  nitrogen  shortages 
had  not  drastically  reduced  com  and  soybean  yields,  we  would  see 
poverty  prices  for  these  crops  now  also  just  as  in  the  case  of  cotton. 

If  the  target  price  concept  is  applied  to  peanuts,  I  am  very  sure  it 
will  wTeck  the  industry.  There  is  no,  I  empha-size  no,  world  market  to 
hold  up  prices  without  some  price  support  sj'stem.  As  an  example  of 
what  I  say,  when  the  Secretary  of  Agriculture  assessed  the  producer 
with  cost  of  grading,  handling,  and  storage,  our  market  was  reduced 
by  the  exact  penny  of  this  assessment.  The  same,  no  doubt,  will  be 
true  if  support  price  is  reduced  to  a  low  level.  The  price  would  im- 
mediately drop  to  a  like  level.  Any  difference  between  this  and  a 
taiget  price  would  be  a  direct  cost  to  CCC.  With  these  kinds  of  cost 
we  know  the  Congress  would  kick  out  our  whole  program. 

By  way  of  emphasis  of  the  lack  of  a  world  market  to  establish  a 
price  for  peanuts,  I  would  say  to  you  that  what  peanuts  are  traded  in 
world  market  is  only  at  oil  and  meal  prices,  with  little  quality  control. 

I  also  would  like  to  submit  to  you  exliibit  A  showing  information 
from  FAS  that  even  those  peanuts  go  into  the  trade  only  through 
Government  policy,'  In  none  of  the  peanut  producing  countries  do 
peanuts  go  freely  into  the  world  trade.  We  simply  cannot  produce 
peanuts  m  competition  with  a  Government  decision  in  some  foreign 
country. 
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Much  criticism  ia  made  by  some  in  USDA  about  their  basic  phi- 
losophy that,  anyone  wanting  to  prodyce  peanuts  ^ould  be  allowed 
to  do.  We  have  expressed  a  willingness  to  develop  a  program  to  permit 
production  for  oil  and  meal  or  world  markete,  even  though  we  are 
confident  this  is  not  in  the  best  interest  of  tie  total  industry.  Only  2 
years  in  the  past  20  years  has  this  market  been  profitable  to  producers, 
it  is  hard  for  me  to  understand  why  we  ahould  develop  a  program  to 
fit  this  situation.  As  far  as  the  profitable  part  of  this  market  is  con- 
cerned, the  long-time  producer  should  be  permitted  to  maintain  the 
markets  he  has  developed  and  established  quality  control  programs 
for.  Any  new  person  desiring  to  produce  peanuts  has  only  to  purchase 
a  peanut  farm,  just  as  I  would  have  to  buy  a  dealership  if  I  wanted  to 
sell  Ford  automobiles,  or  buy  an  airline  if  I  wanted  to  go  into  the 
flying  business.  Almost  any  business  vulture  I  know  of  has  restrictions 
on  eut«riDg  it,  even  the  United  States  Senate.  If  I  wanted  to  go  to 
work  for  General  Motors,  I  would  first  have  to  join  a  union  ana  jiay 
dues  before  even  being  considered  for  the  job.  The  only  way  to  give 
anyone  additional  rights  today  is  to  take  them  from  someone  else. 

The  present  program  has  contributed  greatly  to  those  involved  in  it. 
It  has  supplied  a  continuous  adequate  supply  for  the  industry  and 
consumer  without  a  single  year  of  shortage;  it  has  satisfied  97  percent 
of  the  producers  as  indicated  by  recent  referendums;  it  htis  created  a 
good  and  steady  economy  in  producing  areas.  It  has  been  the  most 
stable  commodity  of  any  as  indicated  hy  the  graph  in  exhibit  B, ' 

If  you  have  an  opportunity  to  see  it,  it  shows  that  commodity 

friers  have  been  very  erratic  ance  we  began  the  target^type  program. 
Fpon  it  I  liave  imjiosed  a  line  showing  the  price  of  peanuts,  which  is 
almost  a  directly  straight  Une  with  a  slight  incline.  I  think  this  is  a 
very  vivid  understanding  of  what  I  am  tn'ii^  to  say. 

Even  with  these  thiuEcs  going  'or  us,  I  have  had  the  unfortunate 
responsibiUty  to  be  involved  in  foreclosing  on  tiiree  of  my  fellow  farm 
families  this  spring  as  a  member  of  my  county  FHA  committee. 
Peanut  farmers  are  not  getting  rich. 

In  closing,  I  ask  you  as  a  Committee  on  Agriculture  to  give  serious 
consideration  to  the  good  things  in  the  present  program  before  re- 
quiring changes  which  might  be  harmful  to  the  producer  and  the 
consumer.  The  consumer  is  getting  ^ood  value  for  his  peanut  dollars. 

I  will  be  glad  to  answer  any  questions  you  may  have. 

Senator  Allen.  Thank  you. 

Mr.  Graxt.  We  would  add,  we  do  not  come  to  you  as  a  producer  as 
those  I  heard,  our  predecessors  from  the  grain  and  meat  industry.  We 
did  not  come  to  you  with  a  problem.  We  come  to  you  saying  leave  us 
alone. 

Thank  you.  I  will  be  glad  to  answer  any  questions. 

Senator  Allen.  Thank  you  very  much. 

Senator  Helms? 

Senator  Helais.  Let  me  ask  the  staff  first,  what  are  the  precise 
figures  given  to  you  by  the  Department  as  to  the  cost  of  this  program? 

Mr.  Casso  [professional  staff  member].  I  only  have  it  for  last  year, 
Senator. 

Senator  Helms.  That  would  be  fine. 

Mr.  Casso.  The  cost  of  the  price  support  program  is  $4.8  million. 

Senator  Helms.  $4.S  million. 
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Mr.  Cabso.  Right. 

Senator  Helms.  Compared,  for  example,  to  a  $4  tallion  coat  lor 
the  food  stamp  proerttm. 

How  many  peo^e  are  involved  in  peanut  production  in  North 
Carolina? 

Mr.  Grant.  18,000  families. 

Senator  Helms.  Mr.  Grant,  as  briefly  aa  posuble,  list  sothfti<^  bhe 
charuoteristics  of  peanut  production  that  you  feel  distinguish  peanuts 
from  other  commodities  under  which  target  price  is  used  with"  varying 
degrees  of  efficiency. 

What  is  the  difference  between  producing  peanuts  and  other  com* 
modities? 

Mr,  Grant.  The  major  concern  and  consideration  is  under  the 
target  price  concept,  in  order  to  make  it  work  there  has  to  be  a  world 
market,  a  muket  at  some  level  to  stabilize  prices.  My  concGption  is 
that  in  peanuts  there  is  no  such  thing.  We  are  a.  relatively  small 
commodity,  again  I  would  emphasize.  As  far  as  the  edible  portion  of 
our  commodity,  it  is  not  traded  in  worid  circles.  No  other  cowntry 
sells  peanuts  into  the  world  mai^et,  partly  because  of  lack  of  qnalitv 
contnJs,  and  other  reastwid.  Peanuts  are  traded  raily  as  oil  and  meat, 
not  as  peanuts  itself.  Even  our  excess  peanuts  are  sold  based  upon 
the  price  of  oil  end  mes),  not  any  relationship  to  edible  peamits. 
Again,  I  say  it  -does  not  reflect  any  of  the  value  of  peanuts  as  edible 
peanuts,  once  they  go  into  the  foreign  market. 

There  is  no  foreign  market  to  establish  a  market  that  the  target 
price  could  operate  under.  If  peanutt  were  reduced  from  the  present 
support  level  of  $375  to  $275,  there  is  no  reason  to  believe  that  the 
pnce  of  peanuts  would  not  that  same  instant  drive  to  $275  a  ton, 
nothing  between  that  to  maintain  this  level  of  support  for  peanuts, 
m  the  absence  of  the  price  support  program. 

Senator  Hilmb.  Many  times,  previous  witnesses  have  referred  to 
orderly  marketing  of  peanuts. 

Do  you  have  any  suggestions  about  a  commoi^ense  approach  ta 
this? 

Mr.  Grant.  Senator  Helms,  the  policy  that  has  been  foUowed  all 
these  years  since  we  have  had  such  a  program,  I  think,  is  a  common- 
sense  approach  and  one  that  would  be  endorsed  by  every  member  of 
the  industry  that  I  have  had  opportunity  to  talk  to  in  that  thev  should 
be  sold  at  their  value,  whatever  their  value  is.  It  is  obvioUs  from  the 
actions  of  the  Secretary  that  he  is  not  concerned  with  selling  them  as 
efficiently  as  he  con;  rather,  as  it  appears,  using  this  as  a  threat  over 
the  program  in  order  to  force  us  into  some  drastic  changes  that  we  feel 
are  not  justified. 

It  does  appear  that  he  is  trying  to  use  us  to  make  the  proeram  much 
more  expensive.  I  have  not  seen  one  member  of  the  industry  that 
agrees  with  the  philosophy  that  he  is  following.  It  can  only  be 
detrimental. 

Senator  Helms.  As  you  know,  I  have  gone  to  the  mat  with  you," 
with  Mr.  Frick  and  Mr.  Butz,  nbout  this  peanut  program,  which  is 
very  vital  to  North  Carolina.  We  always  hear  about  the  number  of 
young  people  who  theoretically  would  go  into  peanut  production,  and 
they  cannot  because  of  the  allotment. 

Now,  considering  the  cost  of  peanut  production  and  beingaTBan  on 
the  ground,  knowmg  what  the  situation  is,  really  how  mauy-juumg 
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people  in  North  Carolina  Would  go  intQ  peanut  production  if  there 
werw  no  acre^e  aliotmeuts? 

Mr.  Grant,  I  do  not  thibk  the  aHotment  program  ia  any  restric- 
tion on  a  yourig  man  going  into  thdjndaatry.  It  ia  a  little  hard  to 
answer  your  question  directly.  The  opportunity  13  there  now.  They 
only  have  to  compete  with  other  farmers.  If  we  were  to  change  t^e 
program,  they  would  have  the  same  problem  and  at  a  much  lower 
return.  Eliminating  the  progjram  does  not  give  them  an  opportunity 
to  get  into  the  busm^s.  It  gives  us  a  better  opportunity  to  go  broke. 
Once  it  becomes  unprofitable- — 

Senator  Helms.  To  put  it  another  way,  how  much  would  ib  cost  a 
voung  farmer  of  the  category  referred  to  by  our  friends,  Secretary 
^utz  and  Mr.  Frick,  how  much  would  it  cost  him  to  start  in  business 
this  year  as  a  peanut  producer? 

Mr.  Grant.  To  expect  to  have  a  return  sufficient  to  justify  a  live- 
lihood, no  less  than  $100,000  in  North  Carolina,  not  including  cost  of 
land. 

Senator  Helms.  On  the  eamings  of  an  average  peftnut  prodtieer  in 
North  CaroUna,  do  you  think  Uiat  would'  b©  a  jHndent  investment 
for  him? 

Mr.  Grant.  I  would  not  tiiink  aOj 

If  I  ipight  bring  you  one  other  piece  of  information  that  is  pertinent 
to  the  question  you  raised,  exhibit  C.  It  shows  in  four  major  fringe 
States,  there  is  a  significant  acreage  available  now  to  anyone  who 
wants  it,  I  would  point  out  to  you  Arkansas  has  a  total  acret^  of 
4.000.  And  3,400  of  that  no  one  will  work.  These  SguTOs  are  out  of 
date.  I  have  been  unable  to  get  more  current  oneg. 

It  gives  you  several  of  these  frit»e  States  showing  that  there  is 
peanut  acreage  available  that  costs  them  nothing,  and  thep^  have  the 
advanti^  <Jf  a  high  support  program  available  to  them.  Still  no  one 
would  bother  to  take  tnem  in  those  fringe  areas  and  new  areas  of 
production. 

We  can  see  no  justrficatiOQ,  -■ 

Senator  Helms.  Mr.  Chairman,  I  ask  unaniihoiua^  consiefiit  that  the 
staiff  be  requested  to  get  updated  figures,  somewhat  tnorC decent  thwi 
the  ones  that  Mr.  Grant  submitted. 

Senator  Allen.  Without  objection,  staff  will  locate  th6se  figunes 
and  ibsert  them  in  the  I'ecdrd. 

[The  mformation  referred  to  follows:] 
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Senator  Helms.  I  would  make  one  more  conmient,  not  in  the  form 
of  a.  question,  Mr.  Chairman.  I  must  say  I  have  known  Mr.  Grant 
for  a  long  time.  I  have  watched  him  operate.  He  is  not  the  kind  of  man 
to  come  to  Washington  for  a  handout.  He  believes  in  standing  on  his 
own- feet.  That  is  characteristic  of  the  peanut  producers  in  the  dis- 
tinguished chairman's  State  and  certamly  in  the  State  of  North 
Carolina. 

Senator  Allen.  Thank  you  very  much. 

Senator  Young? 

Senator  Youno.  I  think  you  said  there  were  18,000  farmers  pro- 
ducing peanuts  in  North  Carolina? 

Mr.  Grant.  Yes,  sir. 

Senator  Young.  Do  these  producers  raise  only  peanuts  or  is  this 
just  a  part  of  their  farming  operation? 

Mr.  G^ANT.  A  few  of  those,  but  they  become  fewer  each  jrear.  It  is 
primarily  the  full-time  farmowner  now  that  ia  involved  m  peanut 

{ToductiOQ  in  North  Carolina  particularly.  There  is  a  consolidation  of 
arms.  Many  years  ago  we  talked  in  terms  of  a  farmer  having  a 
dozen  tenants.  Now  the  situation  has  reversed.  We  have  a  farmer  who 
operates  a  dozen  farms.  They  have  to  do  this  in  order  to  get  the  size 
of  production  that  will  give  them  the  opportunity  to  make  a  reasonable 
earning  to  live  on. 

There  are  very  few,  very  small  farmers  involved  in  peanuts  any  more. 
Most  of  them  are  family  size  farms. 

Senator  Young.  They  ruse  only  peanuts? 

Mr.  Grant.  They  all  raise  some  other  commodities.  Peanuts  are 
the  stabilizing  factor  in  these  areas.  As  the  Senator  indicated,  I  pro- 
duce equal  acres  of  cotton,  but  peanuts  is  my  major  source  of 
livelihood. 

Senator  Young.  Thank  you. 

Senator  Allkn.  Thank  you  very  much. 

[The  foUowii^  material  was  referred  to  on  p.  1002.J 

Exhibit  A 
Peaiiut  Mabketino  Sistbms  by  Country 
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state.  At  the  national  level,  there  is  act  yet  a  federal  maxketiog  or  purchasing 
organiiation.  The  Indian  government  has  an  agency  called  the  State  Trading 
Corporation  (STC)  which  controls  the  eitporta  and  imports  of  everything  from 
automobiles  to  HPS  peanuts  through  import  and  export  licenses  and  quotas. 
One  of  the  few  commodities  in  India  that  are  marketed  privately  is  peanut 
meal,  and  this  is  done  through  the  Groundnut  Extraction  Export  Development 
Association  (GEEDA).  GEEDA  issues  export  quota  licenses  to  its  members  who 
may  trade  privately  in  export  against  these  licenses. 

SOUTH  AFRICA 


The  Federal  Military  Government  of  Nigeria  (FMG)  sets  domestic  and  export 
prices  and  export  quantities  through  the  Producer  Price  Fixing  Authority  (PPFA) 
of  the  FMG.  The  Nigerian  Produce  Marketing  Company  Limited  (NPMC) 
administers  the  markeUng  of  all  produce  (including  peanuts)  purchased  by  the 
four  regional  marketing  boards.  The  NPMC  is  the  exclusive  marketing  organiza- 
tion for  the  FMG  and  exports  directly  with  foreign  buyers. 


md  markets  them  to 
the  domestic  and  export  markets. 

The  Gambia  Produce  Marketing  Board  (GPMB),  an  agency  of  the  Govern- 
ment of  Gambia,  buys  peanuts  at  the  farm  level  and  markets  them  domestically 
and  internationally. 


The  crop  is  handled  through  a  Peanut  Marketing  Board,  which  is  legislatively 
authorized.  Nu  price  supports  are  set,  but  the  crop  receives  an  advance  somewhat 
less  than  the  anticipated  price  and,  when  the  final  marketing  is  completed,  each 
farmer  is  given  a  second  payment  which  represents  the  difference  between  the 
advance  and  the  final  net  received  for  the  crop. 

Exhibit  B 
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Senator  Allen.  The  next  group  of  witnesses  will  be  the  last  witnesses 
to  testify  this  morning,  and  after  we  hear  from  them  we  will  recess 
until  2  o'clock. 

The  first  witness  this  afternoon  will  be  David  L.  BoreUr  Govonkw 
of  Oklahoma,  At  this  time  we  will  have  Mr.  Oeo^  B.  Freeman, 
president,  Sydney  C.  Reagan,  general  counsel,  and  George  W.  Mor- 
row, member,  board  of  directors.  Southwestern  Peanut  Sbellers 
Association. 

STATEMENT  07  STSHET  C.  EEAQAS,*  OEITEBAL  COUNSEL,  SOITTH- 
WESTEKH  fEAKUT  SEELLEBS  ASSOCIATION,  DALLAS  T£X. 

Mr.  Reagan.  My  name  is  Sydney  C.  Reagan.  I  am  general  counsel 
for  the  Southwestern  Peanut  shellers  Association.  Mr.  Geor^  PVee- 
man  is  president  of  the  Southwestern  Peanut  SheJlera  Association,  uul 
part  owner  and  manager  of  the  Wotdert  Peanut  Co,  in  Dublin,  Tex, 

Mr.  George  Morrow  is  a  member  of  the  board  of  directors  of  the 
Southwestern  Peanut  Shellers  Association  and  is  the  o-mtar  and 
manager  of  the  Denigon  Peanut  Co.  in  Denison,  Tex. 

Mr.  Morrow  also  lives  in  Durant,  Okla.,  whepe  he  has  beed'tn  long 
time  resident.  _^  .  ■-.      . 

The  members  of  our  association  are  in  the  States  of  Texas,  Okla- 
homa, and  New  Mexico.  We  purchase  the  peanuts  in  the  shell  from  the 
farmers.  We  store  them,  we  shell  them,  we  size  them,  we  grade  them, 
and  sell  the  shelled  peanuts  to  manufacturerB  of  peanut  products.  Our 
members  are  small  businessmen  who  are  the  neighbors  end  friends  of 
the  peanut  growers  in  that  area. 

Our  members  recognize  the  tremendous  increases  in  the  costs  of 
production  that  peanut  growers  have  been  experiencing  and  we  are 
aware  of  and  sympathetic  with  their  problems. 

We  want  to  compliment  the  peanut  growers  in  all  areas  for  tiiair 
constructive  and  patient  efforts  over  the  last  several  jyears  to  reach  a 
reasonable  agreement  with  the  Department  of  Agriculture  on  changes 
in  the  peanut  price  support  program.  We  regret  that  the  Department 
of  Agriculture  has  seen  fit  from  time  to  time  to  shift  its  position  wlkwx 
it  appeared  that  an  agreement  had  been  reached. 

We  compliment  the  National  Peanut  Grower  Group  and  their  ■nee 
president,  Russell  Schools, ior  the  statement  that  they  have  presented 
today.  The  position  of  the  Southwestern  Peanut  Shellers  Association 
is  in  agreement  with  the  growers'  statement  tra  most  points.  We  hope 
that  on  any  points  of  disagreement  at  this  time  that  agreement  can 
be  reached  through  constructive  discussions. 
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Tlie  reconunendations  of  the  Southwestern  Peanut  SheHers  As- 
sociation are  as  follows: 

(1)  The  present  peanut  price  support  program  and  the  present 
minimum  acreage  allotment  of  1,610,000  acres  should  be  continued. 
This  program  has  been  successful  in  providing  ample  quantities  of 
peanuts  and  peanut  products  to  the  American  consumer  at  reasonable 
prices  and,  at  the  same  time,  maintaining  the  income  of  peanut 
growers  at  bearable  levels. 

(2)  We  are  unalterably  opposed  to  the  so-called  target  price  plan 
of  the  Department  of  Agriculture.  It  would  result  in  excessive  losses 
to  the  Government  or  in  extremely  low  income  to  peanut  growers; 
neither  result  should  be  sought. 

From  this  point  on  in  our  recommendations,  we  are  making  them 
on  the  assumption  that  changes  will  be  made  in  the  peanut  price 
support  legislation. 

Support  on  production  from  allotted  acres  should  be  at  not  less  than 
70  percent  of  parity  net  to  fanners. 

The  sale  and  lease  of  acreage  allotments  should  continue  to  be 
permitted. 

If  the  present  minimum  acreage  allotment  of  1,610,000  acres  is 
reduced,  the  reduction  should  be  at  a  gradual  rate  of  about  4  to  5 
jiercent  a  year  to  a  level  that  would  result  in  total  production  from  the 
allotted  acref^  not  less  than  the  domestic  food  and  seed  requirements 
j>lus  a  reserve  of  25  percent. 

Several  questions  nave  been  raised  in  the  past  concerning  whether 
or  not  there  should  be  a  lai^e  Government  carryover  as  a  reserve. 
Because  of  the  perishable  nature  of  peanuts,  we  feel  like  the  best 
way  to  assure  the  American  consumer  of  a  supply  at  reasonable 
prices  is  to  provide  for  this  through  a  25  percent  reserve,  rather  then 
to  carry  over  this  perishable  commodity. 

If  allotted  acres  are  reduced  below  the  present  minimum  of  1,610,000 
acres,  then  farmers  should  be  permitted  to  produce  nonquota  peanuts 
on  whatever  number  of  nonallotted  acres  that  they  wish.  This  would 
include  growers  who  currently  have  allotments,  as  well  as  growers  who 
do  not. 

Senator  Allen.  At  that  point,  I  hope  we  do  not  come  to  this. 
Would  this  not  be  subject  to  the  danger  that  you  would  have  over- 
production since  there  wo\ild  be  no  control  on  it  and  since  the  Govern- 
ment has  a  support  level  there?  You  would  obviously  bring  the  market 
down  and  be  a  great  expense  to  the  Government,  would  it  not? 

Mr.  Reagan.  Under  what  the  Government  is  proposing  with  the 
target  price  plan,  this  is  exactly  what  would  happen.  We,  on  the  other 
hand,  are  not  proposing  that  the  regular  support  program  be  extended 
to  peanuts  produced  on  these  nonallotted  acres.  What  we  are  propos- 
ing is  that  these  would  be  excess  acres.  We  propose  that  the  support  on 
those  peanuts  be  substantially  lower  than  the  support  on  quota 
peanuts.  These  peanuts  would  be  produced  for  sales  for  crushing  in  the 
domestic  market  or  for  export,  and  the  supjjort  for  those  peanuts 
would  be  at  the  lower  of  60  percent  of  the  support  on  quota  peanuts, 
which  would  be,  I  think,  45  percent  of  parity,  or  at  90  percent  of  the 
estimated  world  price.  In  other  words,  the  support  tnat  would  be 
provided  for  these  nonquota  peanuts  would  be  at  a  verj-  low  level. 
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Senator  Allbn.  I  do  noi  WRUb  to  belabor  tlw  qwtiony.D . 

ftoia  tltf  niipport,  obvioMsty  if  voii  support  lui  txtra.  milltnu  loua  of 
peouutM,  it  i«  i;oi(e  to  tlvprem  lfi«  re»i  ot  iliu  iiiiirkel. 

Mr.  Kkacias.  That   is   »  real   pnibicm.   We  aUu  hnvc   "    —""■■- 
qumUou  HH  to  lu>w  many  fnntterii  km  ^ins  (d  wunt  Ku  )ti ' 
nonquota  p«.'4iuutii.  TliU  iti  »  vvrv  sorioiw  qu'iiUon  (liert- 

Si-imtfjr  Ai-i,ES.  Tlie  fact  thai  tin  ip  U  n  ^i;'jU  i-f  «.■  r  i. 
jiwlifiuution  iM  u  gov^nKDc-nt  \'ri.:     ;  1' 

nouuuota  aorm  being  pUiit^xl,  n 

Mr.  Ukaoan.  It  wmil<l  ureatr   < 

If  wi'  do  haw  UiU  cut  in  tbc  r-  -        <; 
ar»  permilled  U>  produce  iuukjuolu  ucuuu:.-.,  t^i 
hIk'Hiii'^  !«|i<>iiIi1  bo  pfirautt^l  to  buy  Lnctw  nonqixi 
from  the  growirs  for  doinONtic  cdililr  iisf  «nd  for  - 
miirkel  price  for  nonquota  peitiiutei  ami  tn  -^-■"  ■ ' 
Uml-  pricp  tind  thf  support,  nrire  on  nw-    • 
with  no  iDiirkup.  Thit)  wouUL  |x;ruiit  il  < 
RvniUblp  if  they  wpto  needed,  but  thev  *^  i' 
fur  tut  A  IuIjU  cotnbinr-d  {>nc(t  to  u  )ih(tn»-,  itl  \vl>(>  i 
to  luiy  foif  quota  peanutM. 

Tlinii  we  f(*l  that  crushors  aiul  ej£pu(ti*nt  ;ii'  ■ 
uouUriwl.  with  KTowerit  of  luitiquotit  iHiiumt»  (or  th:  ■ 
shotild  be  pormitted  to  buy  direcOy  nonquoit*  |^ 
(iriwluog  or  tixport  frniu  growvrit. 

if  tlwro  ii«  a.  reduction  in  tillnltird  is'-rcii'^'  fruiT. 
VUoil  t^rowwTHHliouJd  be  Mjiii     ! 
JU'UWIlt  4U>l>trd  MWUW  nil.' 
ivrv  quottt  ueoouts  and  i  o 
This  will  help  insure  II  -n.  ,  , 
AiwrioKii  contiunii^r. 

WhetJier  the  preapiit  progT'i'i! 
\\w  IvaiiUtVini),  iht*  prograjti  ii.    ' 
CiM'i'itiu  out  through  the  gi'<.nv<'<'  ' 
In  the  SouUiivfl.ll  «rea,  ttio  |K<.|'iii. 
liv*l>'  (uid  ecutiuniiitidly  Iin  iln    - 
cUiiuiu 

lu    .U,m. ,..,■. 

ShcUer.  '. 

On.>.  I 
acres.  lLh.1.-.  ■,■,... 

Two,  uud.i  iL>     ■ 

Tlirw.  if  th.r- 
reasonnhlf  ^ii(.;i.  i 
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ofaUy  and  in.  writiog,  but  th&y  went  i^ht  kbead  anyway,  and  Uiey 
departed  (rem  the  method  of  orderiy  laaAetwg  of  th«  surpins  peftnuts 
that  they  had  been  folloTring  Mnee  I94I.  They  departed  from  that, 
and  in  fact,  the  Department  painted  themselves  into  a  comer  because 
the  quantity  c>E  peanuts  that  the  United  &tat«s  puta  into  the  world 
market  is  Just  2  or  3  percent  of  the  world  supply  and  there  is  no  way 
that  the  Department  of  Agrieulture  can  hare  an  etfect  on  the  world 
market.  The  United  Statea  has  to  sellinto  the  world  mai^et.  The 
Uailed  States  cannot  control  it. 

When  the  Department  put  this  miBimum  that  they  could  sell  at, 
in  effect  it  invited  other  groupa  and  other  countries  to  sell  a  littte  lat 
under  that  orice.  So  it  has  helid  practically  all  of  the  peanuts  that  it 
has  gotten.  It  b«s  roughly  400,000  tone  new. 

Bven  last  fall  when  the  Department  could  hare  sf>Id  into  this  world 
market  at  the  minimum  price  (hat  it  had  anno»in«ed,  it  turned  down 
some  bids  that  it  got  wnicb  were  at  or  above  this  minimom.  The 
pcofalem  is  that  the  Secretaries  e£  Agriculture  in  the  past  have  recog- 
nized that  peanuts  are  a  periahahle  comniiodity  and  that  the  pn^er 
thing  to  do  is  when  it  becomes  crystal  clear  in  the  fall  that  we  do  hare 
a  su^ua,  then  these  surplus  peanuts  should  be  marketed  in  an  orderij 
manner,  and  hopefully  the^  vQl  all  be  nurketed  before  the  hot  weathec 
arrives  in  the  spring.  That  is  jnst  reasonabitt^ 

But  the  Department  is  going  to  have  excessive  losses  on  the  program 
this  year,  because  of  this  very  unfortunate  decision  of  the  Departmmt 
of  Agriculture. 

Senator  Allen.  Thank  you  very  much. 

You  have  set  out  a  full  pn^ram  here  in  the  event  chaises  are  made, 
but  you  and  the  other  shellers  are  satisfied  with  the  present  peanut 
program,  is  that  correct? 

Mr.  Keagan.  Absolutely. 

Senator  Allbn.  It  is  your  observation  that  that  view  is  held  by 
others  in  your  induatrr  and  by  planters  as  well,  is  that  correct? 

Mr.  Heaoan.  Absolutely. 

Senator  Allen.  Thank  vou  very  much. 

Mr.  Freeman.  We  only  introduced  the  alternatives  because  we 
understood  Mr.  Butz  said  that  it  is  going  to  be  changed. 

Senator  Allen.  That  may  be,  but  then  again,  it  may  not. 
[Applause.] 

Senator  Allen.  Without  objection,  a  letter  to  Chairman  Talmadge 
from  James  E,  Mack,  General  Counsel,  the  National  Confectioners 
Association  and  the  Peanut  Butter  Manufacturers  and  Nut  Salters 
Asso«iiitbon  will  be  made  a  part  of  the  record  at  this  point. 

[The  letter  referred  to  above  follows:] 

Wabhinston,  D.C,  February  17,  1975. 
Eon.  Herman  E.  Taluadge, 
Chairman,  CommillM  on  AgricvilTire  and  Fortstry, 
U.S.  Senate,  Washington,  D.C. 

DtLtn  Mr.  Chairmak:  This  ia  a  mitteo  submiHson  in  lieu  of  a  personal  ap- 
peacancs  at  the  healings  of  your  Committee  to-be  heldon  February  19  pertainiaa 
to  psanut  price  support  legislation.  The  writer  ia  Genera]  Counsei  for  the  National 
CoDfoctioncra  Aaaoeiation  and  also  ths  Pswout,  BuUer  Manufactureta  aaid 
Nut  Saltera  Aaaociation.  The  indufitriee  represented  by  tbesa  BBaooiaUonH  are 
ta^iaasible  for  atinost  the  entire  usogai  of  BhaUed  peanut*  atwaumed  In  the  United 
Bta>fe»  for  edible  puEposea,  that  is^  peaitubi  Msld.  at>  ptiasa  reflecting  the  full  prica 
lupport.  ... 
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We  have  not  become  involved  ia  the  dispute  which  has  gone  forward  now  for 
several  years  between  peanut  producers,  peanut  shetlera,  and  the  United  St&tes 
Department  of  Agriculture  regarding  a  poesible  change  in  the  program.  Hownver, 
we  do  wBjit  to  espresa  our  concern  pertaining  to  a  particular  aspect  of  the  subject. 
It  concerns  the  provision  in  the  existing  statute  for  an  annual  minimum  allotment 
of  1,610,000  acres.  Under  no  conditions  Bhould  this  allotment  be  lowered.  We 
are  most  anxious  for  you  and  the  other  members  of  your  Committee  to  underatand 
why  we  are  strenuously  opposed  to  a  reduction  in  this  minimiim  acreage  allot- 
ment. It  is  recognized  that  in  a  year  of  Kood  yield  the  quantity  of  peanuts  pro- 
duced in  the  United  States  may  be  one-third  more  than  ia  needed  for  the  manu- 
facturers of  salted  peanuts,  peanut  butter,  peanut  butter  sandwiches,  and  con- 
fectionery. However,  there  ia  a  very  important  reason  why  this  supply  cushion 
should  not  be  reduced.  It  is  because  there  is  a  virtual  embargo  in  accordance 
with  Section  22  of  the  Agricultural  Adjustment  Act  against  the  importation  of 
peanuts.  We  understand  and  recognize  fully  that  this  virtual  embargo  must  be 
maintained  in  effect  as  long  aa  the  present  peanut  price  support  program  continues. 
Otherwise  the  cost  to  the  Federal  Government  would  be  unbelievably  staggering. 
This  is,  however,  where  a  problem  can  occur.  It  bos  not  occurred  for  quite  some 
years  but  it  could  occur  in  1975  or  any  future  year.  As  you  well  are  aware,  the 
size  of  the  peanut  crop  in  any  given  year  cannot  be  known  until  the  peanuts  nave 
actu.illy  been  received  by  the  peanut  sheller.  Too  much  moisture  or  not  enough 
moisture  during  the  growing  season,  or  very  adverse  weather  conditions  during 
harvesting  can  cause  a  crop  failure  in  one  or  more  of  the  three  peanut  producing 
areas.  If  this  occurs  in  only  one  of  the  three  peanut  producing  areas,  an  appaient 
abundance  of  peanuts  can  develop  into  an  actual  shortage  within  a  period  of  a 
few  days.  If  then  we  could  look  to  foreign  sources  for  necessary  emergency  sap- 
pties,  we  would  be  able  to  live  with  an  acreage  reduction.  We  cannot  do  so  with 
the  Section  22  virtual  import  embargo  on  peanuts. 

It  is  correct  that  there  is  a  procedure  for  easing  Section  22  Restrictions,  but  from 
the  time  this  procedure  is  instituted  until  foreign  supplies  can  be  obtained,  a 
period  of  at  least  several  months  elapses  which  is  far  too  long  when  thcr«  ia  a 
peanut  .supply  shortage. 

Therefore,  our  position  is  that  as  long  as  there  is  a  peanut  price  support  pro- 
gram with  the  necessary  Section  22  restrictions  in  effect,  the  minimum  allotment 
of  1^610,000  acres  as  provided  in  the  current  statute  must  not  be  reduced. 

We  request  your  very  careful  consideration  of  our  industry  position  concerning 
this  subject. 

Sincerely, 

Jaues  E.  Mack,* 
General  Court»el,  National  Confectioners  Ateociotion, 
Peanut  Butter  Manufacluren,  Nut  Sailers  AMOcialion. 

Seniitor  Allex.  At  tliis  point,  without  objection,  I  will  uisert  a 
fitntenient  from  Representative  Bob  Traxler,  of  Michigan. 
[Tlie  slateiiicnt  of  Kcprcsentative  Traxler  follow.s;] 


Mr.  Chairman,  I  respectfully  request  that  your  Committee  consider  establis'^ 
Ing  ft  Ciiinniodity  Credit  Corporation  loan  program  for  dry  edible  beans.  Such- 
loiui  program  will  stabilize  production,  preventing  shortages  for  domestic  us. 
which  tend  to  feed  inflation,  and  assuring  a  continued  higMevel  export  piograji^ 
which  contributes  to  our  U.S.  balance  of  payments. 

The  state  of  Michigan  is  the  nation's  leading  dry  edible  bean  producing  sta^M 
Michigan  annually  produces  one-third  of  the  total  U.S.  output.  Micbigan  d^^ 
edible  l>can  production  i^  concentrated  in  the  counties  of  Huron,  Tuscola,  Sa^B 
naw.  Buy  and  Suniluc.  I  am  proud  to  represent  these  counties  in  the  House 
Heprcsenta  lives.  _ 

Alichigan  l>i-ans  have  contributed  to  our  nation's  balance  of  payments.  IT^ ' 
exports  from  the  1973  crop  accounted  for  approximately  $35  million  worth 
orcign  sales.  _ 

Secretary  of  Agriculture  Earl  Butz  recently  removed  dry  edible  beans  from  t —  ■ 
list  of  crops  eligible  for  assistance  under  the  price  support  program.  _ 

Recent  wide  tluctuations  in  the  international  price  of  beans  demonstrates  t      - 
Instability  of  the  bean  market.  Without  an  adequate  price  support  or  loan  pc= 

•Set  p.  12BS. 
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gram,  but  domestic  beaa  producers  will  be  left  to  the  mercy  of  the  market,  which 
recent  experience  shows  will  reault  in  extreme  overproduction  in  some  years  and 
underproductioQ  in  other  years.  Underproduction  creates  shortages,  feeds  inflation, 
and  threatens  our  export  market.  In  order  to  bring  stability  to  domestic  bean 
production,  therefore,  I  believe  we  need  an  adequate  recourse  loan  program  to 
promote  orderly  marketing. 

Accordingly,  I  submit  for  the  consideration  of  your  Committee  the  enclosed 
proposal  on  behalf  of  the  Michigan  bean  commission.  I  respectfully  request 
that  your  Committee  ^ve  favorable  attention  to  this  proposal. 

R  A  Loan  Pboorau  on 

Congressman  Bob  Trailer  (D-8th  District  Michigan)  presents  the  following 
proposal  on  behalf  of  the  Michigan  Bean  Commission  which  repreeeota  approxi- 
mately 12,000  growers  who  produce  34.6%  of  the  dry  edible  beans  produced  in 
the  United  States. 

A  recent  determination  by  the  Secretary  of  Agriculture  removed  dry  edible 
beans  from  the  list  of  crops  eligible  tor  price  support.  This  authority  was  contained 
in  the  1949  Agricultural  Act. 

It  is  the  beUef  of  this  Commission  that  a  Commodity  Credit  Corpfwation  loan 
program  on  dry  edible  beans  is  neededand  justified  by  the  following  circumstances 
and  factors. 

1.  Dry  edible  beans  are  not  traded  on  any  commodity  exchange.  Therefore, 
neither  producers  nor  processors  have  an  opportunity  to  utilize  future  contracts 
in  their  marketing  operations.  This  makes  dry  edible  beans  especially  vulnerable 
to  world-wide  supply  and  demand  with  the  grower  subject  to  the  vagaries  of  the 
market. 

2.  Dry  edible  beans  are  a  high  protein  food  which  provide  protein  at  a  lower 
cost  than  meat  products  and,  therefore,  the  producers  should  be  encouraged  to 
meet  expected  world  food  demand, 

3.  The  Michigan  bean  industry,  comprised  of  growers,  shippers  and  processors, 
has  for  many  years  cooperated  with  the  Foreign  Agricultural  Service,  United 
States  Department  of  Agriculture,  in  developine  a  foreign  market  particularly  for 
navy  or  pea  beans  which  comprise  about  one  tnird  of  the  national  production  of 
dry  beans. 

4.  Durini 

tributed  sul __  . —  _     „ . . — 

United  Statcjt,  a  total  of  3,338,166  cwt.  of  all  classes  of  dry  beans  were  exported 
with  a  total  value  of  $74,413,172.  Michigan  exports  accounted  for  1,069,250  cwt. 
of  the  above  total. 

5.  It  is  proposed  that  in  lieu  of  a  mandatory  price  support  program,  dry  bean 
producers  should  be  provided  with  a  ready  means  of  nnancmK  through  CCC 
channels  when  needed  by  a  recourse  loan.  This  would  promote  orderly  marketing, 
and  with  the  proposed  change  in  the  maturity  date  policies,  would  help  the  pro- 
ducer in  his  overall  program  for  production  marketing. 

6.  Tbe  method  or  financing  tnrough  recourse  loans  would  enable  the  producer 
to  carry  reserves  through  the  next  harvest  season,  therefore,  providing  a  more 
stable  supply  from  year  to  year.  This  would  provide  a  limited  amount  of  reserves 
without  excessive  cost  to  CCC  and  would  keep  the  reserves  in  the  control  of  the 

eroducer  where  they  are  less  likely  to  be  forced  on  the  market  than  if  they  were 
eld  by  the  CCC. 

7.  There  is  a  great  need  for  growers  to  be  able  to  borrow  money  at  a  reasonable 
rate  of  interest  after  the  crop  has  been  harvested,  using  the  crop  as  security,  so 
that  they  con  more  orderly  market  the  production.  Commercial  banks  are  quite 
willing  to  loan  growers  capital  for  production  auppliea  such  as  seed,  fertiliier,  fuel, 
etc.;  but  because  of  market  variations,  are  most  reluctant  to  loan  capital  to  the 
grower  on  the  crop  once  it  has  been  harvested.  The  reault  of  this  ia  that  growers 
are  frequently  forced  to  sell  the  commodity  in  a  very  disorderly  fashion.  The  loan 
program  would  permit  them  to  cany  the  crop  for  perhaps  as  long  as  one  year, 
marketing  it  in  an  orderly  faabioD  in  relation  to  the  market  demands. 

8.  It  is  our  understanding  there  ia  a  precedent  for  recouTBC  loans.  The  Secretary 
of  Agriculture  has,  in  the  past  under  current  legislation,  offered  recourse  loans  in 
emergency  situations  such  as  wheat  when  it  was  stored  on  the  ground  m  tempo- 
rary storage  until  suitable  storage  space  could  be  located.  Also  the  Small  Business 
Administration  offers  this  type  of  financing  to  small  business  corporations  in  need 
of  financial  backing  when  they  are  unable  to  obtain  loans  through  regular  banking 
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9.  Thire  would  be  little  additioDsJ  cost  to  CCC  by  uaing  thla  type  of  loan 
-program  in  view  of  the  present  intercBt rates  which  are  set  spproximstfl];  mt  the 

eaiDc  level  as  the  cost  of  money  borrowed  by  CCC.  Also,  ABCa  is  geaired  to  process 
Bach  lobns  and  serviM  cfaaigee  reimburse  CDC  for  the  loan  processing  cML 

10.  "We  suggest  the  program  be  implemented  as  followB: 

A.  The  loan  rate  per  cwt,  to  be  cBtablisbed  by  dividing  the  projegted 

Eroduction  costs  per  acre  (variable  oosta  only,  no  lam!  nse  «hsrn)  by  tihe 
lEt  year's  sversgc  yidd  per  acre  as  detnTmrned  fay  the  Fedar^rStmts  Orop 
Reporting  Service. 

B.  The  projected  per  acre  production  cost  would  "be  €st&bRsbed  by  either 
CCC  itaeU  on  a  State  basis  or  by  the  Agricultural  Economics  Department  of 
the  land  grftnt  imiversitles.  Production  costs  and  loan  rates  would  be  catAb- 
Ushed  for  each  class  of  beans. 

C.  Loans  woidd  be  disbursed  upon  evidence  of  a  commercial  storage 
receipt  from  a  waichouae  approved  by  CCC  or  by  a  chattel  mortytge  on 
beans  atored  in  the  growers  bin  measured  and  sealed  by  A3CS  penonuel. 

D.  Loan  rates  would  be  announced  annually  before  March  let. 

E.  Loons  would  he  made  any  time  between  harvest  and  Afril  1st  of  the 
following  year. 

F.  Loans  would  mature  one  year  from  date  of  issue. 

The  Commlssioa  feels  that  lack  of  a  Joan  program  will  leave  bean  growers  at 
the  mercy  of  the  market  wtuch  will  create  oveiproductlon  in  some  yeara  and 
underproduction  in  other  years.  Under-production  will  not  only  create  tugh  prices 
(or  domestic  uses  which  will  tend  to  feed  infiation,  but  it  will  damage  the  «xcep- 
tioual  export  market  developed  over  the  years  since  we  will  be  unable  to  assure 
foreign  buyers  of  a  steady  source  of  supply. 

Senator  Allen,  The  committee  will  stand  in  recess  until  2  o'dock. 
(Wliereupon,  at  12:50  p.m.,  the  committee  recessed,  to  recooTene 
at  2  p.m.  the  same  day.] 

AFTBRNOON   BliSSION 

Senator  Bellmox  [predding].  The  committee  will  come  to  order. 

Our  first  M-itness  this  afternoon  is  Gov.  David  L.  Boren  of  Oklahoma. 
TVitli  him  is  Mr.  Bob  Barr,  president  of  the  State  board  of  agriculture. 
We  are  happy  to  have  you  gentlemen  here  and  look  forward  to  your 
testiinonv.  1  realize  you  have  a  lot  of  ideas  as  to  what  we  need  to  do 
in  oj^ririuture.  We  wdl  be  anxious  to  hew  what  you  have  to  say, 

STAIEHEin  OF  HON.  DAVID  L.  BOBEH,  GOVEBITOE  OF  TEE 
STATE  OF  OKLAHOMA,  OKLAHOMA  CUT,  OKLA. 

Governor  Borbx.  Thank  you  very  much,  Mr.  Chairman.  We  axrft 
happy  to  be  here.  Mr.  Barr  will  be  happy  to  join  me  in  responding  to 
any  questions  you  may  have. 

Agriculture  is  the  largest  industry  in  the  Oklahoma  econonzakV' 
Agriculture,  including  farm  and  ranch  production  along  with  as^^ 
dated  supply,  marketing,  processing,  and  transportation  fin^^' 
aecounts  for  more  than  one-fourth  of  the  jobs  and  of  personal  inco^vr 
in  the  State  of  Oklalioma.  Jobs  created  and  incomes  generated  in  ^V-l 
farm  and  ranching  sector  have  a  laige  multiplier  effect  on  the  Statz~~^ 
economy.  Since  ^jriculture  is  so  important  to  the  State,  I  am  c^^*' 
cemcd  with  any  matter  that  is  currently  or  may  in  the  future  aff  *' 
the  e(:<momic  well-being  of  the  industi^^  in  the  Nation  and  in  ^^J' 
State  of  Oklahoma. 

Today  I  will  briefly  allude  to  several  important  issues  that  reqc^"^ 
proini)t  and  decisive  action  at  tho  national  level. 

Farm  income  in  the  United  States  rose  from  $18  billion  in  197:»  ^ 
$3(5  billion  in  1973. 
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I  was  talking  about  farm  income,  which  had  risen  in  the  United 
StQtea  frorti  $18  billion  in  1972  to  536  billion  in  1073.  Actually,  1973 
is  a  record  year  for  farm  income  in  terAs  of  absolHtd  level  ana  is  the 
only  year  that  personal  hicomes  Of  the  farm  ^pulation  have  equaled  or 
exceeded  personal  incomes  of  the  nonfarm  population.  Although  taita. 
income  data  for  1'974  ere  not  yet  available,  it  is  clear  that  net  tB.tta 
income  for  the  Nation  will  be  do\m  20  to  25  pM-cent  as  com|)E^^  to 

1973.  The  1974  decline,  relative  to  1973,  is  iafg^rfy  ftooounted  lor  by 
ra^dly  escalating  farm  cost  levels. 

The  trend  in  tdVoi  ooe'ts  is  ■e^en  more  onerous.  Farm  productkm 
expenses  of  Oldahoma  faiYners  inctaased  $620  million  from  1971  to 

1973  and  only  $621  million  from  1941  to  1971.  In  other  words,  we  have 
had  m<H%  of  an  increase  in  tiie  last  2  years  than  we  have  had  in  20 
years  in  the  cost  of  oU^tion.  Many  yt>une,  efficient  fanners  a,te 
iinanciallv  most  vulnerable,  and  will  be  mandated  financially  uidess 
outmoded  price  supports  are  updated  to  reflect  current  re&litiefs. 

It  now  appears  that  1975  farm  incomes  will  be  even  lower  than 

1974  as  a  consequence  of  continuing;  rises  in  farm  cost  rates  as  well 
as  serious  dedines  in  farm  commodity  prices. 

The  economic  problems  of  the  livestock  industry  are  well  known. 
"What  is  not  so  well  known  is  that  the  entire  agricultural  indnstry 
stfinds  on  the  brink  of  economic  disaster.  The  parity  ratio  stood  at 
7S  in  December  1974.  The  parity  ratio  has  never  averaged  below  74 
for  anv  year  since  the  l930's. 

Grains  are  particularly  important  to  Oklahoma.  Oklahoma  along 
with  the  rest  of  the  Nation  expects  to  produce  a  record  wheat  crop 
tliis  vear.  However,  this  production,  in  response  largely  to  requests  bv 
the  tfSDA  to  produce  to  the  limit  of  our  capacity,  could  well  resuft 
in  such  depressed  prices  that  the  Oklahoma  wheat  producer  actually 
will  receive  fewer  gross  dollars  for  his  crop  than  he  did  in  1973  or 

1974.  This  situation  combined  with  currently  catastrophically  low 
cattle  prices  would  have  direct  effects  on  all  of  Oklahoma's  economy 
and  its  state  through  lost  tax  revenue  that  would  exceed  $60  million 
a  year.  This  projection  is  based  upon  figures  prepared  for  me  by  the 
chairman  of  Hie  Department  of  Agricultural  Economics  at  Oklahcfma 
State  University,  who  projects  a  $2  loss  per  bushel  On  the  price  of 
wheat,  would  be  $200  million  loss  of  farm  income  in  Oklahoma.  We 
tire  talking  about  the  gross  product  in  Oklahoma,  something  like  a 
reduction  of  $1  billion  if  that  happens. 

We  Tirge  vou  to  favorably  consider  immediately  raising  the  target 
prices  for  wheat  to  at  least  $4  per  bushel  with  loan  guarantees  of  80 
percent  of  that  price.  In  our  latest  survey  of  actual  producer's  coats, 
these  figures  return  at  best  only  a  modest  return  to  the  prodiicer  for 
his  labor.  In  addition,  because  of  the  history  of  rapidly  rising  produc- 
tion costs,  these  prices  must  be  protected  by  an  escalator  clause  tying 
these  prices  to  the  costs  paid  by  the  growers. 

We  also  ui^e  the  removal  of  any  export  restrictions  currently  being 
imposed  by  the  administration  on  grain  exports,  and  we  ask  the 
Congress  to  enact  legislation  to  accomplish  this  goal  if  necessary. 

I  might  add,  parenthetically,  that  we  are  concerned  that  some 
slowdown  of  licensing  for  export  maj'  be  occurring,  and  the  depressing 
effect  that  would  have  on  t^e  wheat  market  in  particular.  If  we  are 
unable  to  have  significant  exports  with  so  much  of  our  production 
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being  able  to  be  utilized  only  through  exporta,  it  will  have  a  very 
depressing  effect  on  the  price. 

We  can  hardly  aak  our  erain  growers  to  prod\ice  in  excess  of  the 
national  consumption  level  if  their  export  markets  are  artificially 
restricted  to  their  inunediate  price  detriment.  I  might  add  on  that,  we 
think  this  is  somethii^  not  only  in  the  interests  of  the  State  of  Okla- 
homa and  wheat  producers  in  that  area,  but  something  certainly  in 
the  national  interest  because  sales  of  agricultural  products  overseas 
are  now  a  part  of  our  bargaining  leverage  in  international  affairs,  and 
an  important  aspect  of  maintaining  our  balance  of  payments.  I  would 
urge  the  Congress  to  take  this  action,  not  only  from  the  point  of  view 
of  being  Governor  of  Oklahoma  and  looking  at  our  producers,  but 
looking  at  the  total  interest  of  the  national  economy. 

Livestock,  of  course,  is  the  largest  single  element  in  the  agricultural 
economy  of  Oklahoma.  Last  July,  the  Congress  passed  the  emergency 
livestock  loan  bill  which  was  signed  into  law.  The  bureBucratic 
rulemaking  surrounding  the  implementation  of  this  law  baa  been  so 
restrictive  that  the  intent  of  the  Congress  was  deliberately  subverted. 
There  is  still  a  desperate  need  for  this  iiuancing  in  the  livestock 
industry.  The  industry  can  work  its  way  out  of  its  current  problems, 
provided  sufficient  time  and  adequate  long-range  financing  are  avail- 
able. But  it  must  be  recognized  that  cattle  prices  are  one-third  to 
one-half  of  the  levels  observed  in  1973,  and  the  cost  of  resources  such 
as  fuel  and  fertilizer  are  running  double  to  triple  the  levels  of  1973. 

The  emergency  livestock  loan  [legislation  needs  to  be  liberalized 
both  legislatively  and  administratively.  The  market  for  calves  cannot 
be  improved  until  the  health  of  the  cattle  feeding  sector  is  improved, 
since  the  cattle  feeder  is  the  major  market  for  the  basic  calf  producer. 
Until  the  lai^e-scale  commercial  lot  can  move  toward  full  capacitv 
operation,  the  market  for  feeder  calves  must  continue  to  be  depressed. 

^Ir.  Chairman,  you  have  introduced  legislation  to  first  raise  the  loan 
limit  to  $500,000;  second,  to  increase  the  guarantee  from  80  percent 
to  90  percent  of  the  loan  made;  and  third,  to  expand  the  maximum 
loan  period  from  1  year  to  3  years.  We  enthusiastically  endorse  this 
proposal  and  respectfully  ask  that  the  committee  give  it  immediate 
attention. 

If  our  producers  and  their  credit  sources  feel  this  assistance  ^ 
forthcoming,  it  could  positively  influence  a  pending  rush  of  foraeA 
sales  of  beef  cow  herds  when  notes  come  due  this  summer  and  fall- 

I  think  this  is  of  vital  importance.  This  is  something  that  1  nz^e^ 
recently  with  my  advisory  council  on  agriculture — ^farmers  am.^ 
ranchers  from  across  the  State  of  Oklahoma  were  gathered  togetl^  P 
A^ain  and  again  they  said,  we  know  we  have  difficult  times;  ■» 
know  we  have  problems  of  adjustment.  Even  our  strongest  producz^=e: 
are  gravely  in  need  of  a  long  term  financial  assistance,  a  pro-am  t< 
financing,  and  we  feel  that  the  passage  of  the  Bellmon  bill  ia  v^^r, 
verv  important. 

One  of  the  greatest  needs  for  the  economic  recovery  of  the  livest  -^JC 
industry  is  to  get  the  present  numbers  of  cattle  reduced.  It  is  a  tru-^s"^ 
that  the  United  States  eats  all  the  beef  it  produces — at  some  pr — "^ce 
U.S.  beef  consumption  during  1974  was  at  record  levels,  but  the  p  :»ic( 
at  which  it  was  sold  by  producers  was  below  the  levels  that  wc^  t^(' 
allow  financial  survival  oi  the  industry.  Increased  purchases  of  t»ee/ 
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for  military  and  public  institutional  use,  with  emphasis  on  carcasses 
weifihing  less  than  320  pounds,  could  speed  the  reduction  in  cattle 
numbers  that  would  allow  financial  recovery. 

One  of  the  greatest  concerns  among  beef  cattle  producers  in  my 
State  is  the  impact  of  imported  beef.  The  Secretary  of  Agriculture 
lias  made  the  point  that  beef  imports  during  1974  were  well  below 
the  levels  of  1973.  This  is  not  surprising.  U.S.  cattle  and  carcass  beef 
markets  were  so  low  in  1974  that  Australian  beef  producers  did  not 
want  to  sell  in  our  markets  any  more  than  we  did  our  own. 

We  urge  the  U.S.  Department  of  A^cuHure  to  commis^on  an 
immediate  study  to  estimate  the  potential  volume  of  imported  beef 
that  can  be  expected  to  enter  the  United  States  during  1975,  and  to 
assess  the  probable  impact  of  that  importation  of  beef  upon  domestic 
cattle  prices.  This  study  could  provide  this  Congress  with  a  sound 
basis  for  deciding  the  sort  and  duration  of  beef  import  restrictions 
that  would  be  in  the  national  interest. 

Meanwhile,  beef  imports  should  be  embargoed.  We  are  particularly 
concerned  with  the  possibility  that  other  nations  which  have  been 
storing  up  large  supplies  might  try  to  dump  them  in  this  country  if 
we  do  not  have  adequate  import  controls  and  add  to  an  already  bad 
situation.  This  is  of  great  concern  to  us, 

I  might  add,  Mr.  Chairman,  we  are  also  very  concerned  about  the 
impact  of  the  availability  of  energy,  of  course,  on  the  agricultural 
sector.  This  is  something  of  great  concern  to  us  in  Oklahoma.  We 
know  the  immediate  impact  of  natural  gas  on  fertilizer,  for  example 
the  need  for  all  energy  sources. 

I  am  alarmed  and  distressed  to  see  proposals  being  made  that 
would  actually  cut  the  production  of  energy  m  this  country. 

For  example,  one  of  the  most  alarming  proposals — and  it  has  direct 
impact  on  Oklahoma — is  the  proposal  or  a  wmdfall  profits  tax,  whidi 
would  in  essence  roll  back  the  price  of  oil  from  our  marginal  wells  in 
Oklahoma,  the  wells  which  are  barely  profitable,  from  $12  a  barrel 
back  to  $6.45  a  barrel.  What  will  that  do?  It  will  cause  wells,  which 
are  barely  profitable  at  $12,  to  be  plugged  at  $6.  They  are  not  econom- 
ically feasible  because  of  the  price,  and  there  is  the  added  temptation 
because  of  the  shortage  of  pipe  and  other  supplies,  the  high  salvage 
^•alue  of  this  to  shut  down  these  wells  anyway. 

We  have  estimated — I  think  this  is  a  veiy  well-informed  estimate- 
that  4,000  wells  would  be  plumed  in  Oklahoma  alone  in  1  year,  that 
"the  loss  nationally  would  be  26,000  wells  producing  5.7  bilUon  barrels 
»  year.  That  is  well  production  equal  to  half  of  the  Alaskan  discovery. 
3t  certainly  would  be  shortsighted  for  the  Congress  to  take  any  action 
*it  this  time  which  would  cause  us  to  reduce  the  production  of  enei^ 
in  this  country.  That  is  going  to  have  an  additional  impact  on  the  cost 
^Df  everything,  of  course  a  direct  impact  on  fuel  whicii  has  been  one 
■«Df  the  major  elements  of  the  increased  costs  for  the  agricultural 
producers. 

Wo  cannot  see  2  more  years  of  increasing  costs  to  the  farmers  and 
lanchers  as  we  have  hatl  over  the  past  2  years  without  significant 
"improvement  in  the  price  situation.  We  are  alarmed  that  prospects 
seem  to  be,  particularly  if  something  is  not  done  to  assure  us  of 
transitions  in  the  Uvestock  industry  and  to  assure  exports  in  grains, 
that  with  these  increasing  costs,  we  could  actually  see  a  decrease  in 
farm  prices  and  ranch  prices. 
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This  a  truly  aluiming,  aad  would  be  devastatu^  for  the  national 
economy. 

Seoatw  Biij:<LiioK-  Gtovemor,  you  have  made  a  very  eloqufljit  and 
■v«ry  w«lI-4£i/oniied  statement.  The  conunittee  and  our  staff  will  get  a 
great  deal  of  value  from  it  as  we  uodertaJce  to  write  a  new  farm  bill. 

I  un  particularly  impressed  wi^  the  pUas  you  majce  for  FP*t""g 
c«rtain  Uiat  we  have  bul  adequate  supply  of  energy  availat^  for 
agricidture.  We  had  around  this  table  during  the  embargo  many 
impaa^oQfid  pleas  for  ub  to  do  something  about  the  fact  that  su^U^ 
of  natural  ga3  as  fertilizer  feed  stock  was  being  curtuled  and  the  supply 
of  Uquified  petroleum  gas  for  farm  heating  was  inadequate. 

What  you  have  said,  if  the  Congress  were  to  take  actiMi  that 
reduced  the  price  of  crude  oU,  there  would  be  a  considerable  reduction 
in  the  supply  of  oil  and  gas  availaUe. 

Governor  Bobbn.  Yes  dr,  there  is  no  doubt  about  that. 

As  I  talk  to  people  !n  the  Congress  and  in  the  administration,  they 
talk  about  the  twin  goals  (^  holding  consumption  down  as  much  as 
possible,  but  jncrea^ng  production.  I  am  ^aid  that  1  see  too  much  on 
the  side  of  really  decreasing  production,  not  at  all  increasing,  bub 
actually  decreasing. 

It  is  unportant  mat  we  do  not  roll  back  prices  on  our  maiginal  wells 
and  it  is  vital  that  we  decontrol  natural  gas  so  that  we  can  have  in- 
creased incentives  for  its  production.  This  has  been  our  experience — 
CHdahoma  is  both  a  consuming  and  producing  S,tate,  so  we  are  a 
pretty  good  microcosm  of  both  kinds  of  Stat«s. 

Our  experience  has  been  that  deregulation — 1  have  those  statistics 
which  could  be  read  into  the  record — we  experienced  very  small 
increases  to  residential  users,  for  example,  in  natural  gas  thiot^h 
decontrol,  only  21  percent  in  4  years,  less  than  the  rate  of  inflation. 
Yet,  we  know  control  at  low  prijcea  hsa  caused  the  national  supply  of 
niatural  gas,  the  supply  available  for  the  production  of  fertilizer  imd 
other  purposes,  to  declme. 

It  seems  to  be  imperative  that  we  move  in  both  directions,  as  far 
as  the  energy  supply  is  concerned,  and  its  impact  on  agriculture. 

Senator  Bslluon.  Governor,  if  you  have  statistics  showing  the 
relationship  between  supply  and  price  or  anything  else  that  woiud  bo 
helpful,  we  would  welcome  them  for  our  record. 

Governor  Boren.  I  do  not  have  them  with  me.  I  have  them  hexre 
in  Washingt<m.  I  will  have  them  left  at  your  office,  Senator. 

Senator  Belluon.  Within  the  next  week. 

Governor  Boben.  I  would  be  glad  to  do  that. 

[The  following  material  was  subsequently  received  for  the  record:] 

Natural  Gas  DEREGnLAiioN — What  the  Freb  Market  Can  Do 

e  of  the  few  States  which  has  competitive  f-^««« 
1970-74 

Newgw  at  wellhead  21.5^/MCF:  S5f!=300  perocot  increase. 
Average  price  paid  18-7 4^/MCF:  44.15(i  =  140  percent  iocrease. 
Residential  coat  87)f/MCF:  lOSff  =  Only  21  percent  ir 
Resources  increase :  1  percent. 
Demand  increased:  4.5  percent  year. 
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Senator  Bellmon,  I  am  sorry  other  members  of  the  committee  had 
to  be  involved  otherwise  tliis  afternoon  because  I  believe  they  woiild  be 
greatly  helped  by  the  comments  you  made,  but  1  am  impressed  by  your 
proposal  that  we  encourage  the  military  and  other  government  J 
agencies  to  purchase  lightweight  beef  for  use  in  our  different  feeding 
programs.  The  purpose  here,  I  assume,  is  to  get  more  cattle  o\it  of  the 
cattle  population  as  soon  as  possible. 

Governor  Bobbn.  It  has  a  twofold  good  effect.  It  reduces  the  number 
of  cattle  right  away  by  selling  calves  rather  than  waiting  until  they 
mature.  You  are  also  avoiding  a  greatly  increased  growth  in  the 
poundage  available  for  sale  later  on.  This  makes  a  lot  of  sense,  I  think, 
to  buy  lighter  animals  and  younger  animals,  and  prevent  the  buildup 
of  supply.  It  helps  immediately  and  helps  the  long  run  as  well. 

Senator  Bellmon.  I  believe  that  was  the  first  tune  that  this  recom- 
mendation has  been  made  to  the  committee.  We  will  give  it  careful 
consideration.  Maybe  there  is  something  that  we  can  put  into  action 
quickly. 

Mr.  Barr,  do  you  have  any  comments  you  would  like  to  make? 

Mr.  Barr.  No,  Mr,  Chairman.  I  would  simply  Uke  to  express  our 
appreciation  to  the  Chair  and  to  the  committee  for  taking  their  time  to 
permit  those  of  us  in  Oklahoma  to  present  our  views,  that  the  Governor 
liiis  done  most  adequately. 

Senator  Bellmon.  Thank  you  very  much.  We  appreciate  your  shar- 
ing this  infonnation  with  us. 

Our  next  witness  is  Mr.  Lawrence  Moore,  president,  Glenn-Colusa 
Cattlemen's  Association  of  Stonyford,  Calif. 

Mr.  Moore,  if  you  have  a  statement,  you  may  read  it,  or  if  you  would 
like  to  summarize  it,  we  will  make  the  whole  statement  part  of  the 
xecord. 

STATEHENT  OF  LAW2ENCE  J.  UOOEE,  FBESIDEHT,  QLEim-COLIfSA 
CATTlEMEirS  ASSOCIATIOK,  STOHTPOHD,  CALIF. 

Mr,  MooRE.  Mr.  Chairman  and  members  of  the  Senate  Agriculture 
^I'ommittee,  my  name  is  Lawrence  Moore,  and  1  reside  in  Stonyford, 
<?alif .  I  sincerely  appreciate  the  privil^e  of  appearing  before  this  com- 
*iiittee  to  discuss  the  serious  plight  of  the  cattle  industry  as  seen 
through  the  eyes  of  a  small  cattleman. 

1  uin  a  fourth-generation  cattleman  and  have  been  actively  raising 
cattle  since  getting  out  of  the  Anny  in  1955.  Between  my  father,  my 
l)rother,  and  myself,  we  run  about  350  cows  on  5,000  acres  of  deeded 
land.  We  also  rent  some  pastureland  in  the  area.  Of  this  total,  I  own 
«boiit  125  cows,  and  the  balance  are  owned  by  my  brother  and  father. 
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I  fim  the  president  of  the  Glenn-Colusa  Cattlemen's  Association,  a 
local  ciittleraeii's  group  composed  of  about  90  dues-paying  members. 
These  90  members  are  also  members  of  the  CCA  California  State.  We 
have  over  100  local  members.  We  have  in  these  two  counties  around 
500  people,  if  I  am  right,  raising  cattle.  I  would  like  to  make  a  point 
there  of  who  belongs  to  this  association. 

I  am  also  a  member  of  the  California  Cattlemen's  Association  and 
the  chairman  of  their  range  improvement  committee.  Th©  California 
Cattlemen's  Association  is  a  statewide  organization  of  cattle  producers, 
with  some  3,700  to  3,800  beef  cattle  producer  members  and  an  addi- 
tional 500  to  600  associate  members. 

Mv  appearance  before  your  committee  today  is  somewhat  without 
portfolio,  since  I  am  not  officially  representii^  any  organized  group, 
but  speaking  as  an  individual  small  producer  who  is  concerned  about 
how  long  small  cattle  producera  can  survive  under  the  existing  system. 

Nevertheless,  I  did  review  my  statement  with  the  president  of  the 
California  Cattlemen's  Association,  and  he  did  indicate  to  me  that  this 
organization  has  general  policy  in  support  of  many  of  the  points 
covered. 

The  beef  cattle  industn,^  has  not  been  a  healthy,  profitable  business 
for  most  of  the  past  25  years.  In  fact,  if  it  had  not  been  for  an  ever- 
increasing  appreciation  in  land  values,  most  people  in  the  business 
woukl  have  been  driven  out  long  before  this.  I  would  comment  on  that: 
what  we  are  talking  about  there,  when  land  used  to  be  worth  $20  an 
acre,  we  could  go  out  of  business — go  into  business  and  pay  for  it  out 
of  the  business.  Now  it  is  $80  or  $100.  In  my  area,  since  they  have  not 
made  money  in  the  cow  business,  they  have  gone  back  to  the  banks 
and  increased  their  loans  there. 

It  has  been  the  value  of  our  land,  not  the  prices  we  have  received  for 
our  product,  that  has  kept  the  thousands  of  small  beef  producers  in 
business  for  at  least  IS  of  the  last  25  years.  That  does  not  make  for  a 
Ileal  thy  beef  industrj'. 

In  my  opinion,  there  is  a  great  fallacy  amongst  the  cattlemen  that 
perpetuates  poverty  at  least  for  the  small  producer.  That  fallacy  is  that 
we  operate  under  a  price  mechanism  where  the  law  of  supply  and 
demand  operates  freely.  Supply  to  a  major  degree,  and  demand  to  » 
lesser  degree,  are  influenced  by  so  many  laws,  regulations,  and  otli«t 
controls  that  the  concept  of  a  free  market  is  ridiculous. 

Cattlemen  say  they  want  to  keep  Government  out  of  our  business- 
But  Government  is  already  deeply  involved  in  many  programs  tfczne-^ 
drji-stically  affect  our  market.  Import  and  export  laws,  not  only  on 
meat  but  on  grains,  affect  cattle  prices,  grading  laws  and  procedi*— r« 
affect  cattle  prices,  public  land  grazing  laws  affect  cattle  prices,  tar  ~ip1 
policies  affect  cattle  prices.  And  the  list  goes  on.  So  let  us  quit  kidd — m 
oui-sclves  about  trying  to  keep  Government  out  of  our  business. 

In  the  short  time  I  have  before  your  committee,  I  would  like  to  ^ 
10  specific  areas  where  I  think  the  Federal  Government  can,  ^^3D' 
should  take  immediate  and  decisive  action  to  help  the  cattle  Indus  *0 
If  you  don't  act  soon  on  at  least  some,  if  not  all  of  these  items,  1»-  ^^ 
dreds  of  small  cattle  producers  Uke  me  won't  be  in  the  cattle  buBir::nes 
a  year  from  now — some  will  be  on  your  welfare  and  unomploynr»-eQl 
rolls. 
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1.  The  Federal  Government  should  help  deplete  the  oversupply  of 
beef  by  slaughtering  and  canning  or  freezmg  a  substantial  amount  of 
cow  beef  to  be  placed  in  storage  for  future  use,  or  shipped  to  under- 
nourished people  around  the  world,  where  practical.  We  need  to 
dispose  of  18  million  cows  in  1975  to  get  our  cow  herd  back  where  it 
should  be.  You  could  help  and  I  think  you  should. 

2.  You  should  brine  pressure  to  bear  on  USDA  officials  to  step  up 
the  Government  purchases  of  beef  for  the  school  lunch  program.  Beef 
is  high  in  protein  which  youngsters  need.  It's  also  a  good  buy  today, 
so  more  should  be  served. 

.3.  You  should  also  take  whatever  action  is  necessary  to  increase  the 
food  stamp  program  as  long  as  unemployment  figures  and  inflation 
continue  to  rise.  I  believe  these  stamps  should  only  be  available  to 
the  needy,  but  as  the  number  of  unemployed  goes  up,  and  as  inflation 
rises,  so  should  the  avEulability  of  food  stamps. 

4.  You  should  pass  laws  that  direct  all  Government  institutions, 
and  schools  on  the  school  lunch  program,  to  purchase  only  domesHc 
beef.  Such  a  policy  should  apply  to  post  exchanges  and  base  exchanges. 
Such  institutions  and  schools  axe  supported  by  U.S.  taxpayers' 
dollars — not  foreign  dollars. 

5.  A  Federal  law  should  be  passed  requiring  that  all  meat  be  labeled 
as  to  country  of  origin.  The  consumer  has  a  right  to  know  what  she 
is  buying.  She  does  on  virtually  eveiy  other  item,  except  food.  If  she 
wants  to  buy  forei^  meat,  that's  O.K.  as  long  as  she  knows  where  it 
comes  from.  Then  if  it's  tough,  tasteless  and  stringy,  she  can't  blame 
the  U.S.  cattleman. 

6.  Pressure  should  be  brought  on  the  USDA  grading  service  to  put 
into  effect  the  proposed  changes  in  the  beef  grading  standards  imme- 
diately, and  to  pursue  further  modifications  if  it  appears  that  they 
woulcf  result  in  benefits  to  consumers  and  producers.  Current  grading 
standards  encourage  overfeeding,  waste  feed  grains,  waste  energy, 
waste  money,  and  result  in  excessive  fat  and  a  higher  priced  product. 
Helpful  changes  in  this  area  could  be  initiated  almost  overnight. 

7.  You  should  reverse  the  trend  of  recent  shears  and  start  appro- 
iriating  more,  not  less,  funds  for  research.  Research  dollars  invariably 
lenefit  the  consumer.  Research  has  allowed  us  to  produce  the  most, ' 

the  best,  and  the  lowest  priced  food  in  the  world.  It's  one  of  the  best 
investments  you  can  talk  about  back  home,  because  it  benefits 
everj'bod}-. 

8.  We  need  your  immediate  assistance  and  support  in  passing 
enabling  legislation  which  wUl  allow  us  to  initiate  a  nationid  self-help 
a-narket  development  program  similar  to  the  program  which  exists  in 
the  cotton  industry  and  egg  industry, 

9.  I  would  suggest  that  in  our  deahngs  with  other  nations  you 
insist  on  reciprocal  trade  agreements  rather  than  our  current  free 
trade  policies.  Under  our  free  trade  policies  we  are  today  the  only 
<iountry  with  our  markets  open  to  imported  meat.  We  can  easily 
V)ecome  the  dumping  grounds  for  all  surplus  meats,  to  the  detriment 
xiot  only  of  domestic  producers,  but  all  the  consumers.  Reciproeal 
trade  means  that  we  treat  others  as  they  treat  us.  It's  more  equitable, 
and  in  the  long  run  a  sounder  policy  than  what  we  have  been  following. 

{.'('A  supports  in  general  the  first  nine  points.  In  fact,  they  helped 
*ne  with  it. 
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On  this  last  point,  I  want  to  make  it  specifically  clear  that  I  am 
ipoaking  as  an  individual  producer,  and  not  for  an^  organized  ^xiup. 
.  strongly  feel  that  regardless  of  what  other  actions  are  taken  by 
Sovemment  or  by  industry  groups  and  individuals  to  help  us  come  out 
►f  the  existing  economic  crisis,  we  must  have  some  kina  of  a  produc- 
ion  coQtrol  program  to  keep  us  from  overproducing  again  and  again. 
!!!attle  organizations  have  consistently  opposed  such  programs,  but 

feel  that  if  all  cattle  producers  were  polled  and  each  producer  was 
:iven  one  vote  regardless  of  the  size  of  his  operation,  a  majority 
vould  favor  production  controls. 

It  seems  to  me  that  the  rice  jteople  have  a  highly  successful  program, 
ihich  operates  under  production  quotas  based  on  historic^  produc- 
ion  levels.  I  think  such  a  program  is  the  only  salvation  for  the  beef 
cattle  industry,  and  would  like  to  see  you  put  such  a  proposal  to  a  vote 
if  all  beef  producers. 

I  would  like  to  comment  about  the  rice  industry  a  minute  since  we 
ive  together  in  the  county.  As  a  cattle  producer  over  the  hill  from  the 
ice  people,  I  took  a  loot  at  the  good  points  and  the  bad  points  of 
I'hat  I  thought  about  the  rice  program,  and  I  took  the  bad  first. 

The  worst  thing  I  found  out  about  it,  they  were  making  monev 
Jid  I  am  not.  That  is  the  one  thing  I  found  out.  That  is  the  worst  1 
«uld  really  come  up  with  that  serves  any  purpose. 

The  gowl  part  of  the  rice  program  is,  there  arc  people  who  are 
oaking  money  in  rice.  They  are  makii^  a  profit,  a  good  profit.  What 
omes  out  of  this  is  stabilized  economy  in  our  Sacramento  County 
here  in  the  San  Joaquin.  To  give  von  an  example,  they  use  a  lot  of 
nachinery.  The  places  that  are  selling  the  machinery,  it  goes  back 
o  the  industry  that  is  making  it,  and  the  people  who  are  working  there. 

You  could  use  the  same  thing  with  fertilizer,  whatever.  I  talked  to 
ny  banker  about  this.  He  happens  to  be  against  production  controls. 
'.  said,  if  there  is  anytliit^  for  the  last  20  years  that  has  stabilized 
he  economy,  what  is  it?  And  he  said,  if  I  could  put  it  on  any  one 
hing,  it  would  be  rice. 

So  we  agree  on  one  tiling.  We  do  not  agree  on  the  program.  We 
igreed  on  the  economic  impact  of  that.  I  think  that  is  enough  on  that.      I 

In  closing,  I  want  to  remind  you  that  this  country  was  developed 
n  lai^e  measure  by  the  small  family  farm.  There  are  still  a  lot  ot 
mportant  values  inherent  in  the  small  family  farm.  It  is  fonung  "v^ 
imall  farmers  and  ranchers  to  sell  out  to  big  corporate  structiixe^ 
vho  have  other  investments  to  help  them  support  the  losses  sustaick^ 
rom  agriculture. 

I  do  not  think  this  is  good.  I  recognize  there  is  a  place  in  our  soc£.tf  ty 
or  big  industry,  big  corporations,  big  unions,  ot^anized  coosu^iimBt 
p'oups,  even  big  government  as  long  as  there  are  checks  and  baloczaaces 
«  keep  each  in  une  for  the  best  interests  of  the  country.  It  is  in>' 
izperieuce,  however,  that  the  small  cattle  producers  have  no  pro  '•jc- 
jon  gainst  those  with  unlimited  outside  capital  moving  in  and  J^ 
itroying  our  market  whenever  market  conditions  are  favorable  '**'' 
>hem  to  do  so.  This  is  happening  and  will  continue  to  happen  uc»-l^ 
ron  act,  and  act  now. 

I  appreciate  this  opportunity  to  appear  before  your  comiiiitt»'^ 

Thank  you. 

Senator  Bellmon.  Thank  you,  Mr.  Moore. 
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Mr.  Moore.  I  brought  along — ^I  do  not  have  any  witnesses  or 
attorneys  with  me,  so  I  brought  liloDg  an  extemioa  etavey  lot  the 
last  20  years  about  the  cow  and  calf  producer  in  Cidifomia.  It  shows  a 
return  on  invsEitmeDt. 

Senator  Bellmon.  We  will  have  this  made  a  part  of  the  record. 

Mr.  Moore.  I  brought  a  letter  from  an  accountant  who  wnitd  a 
sunimary.  He  did  not  use  facts  and  figures  but  he  felt  he  could  back 
them  up. 

Senator  Bellmon.  We  wi]l  have  both  at  these  docnmeats  added 
to  the  record.* 

Of  course,  I  am  a  cattle  producer,  too.  I  know  how  you  feel.  Tou 
have  good  reason  to  be  upset.  Thiok  back  18  mouths  on  what  the 
calves  were  bringing  in  the  country. 

Mr.  Moore.  Right. 

Senator  Bellmon.  SiiEty  cents  maybe.  Would  you  be  in  favor  of 
production  controls,  then? 

Mr.  MooBE.  I  would.  If  I  look  it  over,  over  20  years.  If  you  were 
smart,  18  months  f^o  you  sold  out.  You  woiild  not  be  in  the  cow 
business,  if  you  were  smart,  if  you  were  an  expert.  Some  guys  did 
that. 

Most  of  us  are  not  experts  because  it  is  a  way  of  life.  We  star  in 
because  of  that  way  of  life  and  we  become  a  little  blind  in  our  thinking 
to  cope  with  all  this.  You  have  a  changing  world.  Sometimes  you  have 
to  change  the  system  and  the  pohcies  to  cope  with  it. 

Senator  Bellmon.  The  pomt  I  want  to  make  is  this  is  a  very  de- 
pressed time. 

Mr.  Moore.  Right. 

Senator  Bellmon.  It  might  be  a  mistake  to  write  a  program  just 
now  because  of  these  particular  conditions. 

Mr.  Moobe.  I  will  accept  that  point.  In  my  evidence  there  and 
what  I  am  trying  to  say  is  the  cow  and  calf  producer  has  not  made  it 
over  the  Jast  20-year  period.  He  has  been  gomg  backward.  If  you  are 
going  to  have  a  poUcy,  you  have  to  do  it  in  haratimes  because  they  are 
pretty  hardheaded  because  of  their  way  of  life,  and  he  would  not  get 
it  if  he  were  lookii^  up  a  little  bit. 

Does  that  make  sense? 

Senator  Bellmon.  I  see  what  you  are  saying. 

Mr.  Moobe.  I  am  looking  at  a  20-year  penod.  I  cannot  look  at  a 
big  year,  a  good  year,  and  a  bad  year  back  to  back.  You  should  be 
aue  to  cope  with  that.  If  you  ran  your  business  r^ht  or  if  you  are 
making  a  profit  over  those  other  years  and  you  did  not  get  greedy  and 
try  to  expand  and  keep  going  to  the  bank,  you  could  cope  with  that. 
But  if  you  are  losing  money  over  the  long-term  haul,  it  is  pretty  tough 
to  cope  with  it  when  you  have  already  been  back  to  the  bank. 

That  is  what  I  am  trying  to  bring  out  there. 

Senator  Bellmon.  All  right,  Mr.  Moore,  thank  you  very  mudi.  We 
appreciate  your  testimony. 

Mr.  Moore.  Thank  you  very  much. 
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[The  following  material  was  referred  to  on  p.  1023.] 

Mr.  Lawrence  Moorr, 

PreBuUrit,  Colusa  Cattlemen's  Assoeialion, 

Stonyford,  Calif. 

Dear  Mr.  Moore:  You  have  aaked  me  to  cive  m7  opinion  on  the  &iandat 
operations  of  cattlemen  in  the  Glenn,  Butte  and  Tehama  County  areas,  drawing 
on  my  experience  over  the  past  10  to  15  years  in  working  with  their  accounting 
records.  • 

As  I  recall,  it  has  been  very  difficult  for  the  small  cattleman  to  stay  in  business 
over  this  period  of  time,  and  in  niany  cases  even  the  ones  who  operated  on  & 
larger  scale  had  similar  experiences.  This  has  been  due  m^nly  to  the  fact  that 
the  value  of  the  animals  has  not  increased  in  proportjoa  to  the  other  ooets  that 
have  continued  to  climb,  such  as  property  taxes,  land  values,  cost  of  feeds,  and 
labor.  Many  cattlemen  have  stayed  in  business  only  by  inheritance,  other  sources 
of  income,  or  by  increasing  the  lo.ins  on  their  prnperty,  thus  continually  uains  up 
their  equity  just  to  stay  in  business.  Many  of  the  cattlemen  realized  that  their 
businesses  were  not  profitable,  but  it  has  been  the  way  of  life  for  them  and  their 
families  for  many  years  and  it  was  difficult  to  make  a  change. 

I  believe  that  the  only  way  we  will  continue  to  have  cattle  operators  is  to  make 
aome  arrangement  where  the  cattlemen  can  make  a  normal  proRt  on  their  opera- 
tions. This  probably  would  be  tied  to  some  type  of  govemment  control  where  the 
values  are  guaranteed  to  generate  a  reasonable  return  for  the  efficient  cattle 
operator. 

Unless  the  trend  that  I  have  seen  over  the  years  is  changed,  it  is  my  opinion 
that  the  small  and  medium-sized  cattle  operator  cannot  continue  to  stay  in  busi- 
ness. Even  though  cattlemen  want  to  remain  independent,  without  governmental 
■  interference,  they  are  influenced  so  much  by  other  activities  controlled  by  gov- 
ernment methods  that  there  is  really  no  other  alternative  other  than  to  consider 
Siveniinental  controls.  This  method  must  be  considered  to  alleviate  the  plight  of 
e  cattleman. 

These  ore  just  a  few  of  my  thoughts  taken  from  experiences  in  working  with 
cattlemen  and  their  records  of  income  or  loss  over  the  past  15  years,  I  hope  that 
this  information  will  be  of  some  use  to  you  and  if  I  may  be  of  any  further  service, 
please  let  me  know. 

Very  truly  yours, 

W.  HOWARO  IBOM,  CPA.  ■ 

/.  OBicuLTUHB  Extension  Service, 

Universitt  or  California, 
Orland,  Calif.,  February  16.  1974. 
To:  Lawrence  Moore. 
From:  Monte  Bell. 
'Title:  Farm  Adviser. 
Re:  Beef  Production  Costs. 

Dear  Lawrence:  Please  excuse  the  hand  written  note  but  our  office  ia  closed 
today  and 

Attaches -„ 

'Reed  farm  management  specialist  at  the  Uni 
operation  with  farm  advisors  and  ranchers.  It  includes  63  studies  during  IBSO- 
1974. 

Only  eleven  have  shown  a  profitable  net  return  per  cow  and  from  1963-1974  all 
have  shown  losses  ruiging  from  U-$264  loss  per  cow. 

Iletum  on  investment  including  land  averaged  1.1  percent.  (From  1968-74 
about  %  percent}. 

Note  that  some  of  the  figures  r'o  not  include  investment  in  range  land. 

Sincerely  yours,  B|  ^ 

MoNTs  Bell, 
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TAKEN  FROM  UNIVERSITY  OF  CALlFORflM  AORfCULTURAL  EXTENSION  SERVICE  COST  STUDIES 
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Senator  Bellhoh.  Out  next  wilness  is  Mr.  iloyd  Myers  MarsfiE 
president,  National  Wool  Growers  Association,  Williams,  Oalif . 

We  have  a  couple  of  C^omians  here  today,  Mr.  Maxsh.  I  did  noi 
think  to  tell  our  previous  witnesses  but  we  do  have  a  clock  over  here. 
It  is  supposed  to  allow  our  witness  10  minutes.  If  you  can  ht4d  your 
testimony  with  that,  we  would  appreciate  it  very  much.       _^ 

STATElXEin  OF  FLOTS  HTEBS  HARSH,  FKESISENT,  HATIOKAI 
WOOL  OBOWEBS  ASSOCIATION,  WHJIAKS,  CAUF. 

Mr.  Marsh.  Mr.  Chairman  and  members  of  the  committee,  we  are 
very  pleased  to  be  here  with  you  today  and  we  are  going  to  delete 
some  points  in  our  formal  statement  in  the  interest  of  time. 

Senator  Bellmon.  Do  you  have  somebody  else  with  you? 

Mr.  Marsh.  Yes,  sir.  We  have  Mr.  Earwood,  president  of  the  Sheep 
and  Goat  Raisers  of  Texas,  and  Mr.  Laird  Is  oh,  president  of  the 
National  Lamb  Feeders. 

Senator  Bellmon.  All  right.  Gentlemen,  welcome. 

Mr.  Marsh.  Mr.  Chairman,  members  of  the  committee,  my  name  is 
Floyd  Myers  Marsh.  I  ampresident  of  the  National  Wool  Growers 
Association  and  I  live  in  Williams,  Calif,,  located  in  Colusa  County 
in  the  northern  Sacramento  Valley.  In  addition  to  raising  sheep  our 
family  fanning  operation  produces  a  variety  of  agricultural  products. 

The  National  Wool  Growers  Association  consists  principally  of 
22  State  and  regional  sheep  producer  organizations  operating  in  the 
entire  United  States. 

Incidentally,  sir,  Oklahoma  is  among  this  group. 

Senator  Bellmon.  I  used  to  be  a  member. 

Mr.  Mabsh.  In  this  25-State  area  approximately  90  percent  of  the 
Nation's  wool  is  produced.  Some  wool,  however,  is  produced  by  all 
of  the  50  States  of  this  Nation. 

The  National  Wool  Act  is  now  in  ita  2Ist  year  ot  operation.  It  emjoys 
the  unqualified  support  of  aU  major  segments  of  the  wool  indusli}' 
from  the  producer  to  the  manufacturer.  During  its  life  the  act  has  beeo 
supported  by  both  Democratic  and  Kepublican  administrations. 

Under  the  National  Wool  Act,  growers  sell  their  wool  through 
normal  marketing;  channels.  At  the  end  of  a  marketing  year,  me 
average  price  received  for  wool  sold  during  the  period  is  aetemuned. 
Payments  at  a  single  percentage  rate  are  then  made  to  brii^  tiie 
national  averse  price  received  by  all  growers  up  to  the  incentive 
level.  There  is  a  parity  index  formula  m  the  act  to  determine  the 
incentive  level.  This  level  is  appUed  to  the  net  sales  proceeds  received 
by  each  grower  to  determine  the  amount  of  his  incentive  payment. 
By  making  the  payments  on  a  percentage  basis,  powers  an  mcour- 
aged  to  improve  the  quality  and  marketing  of  their  wool  in  order  to 
obtain  the  Iiest  price  possible,  because  the  higher  the  {nice  the  indi- 
■ridual  gets  in  the  free  market,  the  greater  his  payment. 

For  the  years  1971  through  1977,  by  virtue  of  amendments  to  the 
National  Wool  Act,  the  incentive  level  has  been  frozen  at  72  cents 
per  pound.  If  the  formula  in  the  act  were  now  permitted  to  operate, 
the  mcentive  level  for  the  1974  marketing  year  would  have  been  86 
cents  per  pound.  We  strongly  urge  this  committee  to  include  in  the 
Agriculture  and  Anti-Depression  Act  of  1975,  a  further  amendment 
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to  tlie  National  Wool  Act  which  would  eliminate  the  ceiling  on  the 
incentive  price  at  72  cents  per  pound  of  shor»-wooI  and  80.2  cents 
per  pound  for  mohair,  in  order  to  pennit  support  prices  to  be  deter- 
mined in  accordance  with  the  formula  prescribed  in  the  act. 

Sheep  numbers  in  the  United  States  are  at  their  lowest  level  since 
the  Civil  War.  In  1941,  there  were  in  excess  of  50  million  sheep  in 
America,  and  today  there  are  approximately  14  million.  The  define 
of  the  sheep  industry  is  attributable  to  several  factors,  but  the  princi- 
pal problem  areas  confronting  us  today  are:  excessive  losses  from 
pre<lator\-  animals. 

Mr.  Chairman,  at  this  time  I  would  like  to  show  you  some  pictures 
that  were  taken  last  Friday  of  lambs  that  were  killed  at  my  ranch.* 

A  severe  shortage  of  quaUfied  labor.  Marketing  difficulties,  prind- 
pallv  highly  concentrated  packer  purchasing  power.  Competition  for 
■wool  from  sj-nthetic  fibers. 

Many  people  in  this  country  have  written  off  the  sheep  industry, 
but  I  assure  you  it  is  far  from  dead,  and  I  am  here  today  to  plead 
■with  this  committee  and  the  Congress  to  enact  legislation  which  ■will 
foster  a  revival  of  sheep  and  goat  raising  in  the  United  States.  Chair- 
man Talmadge  has  called  for  advancing  "renewable  resource  hus- 
bandry." I  wish  to  stress  to  this  committee  that  cf  all  red-meat 
animals,  the  sheep  is  the  most  efficient  converter  of  natural  energy. 
A  sheep  is  raised  on  grass,  water,  and  sunlight,  and  it  takes  little  or 
no  grain  and  far  less  fossil  fuel  to  produce  a  poimd  of  lamb  than  any 
other  meat. 

Now  more  than  ever  it  should  be  the  policy  of  the  Federal  Govern- 
ment to  encourage  sheep  production.  But  on  the  contrary,  it  is  pre- 
cisely because  there  is  no  program,  but  fragmented  regulation  by 
numerous  agencies,  oblivious  to  the  problems  and  needs  of  the  sheep 
industry,  that  production  has  declined. 

The  most  serious  difficulties  which  beset  the  sheep  industry  are 
beyond  the  control  of  the  .sheep  producer.  Experts  agree  the  industry 
could  be  turned  around  if  there  were  a  national  recognition  of  its  value 
and  a  determination  of  the  Federal  Qovemment  to  remedy  the  prob- 
lems which  the  sheepmen  are  unable  to  correct. 

Since  the  proclamation  of  an  Executive  order  by  President  Nixon 
in  Februarv  1972,  which  prohibited  the  use  of  chemical  toxicants 
for  controlling  predatory  animals  on  Federal  lands,  and  a  subsequent 
EPA  order  which  banned  the  interstate  shipment  of  these  toxicants, 
effective  alternative  methods  of  controDing  coyotes  have  not  been 
found.  The  result  has  been  an  explosion  in  the  coyote  population  in 
many  areas  of  the  United  States.  This  has  brought  untold  decimation 
of  sheep,  cattle,  poultry,  and  wildlife. 

These  facts  are  now  well  known  to  the  Ford  administration,  and 
despite  acknowledgment  that  corrective  action  must  be  taken,  noth- 
ing has  been  done.  For  the  sheep  industry  alone,  millions  of  pounds 
of  red  meat  and  natural  fiber  have  been  wasted.  Hundreds  of  produ- 
cers have  been  forced  to  abandon  sheep  raising,  bringing  economic 
hardship  to  individuals  and  communitiee  alike. 

It  is  immediately  within  the  power  of  the  Federal  Government  to 
control  coyotes  without  damaging  the  environment  if  only  the  IVeai- 
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dent  wotUd,  in  effect^4,6<^'»''s  •*■  is  in  the  national  interest  to  raise  sheep 
and  control  coyotes, 

Mr.  Chairman,  you  yourself  know  in  your  fine  State  of  Oblahonu 
that  the  coyotes  are  a  very  serious  menace  to  your  sheep  industry. 

The  labor  shortage  in  America  for  sheep  industry  is  very  difficult.  It 
has  been  virtually  impossible  for  the  American  sheep  producer  to  find 
sufficient  qualified  domestic  labor,  and  consequently,  contract  shep- 
herds are  brought  in  from  several  foreign  nations.  The  Labor  Depart- 
ment knows  full  well  of  tliis  need,  and  displacement  of  American 
workers  is  not  an  issue,  but  yet,  because  of  untold  red  tape  involved  in 
the  Labor  Department's  "certification  procedure,"  it  is  now  taking  up 
to  a  year  to  bring  a  foreign  herder  into  the  United  States.  Also,  the 
Department  refuses  to  reiuize  the  uniqueness  of  working  conditions  in 
our  industry  and  is  forcing  us  to  comply  with  onerous  standards  we 
often  find  impossible  to  comply  ^v■i^,h.  There  are  no  excuses  for  these 
acUons,  but  vet  the  pleas  of  numerous  le^slators  and  the  sheep  in- 
dustry to  the  Department  of  Labor  to  make  Ihcir  own  procedures  work 
have  gone  unheeded. 

In  marketing  difficulties,  Ihe  U.S.  Department  of  Agriculture  studies 
have  found  sheep  producers  face  perhaps  the  heaviest  concentration  of 
buying  power  for  their  products  of  any  agricultural  industry.  This  is 
one  area  in  which  the  sheepman  can  help  himself,  and  he  is.  With 
USDA  assistance,  and  under  the  leadership  of  the  National  Wool 
Growers  Associa(ion,  a  series  of  regional  marketing  cooperatives  is 
being  established  in  order  to  enable  producers  to  obtain  better  prices 
for  their  animals.  We  are  cunfident  of  the  success  of  these  organizations. 

Environmentalists  an<!  Goveniment  critics  of  the  sheepmen's 
efforts  to  bring  about  recognition  of  the  need  for  improved  conditions 
for  sheep  production  are  often  heard  to  say  the  sheep  industry-  has 
decUned  because  textile  manufacturers  curtailed  the  use  of  wool,  in 
preference  to  synthetics.  Of  course,  the  impact  in  manmade  fibers  was 
a  factor  in  reducing  sheep  numbers,  but  it  is  not  what  has  forced  most 
producers  out  of  business.  Today  there  is  not  enough  wool  to  meet  the 
demand,  as  wool  is  once  more  being  recognized  for  its  value.  And  we 
should  be  producing  more  natural  fiber  to  help  (conserve  enei^'. 

Mr,  Chairman,  and  members  of  the  committee,  I  have  just  finished 
reciting  a  litany  of  the  main  grievances  of  our  industrj'.  It  is  but  one 
segment  of  Americ;an  agriculture,  and  a  small  one  at  that.  But,  our 
problems  are  similar  to  tliose  of  other  phases.  Perhaps  we  are  all  guilty 
of  focusing  only  on  our  individual  set  of  problems  and  by  so  doing,  we 
lose  sight  of  the  big  picture  and  where  we  fit  into  it. 

We  strongly  endorse  the  concepts  espoused  by  Senators  Humphrey 
and  McGovem  which  call  for  a  national  policy  on  food  and  agricul- 
ture, but  I  wish  to  point  out  that  unless  such  a  jjolicv  ia  established, 
not  only  by  a  broad  congressional  mandate  but  is  implemented  by  the 
executive  branch  in  such  a  manner  that  all  departments  and  agencies 
which  administer  programs  afiecting  food  and  agriculture,  are  made  to 
do  so  in  line  with  national  goals,  the  policy  will  be  ineffective.  We 
sheep  producers  kno«-  only  too  well  the  imiiact  of  fragmented  Govern- 
ment regulation  u})on  agricultural  ]>roducers  can  very  often  be  more 
hostile  and  damaging  than  adverse  market  forces  or  Acts  of  God. 

We  recommend  lliat  the  Agriculture  and  Anti-Depression  Act  of 
1975  include  provision  for  the  establishment  of  a  National  Food  and 
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Agricultural  Policj'  Commission  witliiu  the  Executive  Office  of  the 
President.  This  Commission  would  be  divided  into  various  commodity 
boards.  Since  we  represent  a  segment  of  the  American  livestock  indus- 
try, for  the  sake  of  example,  let  me  explain  why  a  National  Livestock 
Policy  Board  is  needed  and  how  it  raigiit  work. 

As  you  have  noted  from  my  testimony,  most  of  our  problems  are  not 
with  the  Department  of  Agriculture.  Rather,  we  suffer  from  the 
failure  of  other  Governmental  agencies  to  realize  what  our  problems 
ftro.  We  believe,  for  instance,  the  EPA  and  the  Labor  Department 
really  don't  care  what  happens  to  the  sheep  industry— it'l  not  thfc 
■concern.  But  it  is  in  the  national  interest  that  more  sheep  be  produced. 
This  can  never  come  about  unless  stimulated  sheep  production  is  made 
part  of  a  national  program  which  balances  the  meetmg  of  our  food  and 
liber  needs  with  such  considerations  as  protecting  the  environment  and 
sensible  employment  practices. 

A  National  Livestock  Policy  Board  would  be  comprised  of  repre- 
sentatives of  all  agencies  and  departments  which  administer  laws 
affecting  livestock  production  and  marketing.  A  comprehensive  and 
uniform  overall  Government  policy  would  be  generated  and  main- 
tained, designed  to  acliieve  certain  goals  in  red  meat  production  and 
prevent  haroiful  economic  conditions  from  occurring.  Interagency 
conflicts  and  misunderstandings  would  be  resolved  witnin  this  frame- 
work. Needed  programs  of  research  and  development  would  be 
identified  and  legislative  recommendations  approved. 

Of  course,  there  would  have  to  be  commodity  boards  for  other 
industries  with  interrelation  between  them  for  the  establishment  of  an 
overall  food  and  agriculture  policy. 

In  making  these  proposals  we  are  not  talking  about  an  enlarged 
bureaucracy.  We  just  want  the  bureaucrats  to  talk  to  each  other  and 
be  given  overall  direction  from  the  top.  Unless  we  have  this,  agriculture, 
in  general,  and  our  industry  in  particular,  will  continue  to  suffer. 

For  its  part,  the  Congress  could  aid  in  developing  and  monitoring 
these  national  goals  by  charging  the  Office  of  Technology'  Assessment 
to  study  and  recommend  systematic  approaches  to  agricultural  pro- 
duction, thus  making  available  to  all  committees  a  large  body  of 
inforTiiation  which  could  serve  as  a  basis  for  coordinating  what  might 
otherwise  be  independent  legislative  efforts. 

The  American  sheepman  wants  to  produce  more  lamb  and  wool, 
and  many  who  have  been  forced  out  of  production  want  to  start 
again.  We  want  to  play  a  larger  role  in  food  and  fiber  production  here 
in  America.  We  want  to  sell  our  products  and  technology-  abroad. 
Middle  Eastern  nations  would  gladly  trade  lamb  for  oil.  We  are  trying 
to  do  our  part,  but  we  need  a  recognition  of  the  value  of  our  industry 
and  a  governmental  policy  that  encoruges  us  to  produce.  We  look  to 
this  committee  to  assist  us. 

Thank  you. 

Senator  Bellmon.  Thank  you,  Mr.  Marsh. 

Before  I  a.sk  you  questions,  do  vou  other  gentlemen  have  statements 
that  j'cu  want  to  make  or  enter  into  the  record? 

Mr.  NoH.  Yes,  sir. 

Senator  Bellmon.  Mr.  Marsh,  have  you  had  any  dealings  personally 
■v.-it\i  these  materials  that  you  use  to  conti^ol  coyotes,  these  chemical 
toxicants? 


,y  Google 


1030 

Mr.  Marsh.  Yes,  sir,  not  directly.  We  tave  a  Government  trapper 
who  has  used  the  toxicants  on  our  ranch,  the  M-i4,  which  is  the- 
humane  coyote  getter. 

Senator  Bellmon.  Is  this  material  now  outlawed,  it  cannot  ho- 
used any  longer? 

Mr.  Mahsh.  It  was  outlawed  under  the  Executive  order  because  it 
could  not  be  transported  across  State  lines  and  there  was  only  one  area 
that  was  manufacturing  it.  You  could  say  it  was  outlawed  for  our 
uqe.  TodaJ'  it  is  offered  to  us  on  an  emei^ency  basis  after  we  have 
sustained  2  percent  losses  in  our  numbers,  sir. 

After  1  month  on  our  winter  range,  we  have  sustained  a  2  percent 
loss  in  our  particular  sheep  flock  and  we  made  the  request  this  week 
for  the  use  of  the  M-44. 

Senator  Bellmon.  It  would  be  used  by  a  Government  trapper? 

Mr.  Mabsh.  Yes,  sir. 

Senator  Bellmon.  You  do  not  feel  tliis  is  a  satisfactorj'  arrange- 
ment? 

Mr.  Marsh.  Well,  sir,  we  have  lost  2  percent  of  our  flock.  That  is 
a  substantial  loss  to  have  to  cope  with.  Some  losses  in  our  sheep 
country  have  ranged  up  to  30  percent  in  the  last  several  years  since 
the  Executive  order. 

Senator  Bellmon.  You  can  see  that  predators  are  more  a  problem 
now  than  they  were  before  the  Executive  order  was  promulgated? 

Mr.  Mabsh.  Yes,  sir.  The  level  of  loss  before  the  Executive  order 
could  be  lived  with.  The  losses  we  are  receiving  today  cannot  be  lived 
with.  Some  of  the  folks  have  been  forced  out  of  the  sheep  busina-w  to 
harvest  their  grass.  They  have  gone  into  cattle,  and  it  onlj-  adds  ta 
the  surpluses  of  beef. 

Senator  Bellmon.  Thank  you  very  much  for  a  fine  statement. 

Mr.  Marsh.  Thank  vou,  sir. 

Senator  Bellmon.  We  will  keep  your  ideas  in  roind.  Before  you 
leave,  Mr.  Marsh,  I  have  been  presented  with  two  questions  at  the 
request  of  Senator  Tunney  of  California,  if  you  do  not  mind.  I  will 

f  resent  these  questions  to  you  now.  They  are  not  too  far  from  what 
was  asking  you.  Could  3-ou  briefly  summarize  the  coyote  situation 
today?  How  bad  is  it?  And  what  is  the  Federal  Government  doing 
about  it? 

Mr.  Marsh.  I  could  only  characterize  the  coyote  situation  in 
America  today  as  a  catastrophe.  We  have  folks  losing  up  to  30-40 
percent  of  their  flocks  all  over  the  United  States  from  Georgia  on  the 
east  coast  to  California  on  the  west  coast.  The  Federal  Government 
is  continuing  their  involvement  in  a  trappmg  program.  It  is  ineffective 
because  they  have  taken  away  some  of  the  tools  of  the  trappers  that 
they  used  responsibly  for  40  years. 

So  that  we  can  only  ask  Congress  and  the  administration  to  review 
their  position  on  it,  particularly  the  administration,  and  perhaps 
determine  a  new  policy. 

Senator  Bellmon.  The  second  question — would  yen  elaborate  on 
your  statements  concerning  a  national  Uvestock  policy  board  a^  a 
part  of  a  national  food  and  agriculture  policy?  What  do  you  have  in 
mind  for  the  board  to  do? 

Mr.  Marsh.  We  ha<l  in  mind  that  perhaps  they  could  assist  in 
determining  that,   some   of   the  broad   decisions  aiFecting  livestock 
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?roducer3  by  the  agencies,  a  guideline  could  be  developed  ao  every 
rovermnent  agency,  such  as  the  Department  of  Labor,  the  Depart- 
ment of  Agriciuture,  the  Department  of  Interior,  that  some  of  us  in 
agriculture  are  involved  with  would  miderstand  that  we  producers 
have  to  have  some  reasonable  and  speedy  answer  to  some  of  our 
problem  areas. 

For  instance,  the  Labor  Department  is  making  it  very  difScult  to 
obtain  foreign  herders  and  sometimes  delaying  us  over  a  year  to  ob- 
tain the  services  of  a  herder.  We  all  know  that  sheep  and  goats  have  to 
be  attended  to  and  there  has  to  be  someone  there  to  herd  them  and 
take  care  of  them.  Some  of  these  redtape  measures  must  be  cut  down. 

Senator  Bellhon.  Thank  you- 

Senator  Huddleston,  do  you  have  any  questions? 

Senator  Huddi^ston.  1  just  wonder,  these  coyotes — do  they  have 
any  value  at  all?  Do  they  make  any  contribution  except  baying  at  the 
moon  on  occasion? 

Mr.  Mabsu.  We  are  not  for  the  elimination  of  the  coyote.  We  would 
like  to  see  the  coyote  in  the  environment.  But  we  would  like  to  see 
his  numbers  kept  at  a  reasonable  level.  I  will  add  that  there  is  no- 
natural  predator  to   the  coyote  in  the  system. 

Senator  Huddleston.  Nature  does  not  tend  to  reduce  its  number. 

Mr.  Marsh.  No,  and  man  seems  to  provide  an  environment  which 
favors  the  growth  of  coyote  numbers  without  some  responsible 
control. 

Senator  Huddleston.  Are  there  other  animals  besides  the  coyote?" 
Are  dogs  a  problem? 

Mr.  Marsh.  Yes,  sir;  wild  dogs  and  domesticated  dogs  that  run  in 
packs  can  be  a  serious  problem.  But  these  can  be  controlled  by 
regulatory  officials. 

Senator  Huddleston.  That  is  all  I  have. 

Senator  Bellmon.  Thank  you.  Mr.  Marsh. 

The  next  witness  that  we  have  is  Mr.  Noh.  You  are  with  the  Na- 
tional Lamb  Feeders  Association  from  Idaho. 

STATEMENT  OP  LABID  NOH,  FBESIDENT,  NATIONAL  LAMB 
FEEDEBS  ASSOCIATION,  EIHBEEL7,  IDAHO 

Mr.  Noh.  Yes,  sir,  that  is  correct. 

Senator  Bellmon.  Mr.  Noh,  we  are  trying  to  stay  within  a  10- 
minute  limitation.  If  you  have  a  longer  statement,  we  should  make  it 
a  part  of  the  record. 

Mr.  Noh.  I  also  serve  as  the  chairman  of  the  Predator  Committee 
for  the  National  Wool  Growers  Association, 

Certainly,  the  National  Wo&l  Act  has  been  very  helpful  to  us  in 
sustaining  the  sheep  industry.  One  of  the  beneficial  aspects  of  that 
program  has  been  the  self-help  advertising  promotion  aspect  of  the 
act.  However,  I  think  what  really  bothers  the  sheep  industrj',  and  it 
goes  back  to  this  question  of  an  overall  policy  committee  for  the  sheep 
industry  or  agriculture,  is  that  while  USDA  may  be  fostering  food 
production  and  wool  production  and  then  there  are  other  agencies 
dcKtroying  that  production. 

At  this  point  the  Government's  policy  both  from  Congress  and 
the  White  House  is  antiproduction  of  sheep  at  a  time  when  it  is  the 
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most  efficient  converter  of  nonusable  forages  to  choice  meat  right  on 
the  table  and  at  a  time  when  the  Middle  Eastern  countries  are  look- 
ing; for  lamb.  They  want  it,  it  is  their  meat. 

So  we  think  the  sheep  does  have  a  very  useful  role  to  play  in  the 
Nation  and  the  world. 

One  thing  that  we  would  like  for  this  committee  to  involve  itself 
in,  if  it  could,  is  to  insure  that  the  FIFRA  Act,  the  basic  pesticide 
act,  is  administered  and  enforced  and  actively  implemented  oy  EPA 
in  objective  fashion. 

Frankly,  we  have  seen  in  our  industry  a  situation  where  EPA  has 
become  too  much  of  a  political  organization.  We  see  their  scientists 
come  before  panels  of  predator  experts  and  they  have  to  apologize 
and  say  EPA  decisions  arc  not  based  upon  facts.  They  are  based 
upon  political  considerations. 

We  see  our  only  hope  at  this  point  as  the  proper  implementation  of 
FIFRA,  so  we  have  some  recourse  to  law  to  implement  this  act  -which 
is  designed  to  encourage  food  production,  ana  at  the  same  time,  to 
insure  the  integrity  of  the  environment.  We  have  a  problem  with  our 
predator  situation  in  Confess  because  it  comes  imder  the  jurisdiction 
of  the  House  Merchant  Marine  and  Fisheries  Committee  and  the 
Senate  Commerce  Committee  and  there  are  no  westerners  on  those 
committees,  or  at  least  verv  few.  But  it  is  a  western  problem  and  to 
imderstand  it  you  need  to  be  from  the  west  or  have  had  appropriate 
experience. 

Maybe  you  could  help  us  out  there. 

From  the  lamb  feeders  standpoint  we  think  it  is  perhaps  immoral 
and  certainly  irrational  to  maintain  a  law  which  says  you  have  to 
condemn  an  entire  carcass  of  meat  just  because  it  has  some  DES 
residue  in  the  hver.  Why  not  just  throw  away  the  liver?  Certainlv, 
imported  carcasses  coming  in  from  other  countries  without  livers  do 
not  have  those  problems  which  our  industry  must  face. 

That,  we  think,  must  be  dealt  with.  * 

There  is  also  a  difficulty  for  relatively  small  industries  which  offer 
a  less  lucrative  market  to  drug  manufacturers  to  obtain  the  necessary 
biological  supplies,  vaccines  and  this  sort  of  thing,  to  keep  animals 
alive  and  healthy.  Other  nations  tend  to  got  a  real  competitive 
advantage  over  ns.  New  Zealand  has  a  big  sheep  industry.  Therefore, 
a  lot  of  resources  are  put  into  developing  drugs  and  products  for  those 
people.  We  cannot  get  them  becaiise  the  industry  is  too  small  to  make 
it  profitable  for  the  companies  to  enter  into  the  very  expensive  and 
elaborate  registration  pro\-isions. 

Maybe  there  is  no  way  out  of  that  trap.  T  do  not  know. 

We,  of  course,  have  problems  with  public  land  policies,  grazing 
fees,  which,  at  this  point,  are  being  set  in  such  a  fashion  as  to  attempt 
to  destroy  the  very  real  investment  in  public  land  permit  values  and 
some  attached  land  values.  There  is  a  genuine  problem  in  the  public 
laud  States  with  funding  for  BLM  land  management  programs  and 
national  forest  land  management  and  resource  programs.  This  is  not 
only  hurting  in  terms  of  meat  production,  but  is  creating  a  situation 
where  the  livestock  industry  may  very  well  bear  the  blame  for  a  lack 
of  resources  and  proper  management  of  the  ran^e. 

We  do  hope  you  will  rive  serious  consideration  to  this  question  of 
coordinating  agricultural  policy.  In  dealing  with  our  predator  dif- 
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ficiilties,  we  have  had  to  cope  with  a  Tninimum  of  five  different  agencies. 
It  is  terribly  difficult  to  ^et  them  all  together,  to  touch  base  ^vith  all 
of  them  to  get  any  sort  of  agreement  on  just  what  the  poHcy  redly  is. 
We  think  that  maybe  .it  would  be  useful  to  get  everybody  down  at 
the   table  talking  rather  than  playing  all  of  these  Uttle  games  of 

Eutting  pressures  here  and  there  and  all  of  the  maneuvenngs  that 
ave  to  take  place. 

At  any  rate,  we  do  think  that  the  sheep  industry  has  a  good  role 
to  play  in  the  future  of  this  country  and  perhaps  In  the  world  and  we 
ask  your  help  in  encouraging  policies  which  will  encour^e  that 
production. 

Senator  Bellmon.  Thank  you.  Senator  Dole, 

Senator  Dole.  I  have  no  questions  but  appreciate  the  problems 
you  have  raised.  I  think  you  are  right,  particularly  the  last  one,-  to 

f;t  it  all  together.  Then  you  have  the  legislation  to  go  to  committees, 
hey  are  probably,  I  would  not  say  sympathetic,  but  there  are  not 
many  westerners  on  those  committees.  It  ought  to  go  to  Interior. 

Senator  Bellmon.  Senator  Huddleston, 

Senator  Huddleston.  For  the  sheep  grower,  what  percentage  of 
his  profits  or  income  comes  frijm  the  meat  aspect,  and  what  percentage 
from  the  wool. 

Mr.  NoH.  We  should  sell,  on  current  markets,  $40  worth  of  lamb 
on  a  national  average.  That  might  be  a  little  high.  On  the  current 
market  wo  woidd  derive  about  S3  for  wool.  With  the  average  payment 
under  the  Wool  Act,  we  will  probably  realize  $7  of  revenue  from  wool. 

Senator  Huddleston.  How  many  times  do  you  take  wool  from  the 
same  sheep? 

Mr.  NoH.  Once  a  year;  if  she  is  a  good  healthy  sheep  she  will  live 
5  or  6  years. 

Senator  Huddleston.  Then  what  happens.  Is  it  still  available  for 
meat? 

Mr.  NoH.  Yes,  That  becomes  mutton,  A  great  deal  of  that  is  an 
export  item  to  Mexico. 

Senator  Huddleston.  Lamb  chops  come  from  the  yoiii^er  lamb? 

Mr.  NoH.  That  is  correct. 

Senator  Bellmon.  You  raised  the  point  about  the  shortage  of  labor. 
Our  previous  witness  made  the  same  point.  It  is  rather  ironic  at  a 
time  when  unemployment  is  now  over  7  million  people  in  the  country 
that  you  would  be  sufFeriag  a  shortage  of  labor. 

What  IS  the  problem? 

Mr.  NoH.  There  are  two  problems.  One  is  in  the  herder  supply. 
That  has  been  pretty  well  taken  care  of  with  the  import  contract 
labor  program.  We  do  have  some  difficulties  with  administration. 
Again,  it  is  east  versus  west.  The  Labor  Department,  which  must 
implement  migratory  and  imported  labor  regulations  cannot  under- 
stand that  people  may  live  m  tents  to  herd  sheep,  and  they  have 
proposed  regulations  that  you  have  to  take  flush  toilets  out  to  the 
back  country  and  the  only  way  to  get  there  is  pack  horses. 

Of  course,  this  is  work  7  days  a  week,  out  in  the  sticks,  Uving  with 
the  sheep;  people  do  not  always  like  to  do  this  kind  of  work.  Last 
spring  our  people  were  forced  to  sign  regulations  or  a  contract  as  a 
condition  of  acquiring  herders,  saying  that  they  would  build  perma- 
nent wintertime  facihties  for  their  help,  even  though  some  oi  those 
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people  were  migratory  12  months  out  of  the  year.  They  had  no  place 
even  to  huild  these  facilities.  They  did  not  own  land  to  build  Uie 
facility  anywhere. 

That  has  been  woited  out,  but  wb  are  atil!  dealing  witll  HAa  same 
sort  of  thing.  If  we  have  informed  aftd  reasonable  en^ircenieat  of 
regTilations,  we  can  take  care  of  the  herder  problem  with  men  {torn 
Spain,  the  Basques,  some  of  the  Peruvians.  'Hiese  sort  of  people  do  a 
good  job  for  us,  and  we  want  to  treat  them  right  abd  have  reuobable 
regulations. 

Shearers  are  an  entirely  different  story.  There  are  no  provisions  to 
bring  these  people  into  the  United  States.  Perhftpa  tt>vM  of  Our 
unemployed  could  be  trained.  It  is  very  hard  work.  It  is  ditty  WM^ 
too,  and  it  requires  some  training  and  some  skill,  .^ain,  I  guesd  it  is 
the  basic  question  of  whether  or  not  you  can  quickly  and  reasonably 
convert  the  unemployed  into  trained  workers  with  the  willingtieBS  to 
do  the  job  and  do  the  woric.  We  think  there  needs  to  be  a  leiu  look  at 
the  problem  of  labor  for  shearing  sheep.  There  may  be  some  ubion 
difficulties  tied  in  there.  We  hear  problems  about  inability  to  get 
shearing  tools  throug:h  the  union  offices  in  Montana. 

We  have  had  all  kmds  of  schools  and  training  programs  forsbearers, 
and  we  just  cannot  seem  to  get  people. 

Senator  Bellmon.  How  much  money  could  a  good  sheep  shearer 
make  in  a  day? 

Mr.  NoH.  In  our  area,  he  can  earn  $100  a  day. 

Senator  BellmOn.  You  cannot  get  people  to  do  that  kind  of  work? 

Mr.  NoH.  No,  sir.  It  is  somewhat  seasonal.  But  if  he  follows  the 
sheep,  he  can  shear  quite  a  few  months  straight. 

Senator  Bellmon.  You  have  had  programs  to  train  people  to 
shear  sheep.  You  do  not  have  many  participants? 

Mr.  NoH.  Mr.  Earwood  from  Texas  is  more  qualified  to  speak  on 
that  training  program. 

Senator  Bellmon.  It  seems  ironic  to  me,  also,  that  we  would  he 
importing  people  from  other  countries  to  herd  sheep,  to  do  jobs  you 
have  on  your  ranches.  Have  you  tried  importing  anybody  from 
Brooklyn?. 

Mr,  NoH.  Yes,  sir.  Before  the  program  was  established,  we  went 
through  all  that  with  the  Labor  Department  and  gave  it  a  good  honest 
try.  Tney  were  willing  to  accept  it  would  not  work. 

The  culture  is  changing.  Wie  are  seeing  a  few  more  young  people 
who  want  the  out-of-door  life.  Unfortunately,  some  of  that  is  a  little 
bit  overromanticized. 

Senator  Bellmon,  Do  you  think  there  is  anything  this  committee 
might  do  to  help  bring  some  Americans  into  the  areas  \vtere  there 
are  jobs  and  maybe  get  some  off  the  welfare  rolls  in  the  cities? 

Mr.  NoH.  I  personally  am  not  that  familiar  with  the  procedures 
for  doing  so.  I  would  think  if  there  is  any  way  to  funnel  some  of  these 
people  or  orient  some  of  the  training  programs  for  unemployed  people 
to  shearing,  especially,  and  perhaps  to  nerding,  we  would  all  be  in 
favor  of  it.  We  are  willing  to  try  anything. 

Senator  Bellmon.  You  are  not  necessarily  prejudiced  ^ninst 
somebody  from  Detroit. 

Mr,  NoH,  Not  at  all.  But  he  tends  to  get  a  little  bit  scared  when 
that  grizzlv  bear  is  growling  outside  the  tent. 

Senator  ^ELLMOx.  I  have  no  further  questions. 
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Mr.  J^oh,  we  thank  you  for  a  very  fine  statement.  We  will  give 
.3-oar  recommepdations  careful  coimderation. 
[The  prepaned  statement  of  Mr.  Noh  follows:] 


Mr.  Chftinnan  and  members  .of 'the  Committee  oa  .^ilcultiue,  I  ua  Laird  Noh 
or  Kimberly,  Idaho.  1  appear  before  you  today  as  president  of  ihe  National  IjunriB 
Feeders  Association.  I  appreciate  the  opportunity  to  testify  in  these  hearings 
designed  to  develop  "the  Xgrioulture  and  Anti-J>epras3ion  Aot  of  1975." 

TBS   nfPORTA'NCE   OF  TBE   AHGIUCAN  BBBEF   IRSDWTRT  HO   VBE  aSCONOMV   (tF  TBE 


^Ir.  Chairman  and 'members  of  the  committee,  the  'Department  of  Defense  has 
indicated  a  domcetic  supply  of  wool  is  vital  to  the  Nation's  defense.  Cartauiljr- 
the  production  of  few  agnoultural  oommoditiee  so  lack  dependence  upon<CEude  oil 
supplies  as  do  laiub  >and  wool.  At  the  same  time  the  oil  rich  Arab  aatiora,  with 
their  strong  preferenoe  for  Jamb  offer  fascinating  posEubihties  for  trade. 

For  domestic  consumers  wool's  unique  qualitiee  of  fire-resigtanoe'aad.ineulation 
of  liody  heati-evenmhen  wet,  are  more  in^orlautaetheianoetate  areitucntd  down. 
Lamb  production  olaarly  offers  the  onJy  possibiiity  at  this  time  ior  increased 
production  of  superior  grade  meat  with  little  or  no  rmiance  upon  cereal  grains.  "We 
in  the  sheep  business  are  escited  about  the  potentially  greater  contjribution  our 
industry  can  make  -towards  feeding  the  people  of  the  world  in  ibe  years  ahead, 
if  only  we  are  afforded  conditions  which  enable  ua  to  do  so. 


This  Committee  is  exploring  methods  of  providing  income  protection  for  food 
find  agricTiltutftl  produces.  The  Wool  Act  does  provide  some  such  prdtection  to 
our  industry.  The  program  is  designed  to  stimulate  production  of  high  qnality 
jirodiicts.  For  price  stability,  rts  incentive  structure  alao  encourages  increased 
marketing;  when  prices  rise  and  reduced  marketing  of  wool  when  prices  fall.  This  is 

f>articularly  useful  to  a  product  hiffhly  sensitive  to  economic  conditions.  While 
amb  prices  have  held  fairly  conatant  daring  the  past  two  years  wool  prices  have 
fallen  by  one-half  to  three-fourths.  The  rwlng  labor  costs  tor  sheanng  fwhioh 
have  risen  in  my  area  over  30%  in  two  years),  frei^t  rates  and  packaging  costs, 
currently  amount  to  over  60%  of  llhe  free  market  pnoe  for  wool.  Income  to  pro- 
ducers from  'Wool  Act  payments  (there  was  no  payment  for  1973,  but  will  be  one 
for  1974)  consrtitute  ft  Telwtively  small  portion  of  total  return  to  a  producer, 
because  income  from  the  sale  of  meat  forms  the  large  bulk  of  gross  revenue.  How- 
ever,  income  from  Wool  'Act  payments  oftCTi  con-^itirtes  a  Targe  portion  of  net 
income  and,  henee,  is  very  hdpfiu  in  sustaining  sftieep  production. 

government.il  policies  discouraqe  sheep  production 

While  the  incentives  of  the  Wool  Act  and  Department  of  Agriculture  programs 
have  encouraged  meat  and  wool  production  other  segments  of  tne  Federal  Govern- 
ment have  actuaOy  promoted  income  reduction  plamB—tpiit*  Irration^ly — fer  the 
domestic  sheep  industry.  Actions  with  no  l»asis  in  fact  have  eliininated  the  ase  of 
all  chemicals  for  coyote  manac-ement.  Chemical  pest  ccaitrol  is  used  in  all  dtbet 
fnod  industries  and  is  even  used  in  lakes  and  streams  to  control  pest  species  of  fish. 
Sheep  production  has  been  drastically  reduced,  especially  in  rougher  areas  of  the 
West  where  available  forage  resources  can  be  utilized  in  no  other  practical  manner 
for  food  production. 

In  our  case,  and  I  expect  with  many  other  agricultural  producers,  this  'Com- 
mittee could  provide  a  large  measure  of  income  protection  by  ensuring  the  Federal 
In.itclicide,  Fungicide  and  Rodcnticide  Act  is  fully  implemented  and  profession- 
ally itdministered  by  EPA,  as  was  originally  intcndetJ  by  this  Committee,  The 
f^cicntific  arm  of  EPA  should  be  strengtnened  at  the  espense  of  the  political  aim. 
Too  many  EPA  decisions  arc  based  upon  what  is  acceptable  to  the  public  rather 
than  what  is  factually  correct.  We  have  frequently  witnessed  scientists  from  EPA, 
wben  confronted  with  angry  and  questioning  coUeagues  from  the  scientific  com- 
niunity,  reply  in  embarrassment  that  EPA  decisions,  have  been  and  probably  will 
cimtinuc  to  be,  based  upon  political  considerations  rather  than  fact.  Neither  the 
environment  nor  the  food  supply  are  served  thereby. 
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In  another  example  of  governmental  excess,  we  believe  there  is  a  basic  absurdity 
in  a  requirement  which  results  in  the  destruction  of  an  entire  meat  carcnsa  when 
residue  of  DES  is  found  only  in  the  animal's  liver.  Why  not  throw  away  just  the 
liver?  Imported  moat,  without  attached  livers,  is  not  so  regulated. 

Where  was  reason,  and  scientifio  input,  when  the  WUd  Horae  Act  stampeded 
through  Congress?  No  wildlife  biolo^t  or  range  manager  in  the  West  would 
support,  the  measure  as  written.  Now,  millions  of  dollars  in  wasted  resources  are 
being  squandered  while  truth  sneaks  in  enough  to  cause  amendments  to  malcc  the 
Wild  Horse  Act  workable. 

LABOR   AVAILABIUTV   IS   A    MA 


With  rising  unemplo3rment  justi&ible  concern  has  been  raised  about  security  for 
America's  workers.  The  sheep  producer  is  unable  to  depend  entirely  upon  our 
domestic  labor  force  to  provide  the  herders  and  shearers  we  need.  Perhaps  pro- 
grams should  be  developed  to  try  to  train  workers  for  the  sheep  Industry,  tut  for 
now  our  herder  needs  can  only  be  met  under  contracting  immigrant  laborers.  But 
here  a^in  we  are  hampered  becau!;e  a  smalt  number  of  administrators  in  the 
Labor  Department  fail  to  recognize  it  is  impossible  to  carry  flush  toilets  on  pack- 
horses  in  the  mountains.  We  support  reasonable  regulations  ensuring  proper 
working  and  living  conditions  for  imported  workers  in  the  sheep  industry,  but  the 
application  of  general  labor  regulations  to  the  sheep  industry  is  making  it  virtually 
impossible  tor  us  to  obtain  foreim  herders  when  we  need  them. 

Shearers  are  another  storj'.  No  provision  has  been  made  to  allow  entry  of 
immigrant  labor  on  a  seasonal  basis  for  shearing  of  sheep.  My  personal  shearing 
costs  have  risen  from  75  cents  per  head  four  j'eare  ago  to  51.25  per  head  this  year. 
Shearers  are  not  always  available  at  any  price. 

At  this  moment,  all  of  Western  agriculture  holds  its  breath  as  Congress  deter- 
mines the  appropriate  solution  to  the  illegal  alien  problem.  While  many  domestic 
jobs  are  no  doubt  taken  by  illegals,  in  much  of  the  West  the  choice  is  either 
employ  these  people  or  have  no  workers  at  all.  Hopefully,  that  distinction  will  be 
recognized  by  Congress. 

TRTJCEINO  WEIGHTS 

We  hope  Congress  will  hold  fast  to  heavier  truck  weights  on  highways.  It  was 
not  only  the  trucking  lobby  that  supported  such  legislation.  It  should  be  supported 
by  every  producer  and  consumer  in  America. 


The  high  cost  of  meeting  clearance  and  regulation  provisions  for  animal  health 
products,  pesticides  and  other  production  tools  discriminate  heavily  against 
smaller  industries  which  offer  less  lucrative  markets  to  manufacturers.  This  is 
holding  back  food  production,  and  offering  competitive  advantages  to  foreign 
producers  who  hoveapprovedproductaat  their  disposal  within  their  own  coim tries, 

MEAT  PACKER  BANKRUPTCIES 

We  are  very  concerned  over  the  potential  for  lamb  feeders  and  producers  to 
lose  an  entire  year's  income,  and  perhaps  their  entire  life's  work,  as  a  result  of 
the  bankruptcy  of  a  single  meat  packer,  as  has  recently  been  the  ease.  We  ask 
your  help  in  finding  a  solution  to  this  difficult  problem. 

THE  FRUSTRATIONS  OF  FRAGMENTED  REGULATION 

In  attempting  to  cope  with  our  predation  problems,  it  has  been  necessary  to 
deal  with  a  minimum  of  five  Federal  agencies.  To  a  large  eitent  this  is  true  for 
many  areas  of  concern  to  food  industries.  A  ruling  by  one  agency  contradicts 
what  another  agency  is  trying  to  accomplish.  It  is  terribly  confusing  and  costly 
to  the  industries  affected  and  necessitates  extensive  lobbying  efforts  and  manv 
expensive  trips  to  Washington  bv  people  who  should  be  home  producing  food,  ft 
is  costly  to  Government,  too.  wb^  not  establish  inter-agency  committees  to 
coordinate  policy  for  the  various  major  food  producing  industries?  Perhaps  each 
committee  could  have  a  chairman  or  spokesman  with  aulficient  authority  to  repre- 
sent all  of  the  agencies  to  the  affected  industry. 
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LEQISLAnVE  RBC0MUEKDATIOM3 

Specifically,  the  National  Lamb  Feeders  Association  requests  the  members  of 
thiij  Committee  to  consider  the  following: 

(1)  Legislation  to  professional! ee  (he  Environmental  Protection  Agency; 
and 

(2)  Rapid  and  proper  implementation  of  FIFRA; 

(3)  Reconsideration  of  the  Delaney  amendment; 

(4)  Effecting  an  evaluation  of  the  legitimate  need  for  both  domestic  and 
foreign  labor  for  food  production ; 

(5)  Enacting  reasonable  increases  in  the  incentive  level  for  wool  based 
upon  the  parity  index; 

(6)  Facilitating  availability  of  animal  health  products  for  smaller  industries ; 

(7)  Laws  permitting  the  highest  practical  truck  load  limit?; 

(8)  Supporting  continued  research  to  bring  about  more  efficient  food 
production ; 

(9)  Developing  safeguards  to  insulate  producers  and  feeders  from  catas- 
trophe losses  resulting  from  sales  to  bankrupt  parties ; 

QO)  Deriving  a  system  of  inter-agency  committees  to  coordinate  Govern- 
ment policies  affecting  food  industries. 
With  the  adoption  of  a  truly  National  policy  designed  to  encourage,  rather 
than  discourage,  sheep  production,  we  are  confident  we  can  significantly  boost 
the  world's  food  supply  and  with  no  adveree  environmental  impact.  Perhaps  if 
our  industry  were  sufficiently  strong  in  the  future  there  would  be  no  need  for  a 
Wool  Act.  Thank  you. 

Senator  Bellmon.  Our  next  witness  is  Mr.  Earwood,  President  of 
the  Texas  Sheep  and  Goat  Raisers  Association,  and  Dr.  Percy  R. 
Turner  from  Texas, 

Is  Dr.  Turner  with  you? 

Mr,  Earwood.  I  do  not  believe  he  is  here. 

Senator  Bellmon.  Does  he  have  a  statement? 

Mr.  Earwood.  No,  sir.  We  have  a  combined  statement. 

Senator  Bellmon.  Fine. 

STATEMEHT  OF  ABMEE  EAEWOOD,  BEFBESENIHIO  THE  TEXAS 
SHEEP  &  GOAT  RATSKBS  ASSOCIATION,  AISSSICAS  ANGOBA. 
GOAT  BEEEBEBS  ASSOCUTIOH,  AND  THE  TEXAS  ANOOBA  OOAT 
RAISERS  ASSOCIATION,  SONORA,  TEX. 

Mr.  Earwood.  Thank  you,  Mr,  Chairman.  My  name  is  Armer 
Earwood.  In  am  a  rancher  from  Sonora,  Tex,,  producing  wool, 
mohair,  and  beef.  My  statement?  today  are'  made  on  behalf  of  the 
Texas  Sheep  and  Goat  Raisers  Association,  American  Angora  Goat 
Breeders  Association,  and  the  Texas  Angora  Goat  Raisers  Associa- 
tion. These  associations  are  the  three  which  represent  the  angora  goat 
producers  of  the  United  States.  I  also  speak  for  myself  individually. 
-  Mohair  is  the  fiber  shorn  from  the  angora  goat.  It  is  used  in  sweaters, 
women's  and  men's  wear,  home  furnishings,  and  many  other  minor 
products.  Goat  meat,  Cab'rito,  is  a  delicacy  used  for  barbecuing. 

Production  of  mohair  in  the  United  States  for  1974  was  10  million 
pounds,  down  from  a  peak  of  30  milhon  pounds  10  years  ago.  This  re- 
duction has  beMi  caused  by  an  imbalance  oetween  the  increased  cost  of 
production  and  net  return.  Texas  produces  about  96  percent  of  the 
total  U.S.  mohair  clip.  Turkey  and  South  Africa  produce  8  to  10  mil- 
lion pounds  each. 

The  American  rancher  is  the  best  manner,  conservationist,  and 
environmentalist  in  th6  world.  With  management  plans  he  trans- 
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formed  land  that  supported  a  few  buffalo,  deer,  and  coyotes  per  section, 
into  grassland  that  now  can  supply  the  food  and  fiber  needs  for  much 
of  our  countfv.  Goats  play  an  important  part  in  this  plan,  since  thev 
prefer  eating  low  browse  to  grass,  thus  clearing  the  land  of  undsrbrush 
and  allowing  grass  to  grow  in  once  shaded  areas. 

A^cultural  producers  number  about  1  percent  of  our  population, 
yet  they  have  made  us  the  best  fed,  best  clothed  Nation  iil  history, 
at  the  lowest  c.mt.  Horn  can  anyone  allow  any  part  of  our  agricultural 
system  to  die  due  to  an  imbalance  caused  by  infiataon? 

Before  the  oil'  crisis,  we  achieved  a  balance  of  payments,  idrth  the 
help  of  agricultural  exports.  Mohair  played  its  part  in  helping  to 
reach  a  balance  since  more  than  half  of  our  clip  is  exported.  In,'  the 
poet  few  years  we  have  had  no  stored'  surplus  reserves  of  mohair 
anywhere  in  the  worid.  Manufacturers  have  expressed  concem  with 
decreased  production,  fearing  supplies  will  not  be  available  tor  main- 
tain, continiious  operatiiOB. 

Sheep  and  goats  are  the  most  effident  converters  ol  solar  eneisy. 
The  leaf  mechanism  converts  the  sun's  energy  iiito  food  and'  fiber 
directly  from  the  sun  at  no  capital  cost  from  a  noninterruptibl'e  source. 
Do  we  want  to  overlook  our  natural  fibers  in  the  time  of  a  dramaiic 
ftiel  shortage? 

Most  synthetics  are  made  from  petroleum  products,  but  not 
mohair  or  wool. 

Millions  of  acres  of  land  that  are  now  grazed'  by  sheep  and  goats 
are  too  arid  and  rough  for  farming.  Why  turn  this  acreage  into  un- 
managed  waste  lands  by  not  adequately  supporting  our  ihdustry? 
There  id  an  analogy  between  food  producers  ana  fiiel  fiber  producers. 
Quickly  the  world  turned  from  fuel  surplus  to  shortage;  quicMy  the 
world  15  slipping  from  food  and  fiber  siu'plus  to  shortage. 

Hopefully  the  fuel  crisis  ^vill  show  that  adequate  incentives  most  be 
ivevided  to  insure  an  ad^uate  suppfy  of  foed'  and  fiber. 

W«  wiUi  spend,  many  years  trying  to  become-  seU-suffieienH  in  en^n'- 
Agricultural  producers  are  im  serious  ecenomtc  conditions  and  iiit 
becomes  worse,  we  will  soon  have  a  new  crisis  to  add  to  the  energy 
^^Uem.  To  avoid  a  crisis  in  mohair  and  wool  production,  w&  of^r 
the'  following  proposal. 

We  propose  and  urge  the  Congress  to  conttmio  the  Wool  Act  as 
written,  putting  the  escalation  clause  mto  effect.  The  Wool  Act  has 
helped  guarantee  our  future.  Without  the  use  of  the  esaatatitsi  elauM 
{ffovid^  for  in  the  act,  however,,  the  whole  pirogram  ^vill  lose  its 
purpose  and  effectiveness.  When  the  Wool  Acb  was  wriAten  in  1954,  an 
mcentive  price  of  62  cents  on  wool  and  70  cents  oa  mohur  was  estah- 
lishedi.  It  was  determined  at  thatttme  this  difference  waaafair  rel&titn.- 
ship  of  the  true  value  of  the  fibers.  The  present  act  states  thaJi  the 
shorn  wool  level  shall  be  determined  bv  multiplying.  62  eesxte  times'  the 
indices  as  defined  in  the  act.  The  act  nirther  states  that  the  Secretupr 
shall  maiutaia  approximately  the  same  percenta^  of  parity  on  mohair 
as  for  shorn  wool.  Therefore,,  we  request  that  la  detomuning  future 
escalatiug  levels  70  cents  he  the  multiplier  used  to  calculate  the  in- 
centive prices  for  mohair. 

According  to  USOA'a  statistical  reportii^  service  resort,  "Tttsas 
A^culturaX  Prices>"  the  effective  paxity  pnca  ion  weed,  a»  of  3mr 
uary  15,  1975,  was  133,  with  mohair  169.  lii  asking  for  an  escalation, 
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using  the  formula  as  stated  in  the  act,  it  would  raise  the  level  ou  wool 
to  approximately  $1.03  per  pound  on  grease  basis,  and  $1.16  per 
pound  for  mohair.  I  feel  this  is  a  very  reasonable  and  just  request  as  it 
w  ould  only  make  the  1975  level  77  percent  of  effective  parity  on  wool 
and  69  percent  of  effective  parity  on  mohair. 

Other  commodities,,  such  as  cotton  and  feed  grains  have  escalation 
plans  available  to  them.  We  feel  that  wool  and  mohai;  are  no  less 
important  and  should  be  treated  on  an  equal  basis  t>y  allowing  the 
una  of  escalation  tied  to  cost  and  parity. 

Since  Texas  is  the  lai^eet  wool  and  me^Mir  producing  State,  we 
urge  you  to  help  ensure  vae  continued  raisinfi  of  our  products  to  help 
feed  and  clothe  the  world.  Let  us  act  now  to  prevent  a  disaster  for 
food  such,  as  occurred  with  energy. 

Thank  you. 

Senator  Hujjdleston  [presidijogl-  ITiank  you. 

Mr.  IS^AswQoo.  Mr.  ChainowL,  I  bftve  a  letter  hsce  &om  the  vice 
president  of  Burlington  Industries  concwriDg  vdth  our  statement.  I 
request  that  this  letter  be  made  part  of  the  record. 

Senator  Huddlbston.  Without  objection  it  will  be  included  in  the 
record. • 

You  make  a  good,  point  tha.t  the  land  being  used  for  graang  by 
gpa,therds  is  hacdly  usable  for  anyUune  else. 

Mr.  Earwood.  It  wasstated  earlier  mat  some  of  this  land  by  h&ving 
predator  problems  was  turned  away  from  sheep  and  goats  into  cattle, 
and  this  only  added  to  the  problem  more  and  more. 

Senator  Huddlebton.  Do  you  have  the  same  proM^ns  with 
predators  in  the  goat  busiBess  as  you  do  with  sheep? 

Mr.  Earwood.  In  fact,  they  may  like  them  a  little  bit  better.  They 
are  a  delica^. 

Senator  Huddleston.  What  is  involved  in  starting  ug.  &  herd?  If 
you  ore  forced  out  of  business  and  then  it  becomes  desu'able  to  go 
back  in,  is  it  a  long-range  proposition,  or  can  you  build  up.  a  goat  or 
sheep  herd  pretty  rapidly? 

Mr.  Earwood.  There  are  many  problems  involved.  If  you  go  back 
and  want  to  be  certain  that  yon  mould  not  have  a  predator  problem, 
and  that  you  would  have  a  reasonable  assurance  that  yon  would  have 
areasoQable  return  on  that  product. 

Senator  Huddleston.  Even  given  that  assurance,  is  it  physically 
a  time  problem  to  develop  a  herd? 

Mr.  Earwood.  This  takes  time  to  develop  a  good  herd.  It  takes  a 
lot  of  management  program,  breeding. 

Senator  Huddlbston.  You  cannot  reach  a  high  level  of  production 
overni^t  if  you  are  forced  out  of  business? 

ilr.  Earwqoo.  No. 

Senator  Huddleston.  Senator  Dole, 

Senator  Dole.  I  have  no  questions. 

I  learned  somethingi  which  you  do  if  you  listen  and  read.  We  have 
bad  testimony  now  aoout  10  days.  Of  course,  there  has  been  a  lot  of 
testimony  on  the  escalation  clause  as  applied  to  commodities.  This  is 
the  first  we  have  had  in  this  area.  Secretary  Butz  will  be  testifying 
tomorrow.  Perhaps  we  can  raise  it  with  him  at  that  time,  to  get  the 
Department's  attitude  on  it. 
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Mr.  Earwood.  This  escalation  has  been  written  in  the  act,  but  it 
lias  not  been  used. 
Senator  Dole.  Thank  you. 

Senator  Httddleston.  Thank  you,  Mr.  Earwood. 
[The  following  material  was  referred  to  on  p.  1039.] 

BURLINCTON  ISDOSTRIES  WoOL  Co., 

Son  ATigeh,  Tex.,  February  I4,  197S. 
Mr.  AnuER  F.  Earwood 
Poil  Office  Box  i)bit, 
Sonora,  Tex. 

I>£AR  Mr.  Earwood:  BuiUngtoD  Apparel  Fabrics  believes  in  using  our  U.S.A. 
"dompslic"  wool  clip.  We  arc  a  major  consumer  of  the  domestic  clip  and  b^eve 
that  the  marketiDg  system  now  being  used  ia  beneficial  to  the  wool  growers  of 
this  country. 

Most  of  the  wool  is  sold  each  year,  and  Iherc  has  been  no  enceseive  stockpiling 
of  this  product  in  our  country  because  of  the  incentive  program. 

Our  incentive  program  as  it  now  exbts  has  gj\en  the  U.d,  wool  growers  some 
fcononiical  stability  ia  the  price  of  the  product  he  sells,  and  it  also  benefits  our 
local  mills  in  that  they  have  been  able  to  buy  a  major  amount  of  their  wool 
requirements  in  the  U.S.A.  each  year. 
Bincerely  yours, 

Wylie  L.  McDosald,  Vice  President. 

Senator  HuDDLESTON.  Is  Mr.  Hirth  here? 

Mr,  Hirth,  welcome  to  the  committee.  If  you  will,  identify  yourself 
for  the  record  and  proceed  with  your  statement.  If  you  have  a  longer 
statement  for  the  record,  we  will  be  glad  to  include  the  entire  state- 
ment. 

STATEUEHT  OF  EUANimL  HISTH,  CHAZBUAK,  FEED  OEADTS  COM- 
UrCTEE,  UniTED  EOa  FBODTTCEBS,  UAHCHESTER,  COHH. 

Mr.  HiKTii.  Mr.  Chairman,  Senators,  my  name  is  Emanuel  Hirth. 
I  am  chairman  of  the  Feed  Grains  Committee  of  United  Egg  Pro- 
ducers and  serve  as  a  director  on  the  board  from  the  northeast  region, 
I  am  general  manager  of  Central  Connecticut  Farmers'  Cooperative 
located  at  Manchester,  Conn. 

Today  I  wish  to  present  the  views  of  United  Egg  Producere  relating 
to  the  much  discussed  and  needed  chang;es  in  the  Agriculture  ana 
Consumer  Protection  Act  of  1973- 1  have  with  me  todav  John  Pedersen, 
director  of  marketing  and  statistical  analysis  for  iTnited  Egg  Pro- 
ducers, who  will  assist  mo  with  any  questions  you  might  have  regarding 
this  testimony  or  other  matters  relating  to  the  commercial  shell  e^ 
industry. 

I  wish  to  express  the  regrets  of  Presi<lent  John  Wallace,  who  usually 
appears  before  congressional  committees  in  behalf  of  our  organiza- 
tion. Due  to  n  previous  commitment,  Mr.  Wallace  asked  that  as  a 
director  and  cluiirmiui  of  the  feed  grains  committee  that  I  pinch  hit 
for  him  hero  toiliiy. 

On  behalf  i>[  our  members,  I  wish  to  thiink  yon  for  this  opportumty 
to  relate  the  mutual  concern  egg  produceis  have  with  feed  grain 
producers  over  the  shortcomings  of  the  1973  farm  bill.  Certainly 
this  is  no  reflection  on  the  Members  of  tlie  93d  Congress  which  adopted 
the  measure,  but  rather  it  is  more  of  an  indication  of  the  rapidly  chang- 
ing economic  times  in  which  we  live. 
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The  problems  and  opportunities  of  all  segments  of  agriculture 
todiiy  are  without  precedent,  and  how  tlus  Congress  and  farmers 
around  the  country  react  and  adjust  to  meet  these  challenges  will 
ultimately  determine  our  future. 

Mr.  Chairman,  I  commend  you  for  scheduling  these  very  important 
lietirings  early  in  the  94th  Congress  and  j'our  recognition  of  the 
urgency  to  upgrade  our  ba.'iic  farm  legislation. 

United  Egg  Producers  is  a  national  federation  of  egg  marketii^ 
cooperatives  which  represents  commercial  shell  egg  producer  members 
in  every  State  of  the  United  States  except  Alaska  and  Hawaii.  There 
are  five  regional  egg  marketing  cooperative  members  affiliated  with 
United  Egg  Producers,  and  their  members  are  all  independent  egg 
producei-s.  Our  purpose  is  to  work  on  problems  of  our  producers  to 
improve  efficiency  in  production,  distribution,  and  marketing  of 
shell  eggs.  Our  headquartera  offices  are  located  in  Atlanta,  Ga.,  and 
we  maintain  a  Government  liaison  office  in  Washington,  D.C.  Our 
member  cooperative  offices  are  located  in  Norcross,  Ga. ;  Durham, 
N.ll.;  Davenport,  Iowa;  Tacoma,  Wash.;  and  Sacramento,   Calif. 

Anicricfi's  shell  ee;g  industry  is  totally  dependent  upon  a  healthy 
feed  grain  industry  in  the  United  States.  Unlike  some  segments  of  the 
live-stock  industry,  we  cannot  turn  our  chickens  out  to  pasture.  We 
cannot  feed  more  silage  in  place  of  com.  There  is  no  other  feed  grain 
as  equal  to  corn  in  a  (^hiclcen  feed  formula,  and  each  year  we  are 
highly  dependent  upon  soybean  meal. 

Feed  grains  such  as  oats,  barley,  grain  sorghum,  et  cetera,  are  a 
basic  necessity  to  the  poultry  and  egg  industries.  Therefore,  we  are 
greatly  concerned  when  domestic  or  international  events  affect  the 
welfare  of  our  Nation's  feed  grain  producers. 

During  the  hearings  which  have  preceded  tliis  testimony,  von  have 
heard  n  wide  range  of  recommendations  concerning  target  prices,  loan 
levels,  strategic  food  rcsen'es,  and  stabilization  of  prices. 

J  t  is  the  recommendation  of  United  Egg  Producers  that  this  Con- 
gre-is  adopt  target  prices  geared  to  a  level  slightly  below  the  average 
cost  of  production  of  the  commodity.  The  rapid  changes  witnessed  m 
the  cost  of  production  in  just  the  past  year  should  indicate  the  diffi- 
culty of  pe^ng  a  target  price  at  anv  fixed  figure.  As  inflation  continues 
to  hit  hard  at  the  farm  production  level,  any  target  price  adopted  now 
mav  be  obsolete  before  the  amendments  can  be  enacted. 

\Ve  suggest  that  such  target  prices  be  stipulated  in  terms  of  per- 
centage of  cost  of  production  for  each  commodity  and  that  the  range 
at  which  the  target  price  is  set  be  between  70  and  80  percent  of  total 

Production  cost.  While  this  level  will  not  assure  grain  farmers  of  a 
reak-even  position  should  supplies  be  grossly  in  excess  of  demand, 
neither  will  it  encourage  producers  to  grossly  overproduce,  since  they 
will  know  Government  will  not  bail  them  out. 

These  levels  should  remove  the  likelihood  of  outr^ht  bankruptcy, 
encourage  greater  efficiency  in  production,  represent  sufficient  encour- 
agement for  grain  farmers  to  produce  sufficient  supplies  for  projected 
market  demand,  and  lessen  the  need  for  Government  intervention. 
We  believe  the  below  production  cost  target  levels  we  recommend 
will  also  reduce  the  need  for  federally  held  commodity  reserves  which 
might  later  be  used  to  depress  grain  prices  and  encourage  overproduc- 
tion in  the  livestock  and  poultry  s^ments  of  agriculture. 
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Soybeans  hare  not,  in  the  past,  been  included  as  a  feed  grai 
eligible  for  price  supports  and  target  prices.  We  would  encourage  th 
committee  to  add  soybeans  to  the  target  price  list  and  permit  aoybea 
producers  to  have  the  same  price  protection  system  that  appues  1 
other  feed  grain  producers.  The  economic  importance  of  soybeans 
growing  each  year,  Prociucers  have  not  been  faced  with  the  need  U 
price  supports  in  recent  years,  but  as  more  and  more  production 
added  to  meet  market  demands,  and  as  input  costs  inflate,  the  nee 
forproduoer  protection  becomes  greater. 

Egg  producers  require  20  to  ;J0  percent  of  soybean  meal  in  fee 
formulas  requiring  high  protein  diets,  ft  basic  for  laying  hens.  Soybea 
meal  offers  our  industry  the  most  nutritionally  and  economicail 
available  source  of  high  protein  today.  I  might  add,  our  industry 
definition  of  economical  has  changed  somewhat  since  1971  whe 
soybean  meal  prices  seldom  peaked  over  $100  per  ton.  In  June  197; 
soybean  meal  peaked  at  $;iSl  per  ton. 

United  Egg  Producers  has  a  longstanding  policy  favoring  expoi 
licensing  and  monitoring  of  feed  grains  in  critical  supply.  Such  a  polic 
in  some  quarters  has  been  interpreted  as  counterproductive,  antjfre 
enterprise,  and  other  labels.  But  as  an  e^  producer,  I  can  tell  thi 
committee  that  without  some  form  of  Government  surveillance  ove 
feed  grain  exports  during  the  past  year,  the  producers  of  commercit 
eggs  might  not  have  survived. 

Likewise,  consumer  prices  for  eggs,  milk,  beef,  and  other  livestoc 
products  would  have  reached  exorbitant  proportions.  As  most  of  yo 
know,  the  fear  of  a  shortage  within  the  feed  grain  trade  sent  price 
skyrocketing.  It  was  only  after  the  current  monitoring  system  wn 
a<lopted  that  a  measure  of  stability  was  restored  to  the  grain  marke' 
United  Egg  Producers  believes  the  current  monitoring  system,  eve 
though  in  need  of  some  adjustments,  has  served  both  the  egg  farme 
and  consumer.  Moreover,  we  feel  it  brought  stability,  which  resulte 
in  a  leveling  of  consumer  prices  for  farm  ])roducts,  thus  aiding  in  th 
hair  of  galloping  inflation. 

We  urge  this  committee  to  strengthen  the  powers  of  the  Secretar 
of  Agriculture  in  this  area,  but  caution  against  the  misuse  of  th: 
power.  We  believe  export  monitoring,  licensii^,  and  even  contro 
should  be  implemented  when  obviously  needed.  Some  form  of  cor 
tiniious  monitoring  nee<ls  to  be  conducted  by  USDA  to  assure  bot 
the  farmer  and  the  consumer  protection  against  any  recurrence  < 
another  Russian  grain  deal.  We  call  it  the  Russian  fiasco. 

Attached  to  this  testimony  are  two  graphs  which  vividy  portra 
what  occurred  in  the  market  for  corn  and  soybean  meal  since  1971. 
These  graphs  also  reveal  why  the  cost  of  jiroducing  eggs  has  jumped  t 
new,  alllime  high  levels.  After  reviewing  thftse  graphs,  it  is  not  hard  t 
un(lerslan<l  the  egg  industry's  concern  with  events  in  the  grain  tradi 
Com  and  soybean  menl  refiresent  the  two  basic  ingredients  for  chicken 
feed,  which  represents  nearly  70  i)ercent  of  the  cost  of  producing 
dozen  eggs. 

As  the  markets  for  these  products  varv',  so  does  the  cost  of  producini 
a  pound  of  chicken,  a  <lozen  eggs,  a  quart  of  milk,  et  cetern.  The  graph 
also  give  an  observer  a  (juick  idea  of  the  rapid  adjustments  in  cos 
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vhich  our  industry  faced.  Input  costs  increased  more  rapidly  than 
di<l  farm  prices  for  eggs.  Even  though  we  experienced  last  year  scune 
of  tine  highest  farm  prices  fw  eggs  in  recent  history,  current  estimates 
indicate  that  when  all  the  information  is  in,  our  indutitry  will  have 
averaged  losing  0.9  cents  per  dozen  last  year. 

This  figure  represents  a  total  industry  loss  of  some  $51  milHon  in 
1974.  The  tables  attached  to  this  testimony  graphically  portray  tho 
financial  picture  of  the  egg  industry  beginnii^  with  1970.  Of  the  5 
yeaxiJ  includiag  1974,  the  e^  industry  has  recorded  only  2  years  in 
which  a  profit  was  realized, 

I*robably  the  most  discouragii^  aspect  of  this  no-profit  picture  is 
the  fact  that  since  1970,  the  e^  industry  has  each  year  adjusted  flock 
rises  downward.  These  reductions  have  decreased  the  annual  outputs 
of  vfgg^  for  the  Nation's  consumers. 

According  to  USDA  statistics,  the  Nation's  lajii^  flock  size  ha-f 
<iftc;lined  from  327  milhon  layers  on  January  1,  1971,  to  282  million 
on  January  1,  1975,  a  decline  of  14  percent  in  4  years. 

The  decline  in  layer  numbers  was  closely  associated  with  the  dechne 
in  family  enterprises  and  ineflicient,  underfinanced  lai^e  operations 
which  failed  to  adjust  to  the  changing  economic  conditions.  With 
production  and  marketing  costs  rising  sharply,  as  depicted  in  tables- 
2  and  ii  attached,  some  of  the  better  financed  firms  are  likely  to  ceas© 
*Sg  production  by  June  1975.  It  appears  unhkely  that  consuuiei' 
tie inan<l  will  continue  strong  in  face  of  higher  egg  pnces  which  will  be 
neoded  to  maintain  full  production  in  the  e^  hidustry. 

vSevera!  factors  liave  contributed  to  the  economic  dilemma  of  tho 
^g  industri'.  Current  economic  uncertainty,  however,  is  probably 
the  chief  culprit.  In  1971  and  1972,  many  bankruptcies  occurred 
because  our  industry  did  not  adjust  rapidly  enough  to  a  very  effective 
^larek's  vaccine  which  caused  better  layer  productivity  and  livability. 
Extremely  high  feed  prices,  as.sociated  with  $.300  to  $350  soybean 
["ChI,  kept  1973  from  being  an  excellent  year.  Returns  averaged 
■^  ttfnts  per  dozen  over  all  costs,  an  S-percent  return  on  investment 
that  year.  Pressure  on  the  industry  in  1973  came  from  shortages  of 
several  kev  items,  pha.se  II  of  the  economic  stabilization  program, 
the  price  freeze,  consuinei'  boycotts,  strong  world  demand  for  feed, 
^"rl  tt  decline  in  domestic  deinan<l  for  eggs. 

.  The.-^  last  two  factors  continue  to  confront  the  egg  industry,  but 
11  the  case  of  one,  declining  consumer  denuvnd,  the  e^  industry  in 
Jt  tempting  to  bring  about  ti  change.  Through  the  help  of  the  93d 
'-^>ngress,  t!ie  Egg  Research  and  Consumer  Information  Act  was 
passed  and  signed  into  law  by  President  Ford. 

This  legislation  provides  our  industry  witli  the  tools  necessarj'  to- 
'ollect  sufficient  funds  with  which  we  can  develop  research,  con- 
winier  education,  and  advertising  programs.  We  believe  that  through 
»  national  jirograin  of  consumer  education  we  can  effectively  reverse 
the  continuing  decline  in  egg  consumi>tion  witnessed  during  the  past 
J^everui  years.  The  egg  industry  has  been  somewhat  derelict  in  nob 
Jiaving  started  such  a  program  sooner.  We  have  been  unable  to  obtain 
■Siiffi'-ient  funds  with  which  to  conduct  large-scale  national  education 
Hiid  research  jtroerams  because  there  was  no  systematic  means  of 
collecting  fr«)m  allegg  producers.  Anvone  a-ssociated  with  agriculture 
knows  we  do  not  enjoy  the  same  fo."iury  as  our  commercial  coni- 
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petitors  who  can  build  in  a  margin  for  advertising  in  their  selling 
price. 

Likewise,  we  feel  agriculture  does  not  always  receive  equal  treat- 
ment from  Federal  regulatory  agencies.  One  recent  case  in  point  is  the 
rapidity  with  which  the  Federal  Trade  Commission  initiated  an  in- 
vestigation and  litigation  against  an  e^  organization  charging  false 
and  niisleiiding;  advertising.  The  oi^aiiiza  tion  has  sponsored  statements 
in  the  public  me<lia.  based  on  ample  research  data,  which  challenged 
claims  that  cholesterol  in  eggs  contributed  to  heart  attacks.  Mean- 
while, the  egg  inilustry  has  witnessed  no  public  action  by  FTC 
against  a  commercial  o_^  substitute  which  advertised  its  product  as 
having  "the  taste  and  nutrition  ot  farm  fresh  e^s."  Our  industry 
filed  a  complaint  with  FTC  against  this  advcrtismg,  backed  by 
evi<lence  from  a  laboratory  in  Florida  and  research  from  the  UniversitV 
of  Illinois  which  clearly  indicated  the  substitute  product  did  not 
measure  up  to  the  claims.  We  also  challenged  the  product's  label 
with  the  I'ood  and  Drug  Administration.  An  official  of  FDA  replied 
5n  a  letter  of  July  15,  1974:  "Both  we  and  the  firm  are  awaro  that  the 
product  is  at  present  not  completely  nutritionally  equivalent  to 
■egp^."  To  our  knowledge,  neither  FTC  nor  FDA  has  taken  further 
action  to  prevent  tliis  commercial  firm  from  "false  and  misleadii^ 
advertiKing."  On  the  other  hand,  it  appears  to  us  that  the  FTC  acted 
Avith  utmost  haste  to  challenge  the  statements  of  an  egg  industry 
oi^anization. 

One  coidd  also  consider  recent  announcements  bv  the  Justice  De- 
partment as  being  antiagriculture.  Press  reports  indicate  the  Depart- 
ment liiis  undertaken  antitrust  investigations  against  the  egg  and 
broiler  industries.  Yet,  these  two  industries — along  w4th  other  live- 
stock segmen(s  of  agriculture — have  been  the  hardest  hit,  profitwise, 
in  recent  years.  Certainly,  it  would  seem  that  if  pricenxing  had 
occurred  in  these  industries,  the  prices  would  have  at  least  been  fixed 
at  levels  above  production  costs.  It  appears  the  Justice  Department 
is  inclined  to  look  at  consumer  price  problems  at  the  place  where  the 
least  possible  resistance  might  oe  met.  Obviously,  a  few  food  store 
buyers  are  in  a  better  position  to  influence  price  than  are  thousands 
ot  egg  producers  scattered  across  the  United  States.  Reports  indicate 
also  that  the  Depiirlnient  plans  to  ask  Congress  to  amend  the  Capper- 
Volslead  Act.  Such  an  amendment  would  dimmish  the  value  of  farm 
cooperatives  which  continually  ai<l  independent  farmers  through 
volume  buying,  in  marketing  and  other  services.  We  look  upon  tie 
CapiJor-Volstead  Act  as  a  cornerstone  in  agricultural  <lemocracy. 
Wituout  cooperatives,  farmers  would  be  unable  to  join  together  for 
their  mutual  benefit  and  be  able  to  compete  against  the  lar^  con- 
glomerates now-  evident  in  agriculture. 

The  c^  industrv'  believes  it  can  help  meet  the  world's  need  for  h^h 
prott'in  food.  Following  the  discontinuance  of  the  commodity  disfri- 
bulion  progi-am  administered  by  USDA,  our  industry  has  been  hard 

fressed  to  find  additional  markets  for  dried  e^  mix  and  fowl  meat, 
n  lfl7;J-74,  the  lust  fiscal  year  of  USDA's  commodity  distribution, 
the  Government  purchased  9.5  million  pounds  of  scrambled  egg  mix 
which  represented  547,000  cases  of  shell  ee^.  The  withdrawal  ot 
USDA  as  a  purchaser  of  dried  eg^  products  has  left  us  without  ft 
needed  supportive  effect  dui-ing  low-price  periods.  Moneys  used  by 
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USDA  for  these  purchases  were  allocated  to  provide  rehef  to  the 
needy  and  to  bolster  si^^g  E^ricultural  markets  in  times  of  surplus. 
The  needy  were  transfemed  to  food  stamps,  but  a^cultural  industries, 
were  for  the  moat  part,  left  to  the  complexities  of  the  marketplace. 
USDA  still  buys  some  canned  boned  fowl  for  school  lunch  programs  . 
but  not  nearly  in  the  volume  USDA  utilized  in  the  commodity 
distribution  program. 

We  believe  dried  egg  mix  would  be  an  excellent  relief  commodity 
for  the  hungry  around  the  world.  It  can  be  packaged  in  small  or  . 
large  units  from  small  aluminum  foil  pouches  to  large  metal  drums. 
All  a  person  would  need  to  prepare  eggs  from  this  mix  would  be 
water,  fire,  and  some  type  of  utensil  for  cooking.  Canned  boned 
fowl  represents  low-priced,  high  protein  meat  which  can  be  preserved 
in  most  any  standard  can  size.  We  have  recently  investigated  through 
USDA  the  possibility  of  ep^s,  egg  products,  fowl  and  products  of 
fowl  being  included  in  the  Public  Law  4S0  programs.  We  have  been 
advised  that  resources  may  not  be  sufficient  to  meet  present  programs. 

In  conclusion,  let  me  point  out  that  egg  producers  arc  already 

East  the  crossroads  where  the  decision  on  future  production  plans 
ad  to  be  made.  We  are  reducing  our  flocks.  But,  it  is  not  too  late 
for  our  Government  to  take  steps  to  bring  about  fewer  egg  industry 
bankruptcies.  Government  actions  to  open  foreign  markets  tlirough 
reciprocal  trade  agreements,  to  assure  adequate  supplies  of  feed 
grains  for  U.S.  livestock,  to  utilize  eggs  and  fowl  in  feeding  the 
world's  hungry,  both  at  home  and  abroad,  and  to  encourage  all-out 
feed  grain  production  would  be  moves  which  would  remove  some 
of  the  uncertainties  now  confronting  our  industry.  This  would  en- 
courage egg  producers  to  continue  adequate,  efccient  production 
necessary  to  supply  our  nutritious  products  to  consumers  at  reason- 
able prices. 

Thank  you,  Mr.  Chairman,  Mr.  Pedersen  and  I  will  he  happy  to 
answer  any  questions  you  or  the  members  might  have. 

Senator  IIuddleston.  It  is  a  very  fine  presentation,  Mr.  Hirth. 

Do  you  have  any  questions  Senator  Dole? 

Senator  Dole.  I  have  no  questions,  I  think  most  of  the  testimony 
is  consistent  with  other  testimony  we  have  had  insofar  as  target 
prices. 

Mr.  Hirth.  Yes,  Senator.  What  we  try  to  make  as  clear  as  possible 
is  how  relevant  and  how  connected  we  are  to  tlie  grain  industry.  In 
other  words,  when  they  are  in  trouble,  we  are  in  trouble;  when  those 
prices  went  skyrocketing,  we  outpriced  ourselves. 

On  the  other  hand,  we  want  to  make  it  very  clear  we  sympathize 
with  the  grain  farmer  and  want  to  see  their  interests  protected  as 
much  as  possible.  Without  them  we  have  no  way  of  being. 

Senator  Huddleston.  Do  you  have  a  position  on  the  grain 
reserve? 

Mr.  Hirth.  I  mentioned  in  my  statement,  Senator,  we  said  that 
possibly  if  we  go  into  a  target  price  based  on  a  cost  of  production  a, 
grain  reserve  may  not  be  needed.  I  do  not  see  in  today's  economy 
now  wo  can  pick  a  price  today  and  see  what  it  is  worth  tomorrow. 
A  range  of  70  or  80  percent  of  the  cost  of  production  which  will 
insure  in  our  mind  two  thii^;  (1)  it  will  insui'e  the  grain  farmer  that 
he  not  go  bankrupt — he  will  not  go  boom  or  bust;  and  (2)  it  wiQ 
leave  it  to  the  free  market. 
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Senator  Hdddleston.  It  seems  to  me  what  we  are  saying  is  that 
inadequate  programs  are  causing  a  continuing  decline  in  capacity. 
More  people  go  out  of  the  egg  business,  sheep  business  or  whatever. 
We  are  creating  shortens  down  the  road,  and  nothing  causes  aa  in- 
crease in  price  like  shortages. 

I  think  there  is  justification  for  looking  at  the  overall  picture. 

Senator  Dole. 

Senator  Dole.  For  the  record  I  think  you  should  identify  your 
cohort, 

STATEMEirr  OF  JOHIT  FEDERSOH,  SISECTOB  OF  STATISTICAL 
ANALYSIS,  UMITED  EGG  PEODUCEES,  ATLAHTA,  GA. 

Mr.  pEDEHBON.  I  am  John  Pederson,  director  of  statistical  anah'sis 
for  the  United  Egg  Producers. 

Senator  Huddleston.  Senator  Bellmon. 

Senator  Bellmon.  You  pointed  out  the  fact  that  the  number  of 
layers  has  gone  down  14  percent  in  the  past  4  years.  Has  production 
per  layer  gone  up? 

Mr.  HiBTH.  Somewhat,  sir.  The  drug  industry  came  out  with  a 
new  vaccine  that  permitted,  prevented  a  lot  of  mortality  in  some  of 
our  flock,  so  that  did  increase  our  production  somewhat. 

Senator  Bellmon.  This  does  not  mean  we  are  getting  14  i>ercent 
fewer  eggs. 

Mr.  HiHTH.  We  will  get  very  close  to  it,  but  not  14  percent.  Correct, 
sir. 

Senator  Bellmon.  We  are  getting  fewer  egsfif 

Mr.  HiRTH.  Yes,  sir.  About  7  to  8  percent  less. 

Senator  Bellmon.  The  problem  in  the  Industry  is  consumption 
of  eggs  i-s  down. 

Mr.  HiRTH.  Yes. 

I  would  like  to  say  one  thing  for  the  record,  and  this  is,  I  am  talkii^ 
fls  a  farmer.  You  know,  agriculture  always  takes  the  blame.  We  are 
talking  about  consumption.  We  are  talking  about  higher  prices. 
"Wc  were  getting  for  our  product  less  than  the  cost  of  production. 
I  am  just  talking  about  last  year  when  the  consumer  ancf  the  house- 
wife, mcluding  my  own  wife  and  maybe  somebody  else's,  was  ready 
to  tear  the  farmer  down— finding  them  guilty  for  all  the  sins  that 
somebody  else  committed.  Our  people  were  actually  losing  money, 
and  certainly  somehow  we  have  to  make  people  understand  that  it  is 
jiot  the  farmer  who  is  making  it,  not  the  farmer  who  does  all  those 
things  that  we  hang  for  everybody  else  in  the  country. 

Senator  Bellmon.  I  remember  vi\'idly  carrying  eggs  into  the  back 
door  of  the  store  and  getting  a  quarter  for  them,  ana  then  going  out 
front  and  they  are  selling  them  for  50f(  a  dozen. 

How  much  is  the  margin? 

Mr.  HiRTH.  I  would  not  say  50  percent,  but  it  is  quite  a  margin. 
We  have  our  problems.  Believe  me,  it  is  not  the  farmer.  We  can  sub- 
iitantiale  that  any  day. 

Mr.  Fbder-sen.  25  to  30  cents  a  dozen  is  the  mai^n,  in  the  back 
<loor,  out  the  front.  In  some  areas,  like  near  say,  Los  Angeles,  maybe 
it  might  be  12  or  15  cents. 
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Mr.  HiRTH.  When  we  are  talking  in  cents,  this  would  be  about  35 
to  40  to  50  percent.  Is  that  correct? 

Mr.  Pedersbn,  Depending  on  the  price  of  eggs. 
Senator  Hcddleston.  Thank  you  very  much. 
[The  following  material  was  referred  to  on  p.  1042.] 
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Senator  Huddleston.  Mr.  Harold  Ford  was  to  appear.  He  is  not 
here. 

He  is  executive  director,  Southeastern  Poultry  Federation.  We  have 
a  statement  from  him  that  will  be  placed  in  the  record. 

[The  statement  of  Mr.  Ford  follows:] 


Mr.  Chairman  and  committee  memher^,  your  committee  is  to  be  commended 
for  recognizing  the  rapidly  changing  needs  ot  agriculture  and  for  involving  the 
committee  so  quictily  m  reviewing  the  Agriculture  and  Consumer  Act  of  1073. 

1  am  Harold  E.  Ford,  executive  director  for  the  Southeastern  Poultry  &  Egg 
Aesocifttion,  a  nonprofit  trade  organization,  whose  membership  is  engaged  in  the 
producing,  processing,  and  marketing  of  85%  of  the  nation's  frying  chickens, 
41%  of  the  commercial  eggs,  and  27':'o  of  the  nation's  turke}^. 

This  Btalomcnt  is  also  endorsed  by  the  following  Slate  associations:  Alabama 
Poultry  &  Egg  Association,  Georgia  Poultry  Federation,  North  Carolina  Poultry 
Federation,  Texas  Poultry  Federation,  and  Virginia  Poultry  Federation. 

Today  we  hear  a  lot  about  the  economy  being  in  a  "depression,"  some  say  it  is 
only  a  "temporary  recetwion,"  and  there  are  some  who  report  it  as  being  "just  a 
pause  in  the  economy."  Regardless  of  the  label  given  to  this  Nation's  economic 


„Google 


1049 

condition!),  there  are  poultrymen  who  nre  experiencing  bankruptcy.  In  1974,  the 
nverage  losses  for  poultry  companies  exceeded  30%  of  their  capitHi,  and  thdr 
loans  increased  by  96  percent. 

Heading  the  list  of  hardships  facing  the  poultry  industry  ie  the  wildly  gyrating 
feed  grain  prices  as  experienced  in  1 974.  The  ability  of  a  poultry  company  to  make 
a  return  on  its  investment  is  no  longer  dependent  upon  its  management  tech- 
niques, its  people,  their  ability  to  lower  cost  through  improved  efficiency,  and  all 
the  other  accepted  measuring  sticks.  Today,  it  is  the  producer's  position  in  the 
grain  market  that  det<?rmines  his  profit  and  loss. 

In  1974,  the  greatest  single  factor  in  determining  the  "profit  and  loss"  of  e. 
poullryman  was  our  federal  government's  decisions  on  grain  exports.  That  is  an 
outside  factor  totally  uncontrollable  and  unpredictable.  It  places  a  poultry  pro- 
ducer in  a  precarious  position.  Poultrymen  have  never  been  more  uncertain 
about  what  to  do  for  1975.  Will  there  be  sufficient  grain  supply?  What  are  the  cost 
estimates? 

Poultry  is  a  net  consumer  of  feedstuffs  and  fuel.  Both  have  been  wildly  fluctuat- 
ing in  supply  and  cost.  Under  such  conditions  the  orderly  production  planning  is 
disrupted,  productivity  is  harmed  and  results  in  a  reduced  production  of  finisRed 
foods.  The  poultry  industry  is  currently  experiencing  a  reduction  in  its  produc- 
tivity and  it  comes,  at  a  time  when  there  is  a  need  for  more  product  to  combat 
inflation  and  to  feed  the  world. 

Historically,  the  poultry  industry  has  supported  the  development  of  foreign 
trade.  It  continues  to  staiid  on  that  philosopliy.  However,  the  industry  does  ex- 

SreriS  great  nlurra  over  the  adverse  effects  that  grain  sales  to  other  nations  are 
aving  on  the  domestic  producers  and  tlie  consuming  public.  We  ask  that  the 
following  suggestions  be  considered; 

Continue  to  monitor  the  export  sales  of  grain  and  establish  an  export 
licensing  program  for  the  purpose  of  providing  an  orderly  movement  of 
grain  to  avoid  disruption  of  supply  and  gyrating  prices. 

Discontinue  the  lower  freight  rates  allowed  tor  grain  moving  for  export. 
This  is  a  form  of  subsidy  to  the  foreign  buyer  and  discriminates  against  the 
domestic  uwr  of  feed  grains. 

Review  policies  on  credit  terms  to  foreign  buyers  of  grain  that  are  not 
available  to  the  domestic  users  ot  grain. 

Iloqiiire  the  foreign  buyer  to  compete  on  at  least  equal  terms  with  domestic 
buyers  for  the  feed  grains. 

I'iitablish  a  program  to  promote  an  orderly  marketing  of  agricultural 
fecdstufl's  which  arc  the  basic  cost  components  of  all  meat  production  include 
ing  poultry  products. 

Government  should  put  forth  the  same  vigorous  efforts  in  removing  trade 

tjarricrs  against  U.S.  agriculture  products  as  demonstrated  in  removing 

trade  barriers  on  grains  to  other  nations.  The  poultry  industry  will  apply  it« 

ciTorts  to  develop  a  demand  tor  its  jiroducts  and  take  the  market  risk.  We 

must  have  our  government's  leadership  in  getting  barriers  removed  so  that 

free  trading  can  exist. 

.\s  your  Committee  reviews  legislative  needs  for  agriculture,  we  recommend  that 

you  once  again  seek  congressional  approval  for  an  Animal  Health  Research  Act. 

One  iif  the  most  helpful  governmentiil  ijrograms  to  aid  our  industry  in  achieving 

it.s  highly  productive  status  has  been  tlie  financing  of  bat^ic  and  applied  research. 

For  esample,  the  development  ot  a  vaccine  for  Marek'a  disease  is  an  important 

case  in  point.  That  basic  research  resulted  inasmuch  aa  a  10%  increase  in 

productivity. 

Research  is  also  needed  in  the  areas  of  energy  conservation  and  animal  feed 
nutrition.  Our  industry  is  greatly  disturbed  over  the  apparent  loss  of  funds  which 
had  ijccn  apjiropriated  f<.ir  researching  solar  energy  for  livestock  shelters.  Wo 
have  been  advised  that  the  Energy  Research  Development  Agency  has  elected 
to  withdraw  funds  for  such  research  for  potiltry,  in  favor  of  research  for  green- 
houses. The  poultry  industrj-  is  a  major  con.iumer  of  enei^  and  is  in  need  for  a 
more  economic  source  of  energy.  Solar  energy  lias  a  great  potential  and  we  seek 
the  Agriculture  Committee's  nelp  in  getting  research  efforts  applied  for  the 
industry. 

In  the  area  of  domestic  marketing,  it  is  known  to  each  of  you  that  the  poultry 
industry  has  demonstrated  abilities  to  provide  highly  nutritious  food  products  at 
economical  price  levels.  The  industry  has  a  desire  and  the  expertise  to  expand  more 
into  world  markets.  We  believe  that  foreign  trade  should  be  pursued  for  all 
agriculture  products  and  not  just  for  the  favored  few.  The  poultry  industry  will 
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me^t  the  chnllenge  if  not  n^traincd  by  gov-emment  actions  and/nr  in-actiorr:^ 
Becnusi-  of  our  government  trade  policies  the  poultry  industry  lua  experiencecL  i 
decline  in  exixms  and  in  1974  sold  less  products  than  in  1961.  The  Trade  Refoc-n 
Act  piuvied  by  Cangre-w  la^t  year  provides  encouragement  to  our  industry  and  wt 
express  our  appreciation  to  tnose  of  you  vho  RU|>ported  its  passage. 

The  agricultural  sector,  and  especially  the  poultry  indu-stry,  need^  the  attentitw 
of  the  cSenate  Agriculture  Committee  on  ^ome  of  the  "run-away"  govemineDt 
agency  regulations  whit'h  are  adding  to  the  financial  stre^.^:.  Regulations  vhick 
are  m.^wie  in  the  name  of  "lietler  environment,"  "safety,"  and  "wholesomeresi" 
sound  pleasing  and  desirable.  However,  manv  have  been  blundering  and  01 
conceived.  Regulations  have  been  placed  on  the  indu^trj'  in  a  relatively  short 
time  And  often  «ith  contradict or^'  regulations  i>etween  various  govenuneat 
agencies.  We  unw  your  Committee  to  seek  an  inter-agency  program  wherebj 
proposed  regulations  would  be  reviewed  to  determine  the  benetits  gained  in 
eomiiiirison  to  the  actual  need^  and  cost  to  consumers  and  to  determine  tha 
conflicts  with  regulations  by  other  government  og^neies. 

The  |.Hiultry  industry'  traditit>nfllly  has  resisted  any  form  of  government  ceo- 
trols  ov*'r  producti^in  and  prices.  We  uant  to  renew  that  opposition  at  this  time 
and  respectfully  ur^  your  Committee  to  oppose  wage:pricc  controls  except  in 
times  ot  absolute  naiiiin.-U  emei^ncy.  .\ny  action,  public  or  private,  which  hta 
the  elTeel  of  ivducinit  priMiucTivity  should  lie  restricted  and  prevented. 

t>n  behalf  of  over  14.000  pet-pie  who  derive  their  economic  livelihood  from  the 
poultry  industry,  we  exprt^s  i>ur  appreeistion  to  your  Committee  members  ftr 
iheir  efforts  in  the  potdtryman's  lieh^If.  Tliank  ;'ou. 

Senator  IIrDrtLE?Tox.  Mr.  .Tnhn  Dunn.  We  welcome  you  to  the 
conimiltoe.  Plou>e  iileiiiify  yourself,  mxii  yoUr  association  for  the 
record. 

STATEMENT  OF  roHIT  SUim.  PBESmEHT.  OELAHOHA  CATTIXMEFS 
ASSOCUTIOH.  WOODWABD.  OELA. 

Mr.  Drx\.  My  ntime  is  John  Dunn.  I  live  in  Woociward,  Okla. 
I  am  a  rattle  ranctior  an-i  feeiier.  1  i>tT>eni!y  serve  as  president  of  the 
Oklaliotna  CaitleinenV  Association  luul  as  itiaimian  ot  the  board  of 
the  Wrtidward  Produiiion  Cnnfit  AssoriaiioH,  a  cooperative  institu- 
tion loaning  nione\-  priiiiisrily  to  cattienieii  antl  wheat  farmers. 

On  behalf  of  the  iHMpie  I  represent,  jilease  arcejit  my  gracious 
appreciation  for  the  opportiiniiy  to  Ik>  heard  by  litis  re^iweted  com- 
mittoe.  For  the  interests  of  brcvi'.y.  I  will  simmiarize.  You  have  been 
here  all  day.  It  gets  back  to  a  problem  that  has  arisen  uithin  our 
indusirv.  This  is  the  jirompt  psiyn.ent  on  the  part  of  the  packers.  I 
will  talk  off  ih.e  cuff  InHauso  I  do" not  have  to  read  this.  I  know  what  I 
am  talkini:  abt^it. 

Abiv,it  70  jHT'-er:'.  of  The  srrnin-fed  eatile  are  sold  for  private  treaty. 
In  iho  last  llO  davs.  some  were — at  loasi  70  percent  of  the  cattle  have 
not  I'ven  iroiie  over  a  iiiarker.  Thev  have  been  sold  on  the  yellow  sheet. 
It  is  a  sheet  i>ut  out  ii\  i'lii-airo.  \  ou  have  heanl  about  it.  It  you  have 
not.  you  will  hear  n-.eiw 

Wo  do  not  know-  ii  i^  mani:",i!ated.  but  there  is  an  opportunity.  It 
rati  bt>.  They  at\'  soM  on  a  crade-atnl-yieM  basis.  I  invself — I  had 
some  v'a:tU>"at  Masters  f.>ed<ot  in  Garden  City.  They  tilled  370  of 
ihein  S  days  asro.  1  have  no;  sro:  any  money  yet  because  this  beef, 
:V.(-  ;>soker  kills  it;  i:  is  sen;  ou;  i*n  o:H'n  a'lount:  they  are  billed  on 
7  :o  'A  liavs'  iio;i>v  by  ;!ie  chain  stori's  avA  meat  brokers,  and  by  the 
tin-.e  :;ia;  "I  pn  my  nn'tioy.  ihosi'  ca'.tle  wiil  lie  cut  up.  sold  in  retail, 
if.ti  ttie  meat  eaten  liefon>  I  know  whe:i»er  that  check  is  good  or  not. 

When  I  come  in  ami  sell,  like  in  this  ins;anre.  it  is  ^ing  to  be 
&r.-.;::d  <!50.l\X"i  worth  of  lati'.e.  By  ;iio  time  that  I  get  this  money, 
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not  have  any  recourse  if  one  or  more  of  these  outfits  went 
it.  We  in  the  agricultural  industry,  for  instance  in  grain — ^you 
leat  farmer.  Senator  Bellraon  is. 

or  Bellaion.  I  think  you  have  insulted  the  Senator  from 
He  is  a  lawyer. 

)trNN.  Anybody  from  Kansas  has  to  be  a  wheat  fanner, 
or  Dole.  We  take  care  of  the  wheat  farmers. 
•dnn.  We  are  used  to  that.  If  you  think  our  banking  industry — 
1 1  happen  to  be  chairman  of  the  board — we  have  $34  milUon 
out  to  wheat  farmers,  cattle  feeders,  and  ranchers  in  the 
'  where  I  live.  It  is  a  cooperative  lending  agency.  If  you  think 
\  not  worried,  take  a  check  at  any  padier,  the  best  one  you 
kk  of,  the  most  blue-chip  you  can  think  of.  You  take  it  in 
e  will  give  you  a  deposit  shp.  He  will  not  apply  it  on  your  loan 
clears. 

ar  HuDDLESTox.  How  does  this  vary  from  what  has  been  done 
!cent  past? 

)dxn.  Because  this  American  Beef  has  gone  bankrupt  for 
IS  million.  Prior  to  that,  there  was  one  in  California,  2  years 
$4%  million.  Never  one  as  big  as  this. 

)r  HuDDLEsTox.  The  packers  are  not  able  to  give  you  a  check? 
>UNN".  Nineteen  percent  of  them.  There  was  a  USDA  study  2 
o.  They  went  in  to  see  the  packers.  It  revealed  that  19  per- 
faem  was  working  in  virtual  insolvency,  on  the  float.  You  have 
,  there  is  some  danger  in  this. 

prstand  Senator  Curtis  is  going  to  sponsor  some  legislation  in 
i.  I  understand  we  started  out — we  were  going  to  go  on  the 
iding,  that  this  was  going  to  require  a  brandnew  bureau, 
und  the  Packers  and  Stockyards  Administration  a  little  bit 
They  do  not  have  a  will  or  authority  under  the  act  to  give  us 
in.  They  say  we  are  to  be  paid  the  same  day  we  sell  the  cattle, 
the  bonded  market.  The  problem  is  that  a  very  small  percent 
cattle  are  sold  on  bonded  maxkets.  They  did  not  have  the 
r  the  will  or  the  authority  to  enforce  this,  and  we  did  not  want 
i  another  bureau,  contrary  to  some  of  the  people. 
J  sat  here  all  day  and  heard,  we  do  not  want  any  bureaus. 
is,  we  would  just  as  soon  the  Government  has  as  little  to  do 
business  as  they  can,  until  they  can  prove  by  the  Harris  and 
toils,  that  they  can  run  the  post  office  to  the  satisfaction  of  the 
of  the  U.S.  citizens.  That  would  be  the  time  we  consider 
hem  get  into  our  business. 

s  our  feeling.  I  would  like  to  make  one  point.  These  banks  and 
le  who  are  loaning  to  ranchers— I  will  read  this  to  3'ou — have 
lad  the  risk  of  drought,  flood,  pestilence,  disease,  dishonesty, 
irds  that  have  been  with  them  to  loan  the  money  to  any 
When  you  have  the  risk  of  this  bank  rupture  when  you  lose 
e  entirely. 

egative  factor  will  outweigh  any  positive  good  you  are  going 
om  emergency  livestock  loans,  and  we  have  been  trying  to 
of  those. 

iT  HuDOLESTON.  Have  they  been  effective  at  all? 
UNN.  Not  in  our  area.  Our  president  tried.  We  had  one  of  the 
id  it  took  us  a  long  time.  It  is  not  very  effective.  We  think  the 
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loan  limit  should  be  raised.  It  probabi}'  should  be  extended,  probably 
the  percent  of  loss  and  giiarantecd  to  the  loan.  It  should  be  raised. 

I  understand  Senator  Belimon  has  a  bill,  and  we  would  certainly 
favor  that. 

I  would  be  glad  to  answer  any  questions.  I  would  like  to  mention 
one  more  thing  that  is  not  in  my  statement.  That  is,  on  the  idea  of 
the  environmentalists.  We  think  closing  these  fertilizer  factories  up 
when  there  is  only  one  pei-son  in  a  township,  up  iu  western  Kansas 
because  thcv  are  polluting  the  atmosphere 

Senator  I)ole.  N'obody  has  died  out  there  because  of  pollution. 

Mr.  DoN'x.  We  think  that  probably  we  are  just  around  the  comer 
from  getting  environmentalists  on  our  side.  Cattle  feeders  are,  because 
Me  are  going  to  get  like  the  whooping  crane  and  the  black-footed 
ferret,  and  the  bald  eagle.  We  are  ^omg  to  become  endangered  species. 

Senator  Dole.  And  tlie  Kcpubhcans. 

Senator  Huddleston.  Thank  you,  sir.  We  appreciate  your 
testimony. 

Senator  Bellmox  Ipresiding].  Vou  mentioned  you  are  the  cbsirman 
of  the  boarti  of  the  Woodward  Production  Credit  Association.  Can 
you  tell  us  what  the  financial  position  of  the  customers  of  the  Wood- 
ward PCA  13  generally  now? 

Mr.  Dx:nn-.  .Senator,  wo  have.  I  think — \yq  are  going  to  have  about 
$80,O0O--'590,O00  in  lo:=ses,  ^\hich  we  do  not  think  is  bad,  of  a  loan 
value  of  over  SiiO  inilhon.  V/e  have  a  reserve  against  others.  The 
vasf  inniority  of  them  are  in  good  shape. 

Ill  our  area  of  northwest  Oklahoma,  we  are  almost  equally  divided 
between  feediot,  wheat,  and  range  cattle,  in  our  amount  of  money 
that  wc  lend,  and  the  wheat  farmer  has  been  in  good  phupe.  He  has 
had  2  good  years,  and  I  do  not  think  that  you  can  calegorize  from 
one  association  to  another,  because  the  management  of  these  tilings 
depends  on  people. 

\V'e  are  very  proud  that  we  have  stayed  on  top  of  things,  and  that 
we  have  not  got  ourselves  in  any  worse  problems  than  what  we  have. 

Scnnlor  Bei.lmox.  You  do  have  quite  a  bit  of  oil  in  tbat  part  of  the 
country. 

Mr.  Duxx.  That  is  vcr^'  important.  I  would  say  in  our  loan  territory 
and  into  the  one  to  the  south  of  us  in  Clinton — wliich  would  be  north- 
western Oklahoma — that  the  average  acre  of  land  in  lease  bonuses 
for  oil  reiitiil  and  the  delayed  rentals  there  have  run  at  least  $60  an 
acre  average  over  the  whoto  country  over  the  last  20  years,  whether 
there  liaH  been  oil  ]>roduction  or  not. 

There  arc  many  a  rancher  who  would  not  be  there  if  it  were  not  for 
that.  1  might  add  that  we  stand  for  deregulation  of  natural  gas.  and 
truthfully  we  think  that  if  they  would  give  those  oilmen  all  the 
credit  that  we  had  and  no  restrictions  and  lot  them  start  di^ng  holes 
in  the  grouiut,  they  will  break  the  price,  no  matter  what  the  tariff 
is,  just  like  the  wheat  and  cattle  pco]>le  do. 

Senator  Belljiox.  You  do  not  tliink  they  are  smarter  than  the 
wheat  growers? 

Mr.  DuxN'.  No  smarter.  Give  them  credit  and  turn  them  loose. 
Now,  ihev  arc  drilling  for  what  they  us^d  to  cat.  The  economic  situa- 
tion, oil  IS  high  enough  in  price,  natural  gas  is.  They  are  going  for 
what  they  used  to  throw  away. 
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Senator  Bellmon.  I  liave  not  read  your  statement,  John.  I  appre- 
ciate what  you  have  said  here.  Do  you  have  in  here  a  recommended 
solution  to  this  problem? 

Mr.  Dunn.  Our  i ecommetidation  was  legislation  on  the  national 
level,  just  to  make  it  against  the  law.  Whatever  the  court  decided 
was  proper  punishment,  a  fine  or  a  misdemeanor,  for  not  prompt 
payment,  but  to  give  you  a  check  the  same  day  that  they  receive 
your  cattle,  or  at  least  wire  payment  within  the  close  of  the  second 
day's  banking. 

Senator  Curtis  has  examined  the  bond  part  of  it,  I  understand. 
This  was  examined  at  the  American  National  convention  a  couple 
weeks  ^o.  That  was  something  that  would  require  an  army  to 
superintend.  We  thought  that  just  a  simple  law  administered  by  the 
Justice  Department  and  handled  like  using  the  mail  to  defraud  or 
embezzlement  or  bribery  would  be  a  better  approach. 

Senator  Bellmon.  A  requirement  that  the  cnecks  be  in  the  mail  by 
the  end  of  the  second  day? 

Mr.  Dunn.  Wire  payment  or  a  check  the  same  day  that  the  cattle 
changes  hands.  You  can  wire  a  check.  You  have  to  admit  it  gets 
kind  of  dangerous. 

Senator  Bellmon.  The  way  it  is  now? 

Mr.  DrNN.  Yes,  sir. 

Senator  Bellmon.  It  would  be  less  dangerous  if  the  check  were 
mailed  the  same  day? 

Mr.  Dunn.  Put  in  the  mail  the  same  day. 

Senator  Bellmon.  AIi^o,  it  would  be  some  saving  and  interest  to 
the  cattlegrower. 

Mr.  Dunn,  Yes,  some.  This  interest  thing— everybody  has  had  a 
free  tide  because  actually  there  have  been  very  few  of  the  packers, 
the  chainstores,  or  the  brokers^ — their  float  handles  it  fiom  the  time 
they  get  it.  They  do  not  keep  it  verj'  long.  Each  one  passes  it  on. 

I  might  add  when  you  go  to  the  chainstore,  you  do  not  get  past 
the  cash  register.  You  pay  when  you  come  out  of  there.  They  run 
their  business  better  than  we  do. 

Senator  Bell>[ON,  If  we  pas.s  a  law  along  the  lines  j'ou  are  recom- 
mending, do  you  recommend  that  the  wholesaler  pay  the  packer  the 
same  day?  I  think  if  the  packer  had  to  pay,  that  he  would  make 
those  people  pay. 

Mr.  Dunn.  I  would  also  add  that  the  slowest  pay  is  always  the 
U.H.  Government,  It  takes  about  35  days  to  get  your  money.  They 
just  Mickey  Mouse  lecords  around,  pass  it  from  one  department  to 
another  and  fill  our  warrants.  That  is  what  reliable  meat  dealera 
have  told  me. 

Senator  Bellmon.  You  might  put  the  Government  in  jail. 

Mr.  Dunn.  It  would  take  a  big  one. 

Senator  Bellmon.  I  have  no  further  questions.  We  appreciate  your 
tesdmrmy. 

Mr.  Dunn.  Thank  you,  gentlemen,  for  the  opportunity. 

[The  prepared  statement  of  Mr.  Dunn  follows :) 

Statement  op  John  Dunn,  Presidknt,  Oklahoma  Cattlemen's  Aesoci*TiOM, 
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men's  Associntion  and  bh  chainnan  of  the  hoard  of  the  Woodward  Production^ 
Credit  Asaociiition,  a  cooperutivo  inatitutioa  toaoing  mooey  primarily  to  cuttle-— 
mpn  and  wheat  tiirmers. 

On  behalf  of  the  people  I  represent,  please  accept  my  gracious  appreciation  forr 
the  opportunity  to  be  heard  by  this  respected  committee. 

I  wUl  omit  any  protest  fur  the  disastrous*  impact  of  meat  imports  on  our  cripple<S 
industry  hecaut^e  I  itnow  you  have  beeu  well  briefed  by  other  Bpokcamen  for  th^ 
livestock  business. 

I  would  address  my  principal  remarks  toivard  the  problem  of  deferred  paymen-fc 
by  packers,  meat  brokers  and  retuit  chains  for  live  cattle  and  dressed  beef. 

We  ha\e  a  law  on  the  Ijooks  that  soys  cattle  are  to  be  paid  for  the  same  day  that 
a  change  in  pos-session  takes  place.  This  is  adhered  to  only  at  bonded  public  nar-- 
kcts.  The  Packers  and  Stockyards  Uivision  of  the  USDA  in  supposed  to  enforce 
tliis  law  in  all  transacticns  but  they  cither  have  not  the  people,  the  full  authoritv, 
or  the  will  to  do  .so. 

The  PAS  widely  ignores  enforcement  except  at  the  bonded  public  markets, 
as  I  have  previously  etated. 

The  majority  of  cattle  are  sold  at  private  treaty  out  of  feedlots  to  packers  or 
slawgliter  interests.  If  they  are  on  hoof,  the  seller  may  not  get  n  check  for  >^versl 
.  days.  If  the  anitnals  are  sold  on  a  carcass  yield  baMis  it  will  be  tiiree  to  four  days 
before  a  chtck  is  iiiailod  to  ihe  ])rnducer. 

In  either  instance  by  the  time  the  producer  banks  his  check  (The  banker  nnw 
holds  it  as  a  colkction  item)  and  the  check  goes  through  one  or  more  reserve 
banks  and  gets  buck,  twelve  to  eighteen  days  will  have  gone  l>y. 

The  clieck  may  come  l)ack  marked  "inMifficient  funds    or  the  packers  may  have 

Sone  into  one  <ii'  several  ty|jes  of  legal  insolvency.  In  either  case  the  cuttle  have 
een  killed,  the  drcsr:ed  carciw  broken  down  into  primal  cuts,  and  the  meat  liold 
At  rct.iil  before  the  producer  know^i  fur  sure  whether  his  check  is  "good"  or  not. 
Jf  tlie  check  is  "l)ad"  or  the  packer  h:is  become  insolvent,  there  is  no  wiiy  the 
produc(:r  Piin  recover  hii  cattle,  lietause  when  tliey  are  killed  and  cut  up  thev 
lose  th(-ir  ideality  and  become  ii  part  of  a  defunct  company's  accounts  recei\-ablp. 
The  "float"   while  the  checks  are  in  transit  has  lonft  enabled  the  packer  to 
avoid  the  ititeresl  on  owning  much  nie:il  in  inventory.  The  broker  who  buys  the 
meat  may  p:>y  on  seven  to  fourteen  days  Ijiliing.  He  in  tiini  may  break  and  sell  car- 
casses I o  retail  nutlets  on  a  similar  lengthened  hilling  period.  From  the  time  liie 
steers  h'ft  the  tiinn  until  thev  are  sold  at  retail,  the  fanner  has  had  to  stand  the 
intere-!t  <m  the  niimey.  He  has  l>t:en  accustomed  to  this  injustice  for  many  years, 
Nciw  a  new  diiuoiisiim  has  Iweome  eoiiiniun  enough  to  alanu  nil  seRments  of  liie 
indusin-   I  rrfer  to  iasolvcncv  i.f  aiiv  si-fjment  of  the  distrilmtion  chain. 

A  rei-ent  USDA  sIMdy  revealed  thai  nineteen  percent  (19%)  of  the  packers 
were  virttiallv  openitins'iii  in^olvciiey. 

The  banks  ;>Ti<i  oilier  lenders  who  linance  the  rancher  and  feeder  have  always 
had  the  risk  of  drought,  flor.d,  pestilence,  dise:isc,  and  dishonesty  as  hazards  I" 
contend  with.  The  risk  of  insolvency  at  any  p..int  in  the  marketing  chain  may 
cause  the  producer  to  hisc  his  rattle  entirely.  This  riak  must  he  removed  or  tiie 
neginivc  factors  in  the  mind  of  the  Ic-nder  will  far  outweigh  any  positive  good  the 
Coiigre.-.s  <':m  elfc^ct  ihrouKh  emerKency  li\-estock  loans. 

Nei)ra,-ka,  K:in-:Ls,  iiiul  Okl;ili.iai:i,  to  name  thrci-,  are  working  on  prompt 
piiyineiil  Ifnislalion  ;il  (he  sl:ile  k'vel;  but  to  be  very  edective  a  national  law  is 

Ii  is  our  lieiief  I  li:it  to  eliminate  the  risk  the  packer  should  tender  a  check  when 
Ihi-  eattle  are  weighed  t-r  put  ii  in  th"  niiiil  to  the  producer  the  same  day.  An 
all'Tiiaiivelnihisri'uMlie  « ire  ]iavnienl  from  the  p.'^ckor's  liank  to  the  producer's 
bank  not  later  tliim  the  close  of  the  second  lianking  day  after  the  cattle  change 

la  the  e-tse  of  ;i  e;ireass  vield  transaction,  the  payment  interval  would  be  from 
the  time  llie  gradina  of  ihe  beef  . .tears.  " 

Ii  is  not  iiur  iniiiii  t'l  ]>rii;ilizi'  ilie  marketing  end  of  the  eattle  business,  bat 
f.T  the  paeker  t.i  i,:iv  tlie  i.r."iiii-.r  pr.iiiplly  would  in  most  instances  require 
the  l,ri.kerli>  jiay  proinplly  and  the  ret.iiier  would  have  ti>  pay  Ihe  Imikcron  the 
s;inie  interval. 

Tliis  will  eaii<e  ^olne  iofn-st  e\pcn-i'  to  the  ni-irketing  chain,  that  is  being 
borne  at  this  lime  iiv  the  produrer.  We  feel  this  is  tbe  liei-l  approach  we  eau 
laki'  ti.  r-duee  the  r;-k  of  l,>-ing  all  our  caltle  on  :i  b:id  ileal. 

The  e:irniiiKs  of  .\  &  P  Stores,  one  nf  the  nuiion's  largest  retail  chains  r<)se 
772%  from  l'J7H  V  I'JTl.  In  the  -nine  interval  SupcT  Vabie  (^tores'  eaniings  only 
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^'cnt  up  100%.  This  18  in  contrast  to  cattlemen's  losses  in  the  same  period  in 
excess  of  three  billion  dollars. 

VVc  feel  it  is  time  they  paid  up  their  share  ot  feeding  the  American  consumer. 
If  we  cattlemen  from  Oklahoma  could  have  our  way,  the  enforcement  of  national 
legislntion  with  teeth  in  it  should  be  placed  in  the  hand»)  of  the  Justice  Department 
ailing  with  embezzlement,  fraud,  bribery,  or  any  other  crime. 

W^  specifically  would  bypa.sa  any  further  use  of  the  P  &  8  people.  They  are  too 
burdened  with  bureaucracy  and  too  slow  to  be  of  much  use  in  this  case. 

We  look  to  you  and  the  U.S.  Senate  for  leadership  in  this  legislation  and  will 
assist  in  any  way  that  we  can. 
Thank  you  kindly  for  hearing  our  expression  of  need  and  concern. 

Senator  Bellmon.  The  committee  will  stand  adjoumed  until  10 
a.m.  tomorrow  morning. 

[Whereupon,  at  3:40  p.m.,  the  committee  was  adjourned,  to  recon- 
vene at  10  a.m.,  Thursday,  February  20,  1975.] 

[The  following  statements  were  subsequently  received  for  the  record  i[ 
South  WEi 

Hon.  IIKRM.1.N  E.  Taluadge, 
U.S.  Senate, 

Old  Senate  Oftce  Building, 
Washington,  D.C. 

Dkah  Sksatoh  Talmadgb:  At  the  hearing  on  Wednesday,  February  19,  there 
was  coni^iderable  criticism  of  the  present  policy  of  the  Department  of  Agriculture 
of  rcfuHing  to  sell  surplus  peanuts  for  diversion  tor  domestic  crushing  or  export 
at  less  than  lOQiJi  of  Hiipport.  As  I  recall,  no  one  at  the  Hearing  supported  this 

yoiicy  and  witnes.ies  consistently  pointed  out  the  harmful  result'^  of  the  policy, 
will  not  here  repeat  the  criticism  ot  the  policy  since  the  record  ot  the  February  19 
He.  h  m     d  q 

A  ng  sses  ked  m  mm     d  changes 

int  TSih  mPnh  A  hpi  submit 

a  r  d  h  mp  h  g  ses: 

p  h     D  p      m  Agr  d    re  to  its 

p  h      gh  3       9 

h  p      m  Ag  d  approxi- 

0  hp  hgsdh  ■d 

mhp  hbgingh  ng  year 

b  it    n    K         A,  g  9 

Serv  h  n  ec  dghdd  food  to 

8P    P  P  d 

The  Southwestern  ^'e.^nllt  Shellers  Association  recommends  that  the  Depart- 
ment, .It  once,  announce  that  it  will  immediately  inalce  available  to  the  starving 
ppopl'-w  in  variotts  parts  iif  the  worid  200,000  tons  of  peanuts.  These  peanuts 
would  he  shelled,  shredded,  and  shipped  to  areas  ot  need  in  countries  that  are 
But  producers  ot  peanuts.  Furthermore,  at  the  same  time,  the  Depnriment  would 
arm.iunce  that  bcginuirift  April  1,  l!)7.'),  it  will  set  aside  an  additional  2.".,000  tons 
i>f  peanuts  e.ich  week  fur  the  above  humanitarian piiqioses  until  the  |)<]);irtment 
is  nhle  111  sell  surplus  peanuts  for  domestic  crushing  or  export  at  its  announced 

We  believe  that  the  above  proposed  program  will  result  in  international  liuyers 
purdl:l^ing  approxi mutely  200,000  tons  at  the  Department's  minimum  announced 

At  Ihe  present  time,  there  is  considerable  disbelief  in  expori  circles  that  the 
De|i:irlment  will  be  f<Hilhiirdy  enough  to  adhere  to  its  present  policy  through 
July  of  107.).  This  uncertainty  oimtinues  to  depress  the  market.  This  uncertainty 
will  lie  removed  eompleiely  by  the  adoptiim  ol  the  above  recommendation. 

Furthennorc.  by  adheritiR  to  its  present  |»oUcy  without  adopting  some  program 
a*  recommended  above,  the  Department  will  eontinuu  to  hold  apiintxlmately 
41)0,000  tons  of  peanuts  that  arc  perishable  and  that  ultimately  will  result  in 
staggering  losses  to  the  government. 

The  Southwestern  Peanut  Shellei-s  Asso( 
Committee  urge  the  above  rccomnicndatio 
Sincerely  yours, 


„Google 


This  statement  ia  tiled  on  behalf  of  the  American  Honey  Producers  Associatioo 
and  its  member  (inns.  We  want  to  ask  the  Committee  to  seriously  consider  a  pro- 
gram for  honey  in  any  new  farm  Ic^lation. 

Our  recent  convention  in  San  Antonio,  Texas,  favored  on-the-(ann  storage 
loans  at  90%  of  parity.  " 

Authorization  for  mandatory  support  program  for  honey  at  the  rate  of  60  to 
90%  was  a  part  of  the  1949  Farm  Bill,  The  program  has  worked  quite  well.  It 
was  not  difncult  to  administrate  and  the  beekeepera  made  use  of  the  program 
when  the  need  arose.  The  Department  of  Agriculture  authorized  an  on  the  rarm 
loan-storage,  which  gave  the  beekeeper  an  opportunity  to  borrow  needed  capital 
until  he  could  market  his  crop  in  an  orderly  manner. 

The  program  was  best  described  us  a  shot  in  the  arm  for  the  beekeeper  during 
the  past  25  years  and  it  has  cost  the  government  very  little  money. 

In  November  1974  the  Department  of  Agriculture  terminated  the  loan  pro- 
nani.  Their  reasoning  was  that  very  few  beekeepers  were  using  the  program. 
Regulations  to  provide  for  receiving  honey  under  the  support  program  without 
the  loan  feature  will  appear  in  the  Federal  Register  in  a  tew  days. 
"^  ■' ?  Deps *     ■  -  -  '-         ■     ■ 


i  agree  with  the  Department  about  fewer  beekeepers  using  the  program. 
The  current  good  demand  for  honey  at  high  prices  simply  means  that  some  bee- 
keepers do  not  need  financial  a.Hsistance  aa  in  the  past,  but  this  certainly  doesn't 
mean  that  a  seller's  market  will  continue  or  thtit  nur  newcomers  will  not  continue 
to  need  tinancial  assistance.  Discontinuance  of  the  loan  program  will  encourage 
"panic"  selling  which  generally  cost  the  producer  dearly. 

We  would  liKe  the  Committee  on  Agriculture  to  consider  an  amendment  to  a 
Dew  farm  bill  that  would  provide  for  loans  on  the  form  and  a  high  percentage  of 
parity. 
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AGRICULTURE  AND  ANTI-DEPRESSION  ACT  OF   1975 


THUBSDAT,  PEBBTTAItT  20,  1975 

U.S.  Senate, 
Committee  on  Agricultdbe  and  Forestht, 

Washingt&n,  D.C 
The  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  324; 
Russell  Senate  Office  Building,  Hon.  Herman  E.  Talmadge,  chairman 
of  the  committee,  presiding. 

Present:  Senators  Talmadge,  McGovem,  Humphrey,  Huddleston, 
Clark,  Stone,  Leahy,  Dole,  "loung,  and  Helms. 

STATEMENT  OF  HON.  HESUAN  E.  TALUADOE,  A  11.8.  SENATOB 
FEOM  THE  STATE  OF  GEOBGU— Resumed 

The  Chairman.  The  meeting  will  please  come  to  order. 

We  are  honored,  indeed,  to  have  with  us  the  Secretary  of  Agriculture. 

If  there  are  no  objections,  I  think  we  should  permit  him  to  take  as 
much  time  as  he  sees  fit  for  his  testimonj'  and  then  restrict  Senators  in 
their  interrogation  to  10  minutes  for  the  first  round  and  if  they  want 
more  rounds  than  one,  10  minutes  on  the  second  round,  10  minutes  on 
the  ihird  round,  if  they  so  desire. 

Please  don't  interrupt  the  Secretarj-  during  his  statement.  You'll 
get  an  opportunity  after  he  completes  his  statement. 

Any  objection  to  that  procedure? 

Mr.  Secretary',  in  view  of  falling  prices  for  most  agricultural  com- 
modities and  rapidly  rising  cost  of  production,  we  have  asked  you  to 
meet  with  us  in  this  critical  situation  and  discuss  ways  and  means  of 
alleviating  some  of  the  apprehension  and  gloom  that  hangs  over  our 
Nation's  farmers.  You  «ill  recall  that  the  Senate  in  1973  approved  the 
bill  providing  tai^t  prices  for  wheat,  $2,28  per  bushel,  com,  SI. 53, 
and  cotton  43  cents  a  |>ound. 

We  also  provided  the  cost  of  production  escalation  would  have 
been  effective  with  1975  crop. 

Had  the  Senate  i)roposal  been  enacted  into  law,  the  tai^et  prices 
for  1975  wouljl  be  $2.64  for  wheat,  S1.77  for  corn,  49.6  cents  a  poimd 
for  cotton  instead  of  $2.05,  $1.38,  and  38  cents  facing  our  wheat,  corn, 
and  cotton  producers. 

We  have  heard  almost  2  weeks  of  testimony.  The  overwhelming 
weight  of  the  testimony  is  that  fanners  are  hurting  and  hurling 
badly. 

Tiiey  want  assurance  that  the  bottom  will  not  fall  out  and  devastat- 
ing bankruptcy  result. 

We've  heard  that  existing  tai^et  prices  and  loan  levels  are  totally 
unrealistic. 

(1057) 


,y  Google 


1058 

Wliat  are  we  to  do? 

We  need  your  help  and  guidance. 

We  hope  that  your  response  will  lead  to  an  accommodation  rather 
than  confrontation. 

We  hope  that  we  can  work  with  you  to  prevent  a  depression  in 
rural  America. 

We  do  not  want  to  wait  until  rural  America  collapses  before  we  take 
corro<tive  action. 

Mr.  Secretarj",  you  may  proceed  in  any  manner  you  see  fit. 

STATEMENT  OF  HOH.  EARL  L.  BUTZ.  SECRETARY  OF  AGRICUITURE, 
U.S.  DEPARTHEKT  OF  AGEICULTTIRE 

Serretary  Butz.  Well,  thank  you,  very  much,  Mr.  Chairman, 
gentlemen  of  the  committee.  I  have  a  prepared  statement  that  runs 
18  (ypewritten  pa^es.  I  think,  with  your  permission,  Mr.  Chairman,  I 
would  like  to  simply  have  that  inserted  in  the  record. 

Tlio  Chairman.  Without  an  objection  it  will  be  inserted  in  the 
record  in  full  and  you  may  proceed  as  you  see  fit. 

Secretary  BuTz.  Well,  thank  you  very  much  and  then  if  I  can  have 
about  10  or  15  minutes  of  general  discussion,  I  would  like  that- 

Tho  Chairman.  You  can  take  all  the  time  you  like. 

SenTtnry  BuTz.  And,  then,  I  think  we  can  best  addres-s  ourselves  to 
these  problems  if  wc  open  it  up  for  diii;us.-iion.  As  I  sit  here  I  recall 
the  occasion  :S  years  and  -3  months  ago  practically  that  1  sat  in  this 
room  as  the  nominee  for  the  position  I  now  hold. 

At  that  time  there  was  a  great  deal  of  interest  in  the  attitude  of  the 
new  Secretary  and  a  great  deal  of  division  in  the  Senate  on  his  quali- 
fications for  the  post.  A  great  deal  of  division  in  this  committee  on  his 
quahfirations  for  the  post.  I  guess  that  hasn't  changed.  As  I  came  in 
tills  morning,  I  was  handed  a  copy  of  a  news  release  by  Senator 
MrGovern  callin*;  for  my  resi'^nation.  I  guess  the  situation  hasn't 
ch;in?ed  in  '.i  years,  Geoi"ge.  (I.nughter.] 

At  least  you  are  consistent,  "i'ou  voted  against  my  confirmation 
3  years  ago.  The  times  were  tough  3  vears  ago.  Agriculture  was  bur- 
dened with  tremendous  surpluses.  We  had  large  Government  pay- 
ments going  out  to  our  farmers — fann  income  was  low,  the  programs 
we  had  had  hadn't  worked  too  well.  Our  ex])orts  were  nowhere  near 
their  present  level.  And  times  were  tough.  Farmers  were  apprehensive. 
This  <'oininittee  was  apprehensive  about  the  condition,  of  ti^ri culture. 

We've  come  through  some  vcr\-  rajiidly  changing  jears  in  the  inter- 
vening -i  years.  And  we  are  again  at  a  critical  time  as  you've  just 
Hai<I.  t'osts  are  rising.  Some  pnces  are  falling.  Some  have  fallen.  The 
indexes  of  prices  received  by  farmers  on  January  15— tKe  most  recent 
index  we  had^was  down  12  jiorcent  from  1  year  earlier.  The  index 
of  prices  paid  by  farmers  on  January-  15  was  up  14  j)ercent  from  1  year 
earlier.  1  don't  know  of  any  major  sector  of  the  American  economy 
that  has  taken  a  12-[iercent  decline  in  prices  received  in  the  last  year 
as  wc  lalk  about  the  inflationary  impacts  on  our  society.  1  think  our 
farmoi-s  are  making  n  tremendous  contrihuHon  and  sometimes  sacri- 
ficial contribution  to  this  matter  of  controlling  stopping  the  rising 
prices.  Costs  are  up.  One  of  the  <laiigers  here  is  thai,  farmers  always 
sell  on  a  fluctuating  market.  Cattle  prices  are  low  now.  A  year  ago 
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tlipy  were  as  much  too  high  as  they  are  too  low  now.  Grain  prices  rose 
a  11(1  they've  come  down.  I  don't  see  anybody  rushing  forward  to  knock 
S;S,000  off  the  price  of  a  120-horsepo\ver  tractor,  I  don't  see  anybody 
rushing  forward  to  knock  $3,000  or  $4,000  off  the  price  of  a  combine 
or  a  cflttonpicker.  When  costs  farmers  pay  go  up  they  tend  to  stay 
up  in  one  of  the  unfortunate  situations  we  are  in.  And  I  want  to  tell 
you  that  we  share  the  apprehension  you've  just  indicated  here  about 
agriculture  and  the  position  of  our  famiera.  We  have  taken  a  position — 

1  think  a  strong  ]>osition — and  I  have  personally  in  the  3  years  I've 
l>epn  Secretajy^that  the  beat  way  to  assure  a  full  flow  of  food  and 
fiber  in  our  country  from  our  farmers  is  to  put  some  profit  in  agri- 
culture. And  I've  been  criticized,  Mr.  Chairman,  as  you  nave  yourself, 
for  making  statements  that  our  farmers  deserve  to  make  profit  and 
it's  in  the  national  interest  that  we  kee])  our  agriculture  and  our 
fiirmera  in  a  profitable  stance.  The  other  day  in  a  news  conference 
somewhere  some  lady  reporter — she  must  have  been  the  food  editor 
for  one  of  the  metropolitan  papers — with  a  kind  of  sneer  in  her  voice 
and  said,  well  aren't  farmers  making  money? 

And  I  said,  I  hope  so.  I  think  that's  what  they're  in  business  for. 
And  you  as  an  urban  consumer  should  hope  so  too  if  you  want  to 
continue  to  be  well  fed  down  the  road. 

But  we  do  meet  now  at  a  critical  time.  As  you've  said — and  I  want 
to  outline  philosophically  some  of  the  questions  that  I  think  we  have 
to  face  headon  as  we  address  ourselves  to  these  problems  that  you've 
outlined.  This  is  a  time  when  there  has  been  some  erosion  of  public 
confidence  in  the  American  system  of  free  enterprise  and  competitive 
markets.  Not  alone  in  apiculture.  We  find  clamors  other  places,  too, 
for  Government  interference  in  the  market  sj-stem  and  the  market 
process. 

I  think  we  face  a  test  in  agriculture  of  whether  the  collective  daily 
economic  judgments  of  millions  of  our  people  uader  a  relatively  free 
price  system  is  superior  to  a  system  of  Government  control  with  a 
good  deal  of  direction  out  of  Washington  on  our  farm  programs  as 
wc'v(!  had  for  40  years — the  past  four  decades  except  for  snort  periods 
of  wartime  interference  with  this  situation.  We  moved  in  these  last 

2  or  3  years,  substantially,  toward  a  great  amount  of  economic 
deci-iion  making  on  the  part  of  our  individual  farmers.  And  that's 
un'ler  test  right  now  when  we've  got  to  examine  it. 

I  think  we've  got  to  face  the  basic  question  of  whether  continued 
high  farm  production  in  this  country  as  contrasted  with  quotas  and 
allotments  and  cutbacks  and  restrictions— the  kinds  of  programs  we 
followed  for  four  decades  or  more  in  this  countrj'  fan  best  serve  the 
world  with  economic  aid  with  Tood  aid — can  best  serve  the  United 
States  with  a  po^-ilive  balance  of  trade. 

1  want  to  point  out  a  bit  later  that  agriculture  has  now  become  our 
No.  1  source  of  foreign  exchange  and  it's  a  powerful  factor  in  main- 
taining the  economic  health  of  this  country.  Whether  or  not  we  want 
to  continue  a  program  of  plenty  in  agriculture  that  helps  with  our 
diplomatic  muscle  aroimd  the  world — as  the  United  States  is  now 
the  world's  peace  broker,  and  we  are  learning,  perhaps  belatedly 
and  perhaps  awkwardl\-  in  some  cases,  Iiow  to  tise  food  as  a  positive 
factor  in  diplourvcy  and  I  think  that  has  to  be  a  consideration  as  wo 
approach  this  total  question  of  our  agricultural  policy.  And,  of  course, 


,y  Google 


1060 

you  know  we  can't  ig^iore  the  question  of  food  cost  to  the  consumer 
which  is  on  the  front  burner  and  has  been  on  the  front  burner.  And 
I  think  for  the  record  we  ought  to  say  that — in  spite  of  the  fact  that 
food  coats  have  risen  markedly  in  the  last  couple  of  years  in  this 
country.  They  rose  some  14  percent  at  retail  last  year,  the  average  of 
1974  over  1973.  And  I  want  to  hasten  to  point  out,  Mr.  Chairman, 
that  80  percent  of  that  rise  was  after  food  left  the  farm.  Only  2ft 
percent  of  that  income  was  related  to  the  increase  in  prices  received 
by  farmers.  But  even  considering  those  increases  the  last  2  yeara, 
the  American  people  as  a  group,  still  pay  a  smaller  share  of  their 
take-home  pay  for  food  than  ev*r  before  with  the  exception  of  la^t 
year.  This  rose  a  bit  last  year  but  it's  on  the  decline  again.  And  wu 
pay  a  smaller  percentage  of  take-home  pay  than  any  other  nation 
on  the  face  of  the  earth  by  a  substantial  margin.  And  I  think  we  new! 
to  take  our  hats  off  to  the  American  farmer  and  to  the  whole  food  and 
Aber  complex  in  America  for  this  tremendou^j  record  of  achievement 
for  America. 

Well,  what's  our  current  situation  on  farm  programs  and  farm 
policies? 

Only  2  years  ago  we  passed  tlie  Agricultural  and  Consumer  Pro- 
tection Act  of  1973  and  as  you  pointed  out,  Mr.  Chairman,  there 
was  a  considerable  difference  of  opuiion  on  the  projier  level  of  tat^et 
prices. 

This  committee  in  the  Senate  reported' out  a  lugher  level  than  the 
House  did  and  the  final  bill  was  a  compromise.  I  tliink  personally 
the  use  of  the  term  "target  price"  in  this  legislation  is  an  unfortunate 
choice  of  terms.  I  don't  think  of  the  so-called  tai^t  jjrice  as  defined 
in  legislation  as  a  target  price  at  all.  My  concept  of  a  target  price  is^ 
a  price  in  the  market  place  high  enough  to  assure  some  degree  of 

frofit  to  the  producers,  i  think  that  has  to  bo  our  tai^et  price.  And 
ho|ie  we  never  get  to  the  place  that  the  target  pnce  defined  by 
law  and  undergirded  by  the  taxpayers  of  the  United  States  becomes 
the  incentive  price  or  becomes  the  ultimate  price  that  our  farmers 
get.  If  we  do  that  then  I  think  we  will  have  lost  a  great  many  of  the 
gains  we've  made  in  recent  year.-5,  under  existing  legislation,  that 
freeze  our  farmers  crops  and  permit  certain  adjustments  that  1  want 
to  point  out.  The  Act  of  1973  had  4  years  to  run.  We  have  had  only 
1  year  of  oi)eration  under  that  act — the  1974  crop  year.  I  know  at 
the  time  the  act  was  passed  we  didn't  antici|>atc  the  cun-cnt  situation 
and  we  didn't  anticipate  the  rapid  inflation  we're  having.  We  didn't 
anticipate  the  budgetary  situation  we  face.  We  didn't  anticipate 
the  escalation  of  costs  farmers  are  experiencing.  But  let  me  detail 
just  two  or  three  tilings  that  I  thinK  have  been  on  the  plus  side  of 
this  act  of  1973. 

In  the  first  place  it's  given  our  farmers  freedom  to  shift  thoir 
production  and  to  make  shifts  in  response  to  the  marketplace  to 
areas  where  they  can  pro<luce  most  cfRdently.  Under  this  act  we've 
had  rather  groat  geographical  shifts  in  production.  We've  tended  to 
move  our  cotton  i>roduction  into  the  delta  areas,  into  the  high  plains 
areas  of  Texas  and  into  Cahfomia  where,  us  a  nation,  we  are  more 
efficient  comiietitoi-s  in  the  world  market.  And  the  world  market 
has  to  be  important  to  us  because  we  always  nee<l  to  export  40  per- 
cent of  our  cotton,  two-thirds  of  our  wheat,  half  our  soybeans,  u 
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fourth  of  our  feed  grains  and  the  like  of  that.  And  we  amply  can't 
opt  in  the  situation  that  we  ignore  our  position  in  the  world  market. 
We've  tended  to  shift  our  com  and  soybeans  to  the  Com  Belt,  our 
^vheat  to  the  Groat  Plains  areas  and  make  those  geographical  shifts 
ihat  could  be  done  when  we  weren't  frozen  in  place  by  a  system  of 
■quotas  and  allotments.  We've  reduced  our  storage  coats.  Three 
years  ago  when  I  sat  here  we  were  spending  $1  million  a  day  for 
storoge  costs.  We  were  spending  nearly  $4  billion  a  year  in  payments 
to  our  farmers  of  one  kind  or  another.  They  were  getting  a  substantial 
share  of  their  income  as  recently  as  3  years  ago  from  the  Government. 
That  has  now  been  reduced  very  substantially.  Our  storage  costs 
have  been  reduced  almost  to  the  vanishing  point  at  the  present  time. 
We  had— when  we  sat  here  3  years  ago — we  had  net  farm  income  in 
1971  of  $13  billion.  That  went  up  in  1972 — not  a  great  deal. 

in  1973  it  went  up  to  an  all-time  high — ^a  time  when  farm  prices 
liad  run  ahead  of  farm  costs  and  costs  suddenly  had  a  chance  to  catch 
lip  \Wtli  prices  and  we  hit  an  all-time  high  of  net  farm  income  in  1973 
of  betler  than  $32  billion. 

In  1974  this  dro|)ped  some  primarily  because  of  escalating  costs. 
Il  had  dropped  to  $27  billion.  It's  going  to  drop  some  more  m  1975. 
We  don't  know  how  much.  We  are  practically  certain  that  1975  net 
will  be  the  third  highest  net  farm  income  in  the  history  of  the  United 
Stales.  When  I  say  that,  I'm  aware  that  inflation  has  robbed  some 
of  the  purcha.sing  ])owcr  in  those  dollars.  But  even  after  we  take  that 
in  I  o  accoimt  we  feel  it  will  still  be  the  third  highest  year  in  net  in  the 
history  of  the  United  States. 

Farm  exports — when  we  sat  here  3  years  ago  they  were  running 
less  than  $8  billion  a  year.  These  have  gone  up  to  the  point  where  in 
fiscal  year  euding  last  June  30,  we  exported  a  total  of  $21.3  billion  of 
farm  products.  In  the  fiscal  year  we  are  in  right  now  ending  next 
June  30,  this  will  probably  be  $1  billion  higher  on  a  little  lower  physical 
vnlitme.  But  beciiuse  of  higher  unit  prices  the  total  export  value  of 
Amrrican  products  will  be  in  excess,  we  think,  of  $22  billion  this  year. 
1  think  that's  a  mighty  good  record  for  agriculture  at  a  time  when  we 
lire  struggling  desperately  to  maintain  some  black  in  our  ba!ance-of- 
nayment  accounts.  It  must  have  been  a  verj'  i)ainful  announcement 
forSecretary  Dent  a  few  weeks  ago  to  announce  that  we  had  a  negative 
.S3. 1  billion  in  our  balance  of  payments  last  year.  And,  had  it  not  been 
for  $21.3  billion  of  farm  exports,  we'd  have  really  been  in  trouble  last 

Our  present  food  policy,  I  think,  can  he  summed  up  in  a  few  very 
simi>le  words.  Wo  are  often  accused  of  having  no  food  policy.  I  see 
the  headlines  that  the  food  pohcy  of  the  admmistration  is  bankrupt. 
If  Butz  just  had  a  food  policy  we'd  be  better  off,  I  think  we  have  the 
most  jwsitive  food  policy  we've  had  in  my  ex|>erience.  I  can  sum  it 
up  in  a  verj'  simple  word.  I  can  call  it  plenty.  The  Lord  gave  us  some 
frrcat  agricultural  resources  in  the  United  States  unmatched  any 
place  else  on  the  face  (»f  the  Earth  and  we've  now  got  a  policy  directed 
townni  using  them.  For  our  benefit,  for  feeding  our  people  well  and 
for  assuming  our  role  as  a  great  humanitarian  in  a  world  of  need  at 
the  present  time.  It's  a  policy  of  freedom  from  government;  it's  a 
policy  of  maximum  opportunity  by  the  individual  farmer  to  make 
his  own  production  decisions.  It's  a  pohcy  of  lower  tax  costs  that  has 
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fotten  the  Government,  essentially,  out  of  agriculture;  and  from  where- 
sit,  at  least,  it  makes  sense  if  we  can  maintain  this  policy  and  still 
assure  our  farmers  an  adequate  income,  which  is  what  we  have  to  do. 
This  is  in  sharp  contrast  to  the  policies  of  the  past  with  high  stor^e 
costs  with  a  curtailment  of  opportunities  to  produce  with  a  flood  of 
bureaucrats  chasing  around  all  over  the  country  checking  up  on  our 
farmers,  checking  up  on  compliance  and  so  forth.  And  I  lliink  the 
contrast  is  well  marked.  But  here  we  are  at  the  questions  now;  and 
of  the  basic  questions  we  face  right  now,  Mr.  Chairman,  I  think  one 
involves  this  question  of  rising  costs.  It's  one  of  the  reasons,  I  think, 
our  farmers  have  such  a  vital  mterest  in  cooperating  with  the  adminis- 
tration effort  to  stop  inSation.  Because  they  can't  gain  from  inflation. 
The  gains  they  get  from  inflation  are  short  lived,  for  costs  catch  up 
and  costs  stay  up.  It  in  in  farmers'  interests  to  stop  inflation  if  we  can, 
I  want  to  pledge  our  support  in  back  of  every  effort  we  can  to  stop 
infiation,  but  the  basic  questions  we  face  then:  Are  we  going  to  main- 
tain maximum  price  freedom  or  get  the  Government  back  in  the  pric- 
ing business  again  wliere  the  Government  sets  the  price  for  food 
froducta,  essentially?  One  of  the  things  I  fear,  Mr.  Chairman — as 
've  looked  over  the  testimony  that  has  come  before  this  committee 
in  the  last  2  or  3  weeks  witn  so  many  recommendations  for  sub- 
stantial increases  in  target  prices  and  in  loan  prices— one  of  the  things 
I  fear,  is  that  we'll  get  hack  again  to  the  point  that  these  prices  be- 
come the  effective  price.  They  Decome  the  incentive  price.  And  when 
we  get  our  farmers  ^aiu  producing  essentially  for  Government 
warehouses  and  storage  bins— which  I-think  would  be  unfortunate 
if  we  did  that^f  we  did  that  and  the  Government  gets  in  the  business 
of  setting  prices,  recognizing  the  political  complexion  of  this  Congress — 
and  I  think  all  succeeding  Congresses  where  the  agricultural  muscle 
in  the  Congresses  has  been  very  seriously  eroded  as  it  has  in  most 
State  legislatures— I  think  if  we  get  back  to  the  point  where  Govern- 
ment begins  to  set  the  price  it  will  always  be  set  at  the  lower  level. 
It  would  have  been  impossible  in  the  la^t  2  j-ears  had  Government 
been  substantially  in  the  storage  business — it  would  have  been  im- 
possible for  farmers  to  have,  ever  gotten  $6  or  $7  for  soybeans,  to 
nave  ever  gotten  $4.50  for  wheat,  to  have  ever  gotten  $3  for  com  or 
to  have  ever  gotten  oO  cents  for  cotton.  And  I  sav  that  knowing  full 
well  that  the  price  of  cotton  now  is  below  that,  but  we  would  have 
set  an  effective  ceiling  price  at  levels  substantially  below  market 
that  farmers  have  enjoyed  at  times  as  recently  as  in  the  last  12  months. 
And  more  than  that  I'm  firmlv  convinced  \t  would  have  been  ver>- 
difficult,  if  not  impossible,  to  fiave  made  the  market  penetration  in. 
export  markets  that  this  ^;ricultural  plant  has  made  the  past  2  years. 
I  think  cotton,  Mr.  Chairman — it's  a  ver>'  important  crop  in  the 
South  and  a  very  important  crop  nationally.  It  hasn't  been  very  long 
since  the  United  States  was  a  residual  supplier  of  cotton  in  the  world 
of  markets  as  we  were  a  residual  supplier  of  feed  grains  and  wheat 
in  the  world  markets;  where  we  had  substantial  stocks  owned  by 
Government,  the  released  price  was  announced  and  known  around 
the  world.  Our  competition  just  undersold  us  until  they  had  moved 
all  their  stocks  and  then  we  became  a  residual  suppHerand  accumulated 
stocks  here  and  essentially  carried  the  world  stocks  in  this  country 
here.  I  hope  we  don't  get  beck  into  that  situation  again.  If  we  do, 
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I  think  it  wil!  lead  inevitably  to  preseures  from  this  body  r^ht  here 
and  from  the  House  of  Representatives  to  curtail  costs  that  were 
inherent  in  our  former  program.  It  will  lead  to  production  quotas  and 
allotments. 

It  will  lead  to  a  shrinking  American  agriculture.  It  will  lead  to 
higher  food  costs  for  our  consumers,  too,  if  we  do  that.  Because  any 
production  plant  whether  its  agriculture  or  a  foundry  or  a  textile 
mill  can  he  a  low-copt  producer  only  when  it  operates  at  optimum 
capacity.  They  can't  be  a  low-unit-cost  producer  when  they  operate 
at,  let's  say,  three-fourths  capacity.  And  if  we  ever  get  to  the  point, 
again,  that  we  have  to  shrink  our  agriculture  back  to,  let  us  say, 
75  or  80  percent  of  capacity  we  are  bound  to  be  higher  unit  cost 
producers  than  if  we  operated  optimum  capacity.  And  therefore  I 
think  it's  in  the  interest  of  the  American  consumers  from  many  points 
of  view  to  make  sure  that  we  do  have  a  vigorous  export  'market, 
that  we  do  have  an  expanding  domestic  market  so  that  our  expanding 
agricultural  plant  can  operate  at  optimum  capacity  in  the  interest  of 
being  a  relaUvely  low-unit-cost  producer.  Now  I  think  we  are  that 
right  now. 

I  know  you  are  going  to  examine  the  whole  question  of  taiget 
prices  and  loan  rates.  While  I  personally  oppose  any  substantial 
mcrease  in  target  prices,  I  do  think  we  have  to  take  a  realistic  look 
at  loan  rates,  for  example.  These  things  are  within  the  administrative 
discretion  of  the  Department  of  Agriculture  in  most  cases  where  they 
are  set. 

I  don't  want  to  get  them  set  at  a  level  that  will  accumulate 
Government-held  reserves.  And  I  know  when  I  say  that  that  I'm 
speaking  against  the  wishes  and  the  honest  position  of  some  members 
of  this  committee.  You  have  legislation  before  you  that  will  establish 
a  reserve  of  200  million  bushels  of  wheat,  for  example — Government- 
held  reserves.  A  lot  of  people  think  that  we  don't  have  any  reserves 
at  the  present  time  because  the  Government  is  not  in  the  reserve 
business.  This  is  not  true. 

We  have  1  billion  bushels  of  wheat  in  the  United  States  now. 
The  Government  doesn't  own  a  bushel  of  it.  We  may  own  a  bushel, 
but  a  very  small  quantity  of  it. 

This  is  truly  a  reserve.  We  are  not  going  to  bum  it.  We're  not  going 
io  dump  it  in  the  ocean.  We  are  not  going  to  put  it  in  an  abandoned 
Kansas  salt  mine.  You've  got  salt  mines  in  Kansas  I  think. 

Senator  Dole.  Right. 

Secretary-  BuTZ,  We  are  going  to  use  it.  It's  out  here.  It's  owned  by 
farmers.  It's  owned  by  country  elevators.  It's  owned  by  terminal  ele- 
vators. It's  owned  by  tlie  trade.  It  is  more  truly  a  reserve,  I  think, 
this  way,  than  if  the  Government  owned  it. 

For,  if  the  Government  now  owned  200  million  bushels  of  wheat, 
the  public  pressure  to  force  that  wheat  back  into  the  market  to  blunt 
bread  prices,  and  to  blunt  food  prices,  would  be  so  intense  that  it  is 
doubtful  if  anybody  in  my  |)osition  could  continue  to  sit  on  to]>  of  it 
jmblicly  held,  because  of  the  pressure  that  would  come  in  an  effort 
to  blunt  food  prices. 

Now,  those  of  us  around  this  table  know  that  there's  dMgone  httle 
relationship  between  the  price  of  wheat  and  the  price  of  Mead,  but 
the  lady  in  downtown  New  York  doesn't  understand  that.  We  under- 
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stand  here  that  there's  less  than  5  cents  worth  of  wheat  in  a  1  pounci 
loaf  of  white  bread  that  currently  sells  for  40  cents  down  here  in  the 
store.  But  the  public  attitude  la  that,  if  the  Government  owned  200 
million  bushels  of  wheat,  we  would  just  set  that  back  in  the  market, 
the  price  of  bread  and  the  price  of  food  will  come  down. 

And,  therefore,  I  maintain — I  think,  with  considerable  logic,  that 
o\ir  reserves  are  more  nearly  reserves  and  are  more  nearly  available 
for  the  use  we  want  them  to  be  put  to  held  in  private  hands  under  our 
system,  than  if  owned  by  the  Government. 

We  are  only  2  or  3  years  away  from  substantial  Government  owners 
ship  of  reserves.  As  I  said  3  years  ago,  we  sat  on  top  of  mountains  of 
this  stuff.  These  weren't  resen'es  in  the  true  sense  of  the  word.  They 
were  surpluses  accumulated  from  a  price  support  program  that 
wasn't  working  very  well. 

As  «  result,  however,  the  Unite4l  States  was  carrying  the  reserves 
for  the  world.  Importing  nations  from  this  country  didn't  have  to 
CHTTv  reserves,  because  they  were  always  here  at  a  stated  released 
price.  Domestic  spinners  and  millers  didn't  have  to  buy  forward  in  n 
niarket  where  your  raw  commodity  is  produced  on  a  12-month  annual 
production  cycle.  It  was  only  a  year  ago  this  month  that  the  American 
Bakers  Association  launched  this  phony  campaign  that,  if  we  didn't 
impose  export  controls  on  wheat,  we  were  going  to  have  a  dollar-a-loaf 
bread.  It  was  as  phony  as  a  $3  bill.  We  never  got  close  to  that.  But 
v,hat  was  the  problem? 

The  problem  was  that  they  too  had  grown  so  accustomed  to  having; 
the  U.S.  Government  perform  their  inventory  function  for  them,  that 
th<'_\'  had  forgotten  how  to  buv  forward  in  a  market  where  the  raw 
produce  was  out  there.  And  tliey  really  preferred  to  have  the  XJ.SJ- 
taxpayer  perfonn  their  invent-orj-  function  for  them. 

Typically,  until  a  year  ago  Japan,  a  major  customer  of  the  United 
Stall's,  had  a  3-wpek  supply  of  grain  in  Japan  and  3  weeks'  supply  on 
the  ocean.  We  canied  the  rest  of  it.  Early  last  fall  the  Japanese  had 
placed  (heir  orders  for  all  the  soybeans-  tliey  needed  for  the  current 
year  an<l  nil  the  feed  grains  thev  needed  for  the  current  year,  and  a 
.snbstiinlifll  part  of  the  wheat  tliey  needed  for  this  vear.  Now  they 
don't  Imve  that  in  Japan.  It's  in  this  countrj-.  But  tliey  placed  their 
orders  for  it.  They  now  recognize  that  the  U.S.  taxpayer  is  not  per- 
forming the  inventor^'  function  for  them  any  more.  And  I  think  this  is 
a  very  wise  decision  on  their  part  an<l  one  that  should  st-and.  But,  if 
we  get  back  into  (he  stance  once  more  that  we  get  our  Government 
target  prices— or  loan  prices,  as  the  case  may  be,  liigh  enough  that  we 
begin  once  more  to  accnmulate  Government-held  siirphises,  inevitably 
we  will  find  the  rest  of  the  world  looking  to  us  to  carry  their  inventorj' 
for  I  hem. 

When  we  were  at  the  World  Food  Conference  in  Rome  3  montlis 
ago,  we  discusse<l  a  great  deal  this  question  of  stockpiling  of  world  food 
resolves.  And  unofficially  we  set  a  target  of  60  million  tons  that  should 
be  available  for  reser\'os,  each  countrj-  to  decide  for  itself  how  it  would 
liandle  those  reserves.  There  has  been  a  meeting  of  that  committee 
in  Rome  and  in  London  two  times  since.  And  our  people  come  hack 
from  that — there's  no  great  enthusiasm  on  the  part  of  many  other 
nations  to  begin  to  assist  with  reserve  problems  if  the  United  States 
and  Canada  will  do  it.  And  we  did  it  for  rears. 
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1  think  we  have  to  use  care  we  don't  get  back  into  that  stance  ^ain, 
because — as  I  said  a  while  ago — just  as  sureljr  as  we  do  get  back  into 
it,  there  will  be  pressure  to  dissipate  it  in  this  market.  It  would  be- 
come a  ceiling  for  our  farmers  here.  And  it  will  make  us  a  residual 
supplier  in  the  world  market.  This  I  don't  want.  Agriculture  has  got 
to  maintain  a  vigorous,  positive  stance  in  the  international  com- 
modity market.  We  have  to,  for  the  good  of  agriculture,  for  the  good 
of  America.  And  I  don't  think  we  can  do  that  if  we  get  to  the  point 
that  we  have  these  heavy  surpluses  owned  by  the  Government  where 
they  state  a  release  price,  as  you  nearly  always  do. 

One  or  two  more  comments,  Mr.  Chairman,  and  I'll  yield  then  for 
questions. 

We  have  some  internal  commodity  problems.  Beef  is  a  case  in  point. 
The  beef  industry  is  in  distress.  I  don't  need  to  detail  that.  It's  a 
10-year  cycle  that  we're  going  through.  The  oldtimers  know  that  it 
happens  even,-  10  or  12  years.  That's  smalt  comfort  to  the  voung  man 
who  got  in  at  the  high  debt  levels  of  a  year  or  two  ago.  We're  going 
to  work  our  way  out  of  this  thing.  We  are  watchii^  imports  ver>- 
carefullv.  And  this  Congress,  and  Senator — I  believe  you  authorecl 
the  beef  import  law  that  has  been  suspended  the  last  year  or  two. 

The  last  year,  with  no  import  quotas  in  effect,  the  beef  shipments 
into  this  countrj'  were  below  the  trigger  point  defined  in  the  Beef 
Import  Law  of  1966,  primarily  because  this  is  not  a  very  attractive 
place  to  market  beef. 

Australia  held  their  slaughter  back,  but  at  some  point  in  time  those 
cattle  in  Australia  have  to  come  to  market.  And  I  think  that  time  is 
the  last  half  of  1976. 

As  a  consequence,  the  President  directed  that  we  enter  into  nego- 
tiations for  voluntary  Umitations  on  shipments  of  beef  to  this  countrj'. 
Those  negotiations  are  going  forward.  And  I  think  our  State  Depart- 
ment is  handling  them  very  satisfactorily  in  full  concert  with  our  people 
in  agriculture.  Our  beef  consumption  will  be  up  this  year  by  some  7  or 
8  pounds  over  last  year,  as  we  eat  our  way  out  of  this  problem. 

Fortunately  for  beef  producers,  we  have  a  smaller  supply  of  pork 
and  a  smaller  supply  of  chicken  in  1975  than  last  year,  so  tliat  I  think 
we'll  be  able  to  absorb  these  increased  beef  numbers  this  year  with 
less  adverse  impact  on  beef  prices  than  might  have  occurred  if  the 
hog  cycle  and  chicken  cycle  had  been  in  a  dmerent  phase. 

With  respect  to  daiiy,  they  likewise  are  havii^  some  difficulty 
with  cost-price  ratios,  especially  in  the  Northeast,  where  thev  have 
very  difficult  feed  problems,  where  transportation  is  difficult.  The 
Pcnn  Central  Railroad,  as  you  know,  is  ui  difficulty,  and  they  are  at 
the  end  of  the  transportation  line  on  feeds  anyway.  We  did  raise  the 
dairy  piice  supports  modestly  a  few  months  ago.  We  are  again  ac- 
quiring some  products  under  our  CCC  price  support  program.  We've 
been  able  to  move  the  butter  and  the  cheese  we  acquire  pretty  well 
through  our  school  lunch  program.  The  nonfat  dry  milk:  We  have  in 
excess  of  our  capacity  to  move  it  that  way,  and  we  are  programing 
some  of  that,  as  best  we  can,  into  Public  Law  4S0  shipments,  but 
there,  again,  the  opportunities  for  that  are  limited, 

Af  a  fiual  wora  about  increases  in  our  foreign  food  aid  and  our 
stance  in  foreign  food  aid.  This  has  been  a  matter  of  considerable 
discussion  and  conjecture.  It  is,  I  presume — I  haven't  read  the  full 
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release — I  presume  it  was  the  ba^,  Senator  McGovem,  of  your 
calling  for  my  resignation  here,  that  I  haven't  been  ^ving  food 
away  fast  enough.  I  presume.  I  haven't  read  this.  But  I  probably 
could  have  written  it  without  reading  it.  This  has  been  a  matter  of 
considerable  discus^on.  It  was  a  matter  of  discussion  at  the  World 
Food  Conference  in  Rome. 

The  President  recently  announced  an  increase  of  some  $600  million 
available  for  Public  Law  480.  There  was  some  criticism  from  some 
members  of  this  committee  for  not  having  done  that  previously.  In 
the  meantime,  however,  we  had  been  approaching  tnis  matter  of 
the  humanitarian  needs  of  the  world  on  a  quarter-by-quarter  ba^s. 
Ami  we  did  program  during  the  first  quarter  of  this  year,  at  a  rate 
sxibstantinlly  in  excess  of  the  annual  rate,  of  the  SI  billion  which 
had  been  available.  And  I  think  that  we  did  a  pretty  good  job  of 
meeting  the  real  needs. 

In  those  days  during  the  World  Food  Conference,  with  all  the 
rhetoric  we  had  taking  place,  those  2  weeks,  we  were  moving  ahead 
quietly  on  amendments  to  our  title  I  program,  to  Bangladesh,  for 
example,  where  they  are  indeed  suffering  because  of  floods  last  year. 
In  the  second  week  of  the  World  Food  Conference,  we  issued  a  pur- 
oha.>ic  authorization,  I  recall,  for  50,000  tons  of  wheat  for  that  countr\'. 
We  are  programing  substantially  more  wheat  and  rice  for  foreign 
food  relief  than  a  year  earlier.  We  are  doing  this — programing  less 
tobacco,  cotton,  loss  feed  grains  and  less  vegetable  oils,  recognizii^ 
that  you  meet  the  world's  himger  needs  with  food  grains,  wnich  is 
wheat  and  rice.  And  we  happen  to  be  in  a  pretty  fair  supply  situation 
on  those  two  crops  last  year. 

We  had  a  record  crop  of  wheat  last  year.  Not  a  record  crop  of  rite, 
but  n  large  crop  of  rice.  And  we  moved  tliat  abroad. 

But  let  me  sav,  though,  that  I  don't  make  any  apolf^'  for  the 
recor<l  of  tliese  United  States  in  foo<l  shipments  and  foo<l  relief. 

In  the  lust  20  years  since  Public  Ijaw  480  was  passed — and  I  think 
it  was  passed  in  1954 — we  are  in  our  21st  year  right  now.  In  the  last 
20  vears,  the  United  States  has  ^ven  away  in  excess  of  25  billion 
dollars'  worth  of  foo<l  under  Public  Law  480.  Most  of  it  at  .substan- 
tially lower  pric^es  than  now,  and  that's  a  pretty  substantial  move- 
ment. In  the  8  years,  for  example,  1965  to  1972 — and  I  just  happen 
to  have  tliose  8  >-ears  in  mind,  the  United  States  supplied  84  percent 
of  the  food  rehef  moving  from  the  developed  nations  to  the  develop- 
ing nations. 

And  I  know  that  you  may  argue  that  this  was  a  way  we  had  of 
getting  rid  of  our  surpluses,  and  that  we  are  looking  at  some  place  to 
put  it.  In  part,  that  was  true.  But  the  mere  fact  that  we  supplied 
84  percent  at  a  time  when  we  are  not  the  only  affluent  Nation  in  the 
world,  at  a  time  when  the  Europyean  nations  whom  we  helped  get 
back  on  their  feet  can  now  pick  up  a  part  of  thLs,  at  a  time  when 
Japan  whom  we  helped  to  get  back  on  its  feet,  can  pick  up  a  part 
of  this.  All  I'm  saWng  is  that  I  think  this  is  a  world  burden  that  I 
think  should  be  more  broadly  shared.  And  we  could  move  in  that 
direction. 

I  don't  subscribe  to  the  thesis  that,  simply  because  the  United 
States  and  Canada  and  Australia  are  surplus  grain  jtroducing  nations, 
that  it's  our  responsibility  to  provide  freo  food  for  the  world,  I  don't 
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subscribe  to  that,  any  more  than  it's  the  responsibility  of  the  Arab 
nations  to  provide  free  petroleum  for  the  norld  because  they  happen 
lo  have  it. 

This  is  a  burden  that  needs  to  be  shared.  And,  through  the  world 
food  program,  it  is  being  shared.  And,  while  I  mention  Japan,  I  want 
to  say  that  Japan  makes  a  contribution  to  the  world  food  program, 
as  the  European  community  makes  a  contribution.  But  the  point  I'm 
making  is  we  still  are  suppl>ing  the  lion's  share  of  food  at  the  cost  of 
the  U.S.  taxpayer. 

Xow  I  hope  we  don't  liberalize  that  to  the  point  that  it  displaces 
dollar  sales.  Last  year  our  agricultural  exports  totaled  $21.3  billion. 
All  but  1  billion  of  that  was  commercial  sales  for  dollars. 

I  think  we  want  to  remember  that  this  too  is  a  way  we  have  con- 
tributed to  alleviate  the  world  food  mogr&m  through  commerical 
siiles.  And  it's  going  around  the  world.  Many  of  the  developing  nations 
have  foreign  exchange.  India,  for  example,  is  a  great  exporter  of  sugar, 
and  sugar  has  been  a  pretty  good  earner  of  foreign  exchange  for  the 
last  year.  I  simply  point  that  out  as  a  case  in  point.  And  India  has 
been  ill  our  commercial  market  for  wheat.  They  purchased  over  3 
million  tons  of  wheat  from  us  for  dollars,  and  they  purchased  also 
from  Canada  and  Australia.  Now  that  doesn't  mean  we're  not  going 
to  help  them,  We  are.  We  are  in  the  process  of  doing  it  now. 

But  I  think,  Mr,  Chairman,  we  nave  to  take  care  that  our  con- 
<'essional  sales  do  not  displace  dollar  sales,  for  we  need  the  dollars. 
America  needs  them.  We  need  it  to  pay  for  petroleum.  Agriculture 
needs  it.  And  I  think  we've  got  to  recognize  that  this  is  our  No.  1 
source  of  foreign  exchange  now. 

Weil,  Mr.  Chairman,  just  to  wrap  (his  uj) — perhaps  T  would  have 
saved  time  it  I  had  read  my  statement  here.  But  somebody  else 
■wrote  the  statement.  I've  been  speaking  from  the  heart. 

To  wnip  this  up,  I  think  we've  made  substantial  progress  in  agri- 
<ulture  these  past  2  or  3  years.  We  have,  under  your  guidance  as 
(hainuan  of  this  committee  and  the  legislation  passed  by  this  Congress. 
Let's  not  lose  the  good  things  that  we  have  achieved.  Let's  keep  our 
fiirmeis  as  free  as  we  can  to  mnhe  the  decisions  they  want  to  make 
on  their  farms.  Let's  keep  agriculture  adaptable  so  tliat  we  can  make 
geographic  shifts  as  we  have,  so  that  we  are  as  competitive  as  we  can 
be  in  tlie  world  markets. 

Let's  avoid  the  accumulation  of  Government-held  stocks  again,  if 
we  possibly  can.  And  I'm  sure  we  can  do  it.  Now  we  may  have  to 
make — I  may  have  to  back  up  some  on  that  myself.  I  think  once  the 
United  States  makes  a  commitment  that  our  level  of  aid  in  foreign 
aid  thinks  it's  going  to  be  $1  billion  or  $1.5  billion,  or  whatever  it  is, 
then  wo  make  a  rough  determination  of  how  that's  going  to  be  dis- 
tributed among  wheat  and  rice  and  whatever  else.  I  think  we  ought 
to  assure  ourselves  somehow  that  those  supplies  to  fill  that  commit- 
ment will  be  available  when  we  need  them. 

Xow  they  have  been  the  last  year.  We've  gone  into  the  marketplace 
to  get  them.  And  I  guess  in  the  last  year,  if  the  Government  had 
gone  in  to  bid  against  the  then  current  buvers  to  accumulate  stocks, 
it  would  simply  have  escalated  the  price.  !6ut,  to  that  extent,  I  think 
the  Govennnent  may  have  to  get  involved  in  the  commodity  business. 
But  I  hope  we  don't  get  into  a  new  stance  of  price  supports  and  target 
prices  that  move  us  beyond  that. 
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And  this,  I  think,  is  not  related  to  target  prices  and  supports.  It's 
simply  to  assure  us  that  once  we  made  a  commitment  for  food  relief, 
we  are  going  to  have  it.  I  hope  we  can  always  keep  our  supplies  avail- 
able to  purchases  any  place  around  the  world.  Now  we've  cut  across 
that  sometime  in  the  last  year  or  two.  We  had  this  embargo  in  the 
soybean  exports  18  months  ago.  I  think  this  was  a  mistake — in  retro- 
spect. But,  at  the  moment,  the  prcss\ires  to  do, something  like  this  wa* 
so  tremendous  that  I  think  botli  the  Congress  and  the  admiaistration 
had  to  do  something  like  this.  But  we  had  no  sooner  done  it,  and 
ambassadors  came  to  my  office  and  to  your  office,  and  prime  ministers 
came  to  this  town  saying,  "Are  you  really  going  to  cut  off  our  lifeline, 
our  access  to  your  market?"  It  sent  shock  waves  through  Japan.  Thev 
depend  on  us.  They  regard  us  as  their  farm.  Last  fall  when  the  U.S,S.  It. 
came  to  this  country'  and  made  what  we  thought  was  an  excessive 
purchase  of  com  and  wheat,  again  we  had  to  blow  the  wliistle.  And  we 
instituted  some  quasi  export  controls.  We  required  prior  approval  of 
any  export  sales  of  grains  in  excess  of  50,000  tons,  lu  every  case,  to  my 
knowledge,  that  requests  have  come  for  exports,  they  have  been 
approved. 

In  some  cases  we  delayed  it,  I  think  one  of  the  nations  in  the  Persian 
Gulf,  for  example,  that  came  in  and  had  placed  orders  with  two  or 
three  American  exporters  that  added  up  to  more  than  we  thought  they 
were  going  to  use  for  their  own  domestic  consumption — wc  held  it 
lip  for  a  week  until  we  made  sure  that  they  were  not  doing  it  for  exces- 
sive stockpiling.  They  were  not  doing  it  to  sell  to  another  third  nation. 
Then  we  approved  it. 

There  have  been  some  other  cases  of  delay  like  that,  but  I  suspect  the 
mere  fact  that  we  had  those  in  place  may  have  discouraged  some  ship- 
ments. Two  or  three  weeks  ago  we  relaxed  this  requirement  so  that 
now  you  have  to  get  prior  approval  only  for  sales  in  exces.s  of  100 ,000- 
tons,  except  for  com.  It's  still  60,000  tons.  Corn  is  still  being  in  a  situa- 
tion where  some  foreign  purchasers  could  come  in  and  comer  our 
supply. 

Mr.  Chairman,  we  are  seriously  examinli^  right  now  a  further  relaxa- 
tion of  this.  I  know  there's  a  great  deal  of  pressure  from  the  country 
to  remove  these  controls,  I  share  that.  And  I  hope  shortly  to  be  able  U> 
move  substantially  toward  further  relaxation,  still  perhaps  with  some 
prior  approval  on  com,  because  the  situation  here  is  such  that  a  major 
outside  purchaser  could  indeed  stop  our  supply  of  food,  feed  grain. 
And  we  can't  permit  that  for  our  own  livestock  producers. 

Ijet  me  say,  Mr,  Chairman,  publicly  my  pleasure  has  been  to  work 
with  you  as  chairman  of  this  committee.  The  chainnan  is,  himself,  a 
farmer — a  great  agriculturalist  and,  from  my  point  of  view,  it's  been 
a  real  pleasure  to  work  with  a  straight  shooter  who,  when  he  disagrees, 
does  so  and  tells  you  in  a  friendly  fashion,  I  hope,  Mr.  Chairman,  you 
foimd  me  the  same  kind  of  operator.  Thank  jcu  very  nmch. 

The  Chairman.  Thank  you  very  much.  And  I  have,  Mr.  Secretary. 
That  was  a  very  eloquent  statement  here,  from  your  point  of  view. 
I  have  a  few  questions,  Mr,  Secretary,  for  the  record. 

What  do  the  economists  in  the  Department  of  Agriculture  estimate 
that  it  costs  to  produce  a  bushel  of  com,  a  bushel  of  wheat,  a  bushel  of 
soybeans,  and  a  pound  of  cotton  in  1974? 

Secretary  Butz.  Well,  our  economists  just  put  those  figures  together 
this  week,  m  response  to  a  member  of  the  Agriculture  Committee. 
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T,et  me  take  wheat  in  Kansas,  for  example — Kansas  beii^  our 
leading  wheat-producing  State. 

The  variable  costs,  tho  machinery  depreciation,  the  general  fann 
overhead  adds  up — now,  this  is  everj'thing,  exclusive  of  land  rent — 
niids  up,  at  the  present  time,  to  $1.54.  To  put  land  rent  on  that,  at  the 
current  piice  of  land  at  8  percent — now,  that  becomes  a  cost  or  a 
new  purchase;  to  somebody  who's  had  the  land  in  his  family  for  some 
while;  it's  not  a  real  cost,  but  you  add  that  at  9G  cents,  brings  that  to 
$2.50. 

Tho  Chairman.  How  about  com? 

Secretary  Butx.  Com  in  Indiana — they  probably  chose  Indiana 
hocnujie  they  knew  that  I  was  from  there — the  total  cost,  exclusive  of 
land  at  the  present  time,  $1.12  and  they  add  67  cents  for  land  chargo 
at  S  percent  of  the  current  price  of  land^brings  it  to  $1.79, 
The  Chairman,  How  about  cotton? 

Secretary  But-!.  Cotton,  in  the  delta  area,  comes  out  to  be  40.86 
cer.ts  and  you  add  your  land  rent  in  there  and  you  come  out  to  48 
cents. 

In  the  delta  area,  it'll  be  just  a  little  less  than  national  average  but 
not  much. 

The  Chairman.  How  about  soybeans? 

Secretary  Butz.  I  don't  have  the  soybean  figures  here.  Do  you  have 
the  soybean  figures? 

Voice.  No,  I  don't.  We  would  have  to  get  one,  Mr,  Chairman. 

The    Chairman.    What    do    you    estimate    in    1975    the    same 

commodities 

Secretary  Butz.  These  are  1975  cost  estimates  I  have.  I  bog  j'our 
pardon. 

The  Chairman.  These  are  1975  and  not  1974? 
Sf,cretary  Butz.  I  beg  your  pardon.  These  are  1975  estimates. 
The  Chairman.  You  are  speaking  of  the  tai^et  price  and  I  agree 
with  you  that's  not  the  tai^et  price  that  we  hope  farmers  will  receive 
in  the  marketplace.  Rather,  I  see  it  as  a  guarantee  that  he  will  not 
soil  that  commodity  below  that  price  in  the  marketplace. 
Would  you  shaie  that  .view? 

Secretary  Butz.  I  certainly  hope  so  because  under  the  legislation, 
if  he  sells  it  below  that  price  in  the  marketplace,  on  an  annual  aveiage, 
then  payments  are  due  him. 

The  Chairman.  We've  had  a  multituda  of  witnes.se9  before  this 
committee  for  the  better  part  of  2  weeks.  Virtually  all  of  them  thought 
that  the  target  price  ought  to  recover  approximately  the  cost  of 
production  of  a  basic  commodity  Would  you  snare  that  view? 

Secretary  Butz.  It  depends  on  how  you  deiined  cost  of  production. 
Economists  have  never  agreed  on  how  you  handle  land  charges,  in 
cost  of  production.  We've  had  a  very  rapid  escalation  in  land  prices 
the  last  2  years.  As  a  matter  of  fact,  in  1973  the  price  of  farm  land 
in  this  country  increased  by  approximately  25  percent  and  about  15 
percent  last  year.  If  you  put  15  percent  on  25  percent,  you  get  a  43- 
percent  increase  in  2  years. 

Is  this  really  a  cost  of  production  for  the  fellow  who  had  the  land; 
who's  had  it  all  the  while;  is  it  really  a  cost  of  production?  Economists 
have  always  disagreed  on  this. 

I  guess  part  of  the  rapid  escalation  in  land  prices,  in  the  last  2  years, 
does,  in  fact,  reflect  the  unusually  high  prices  we  received  for  products 
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sold  tlie  last  2  years  and  you  ^et  to  the  point  after  awhilo  where  you 
are  putting  your  income  back  in  as  a  cost  factor.  And  I'm  just  not 
prepared  to  answer  yes  or  no,  whether  target  prices  should  reflect 
the  total  cost  here,  including  land  prices. 

The  Chairman.  Take  the  figures  you  submitted  as  production  costs, 
which,  I  think,  are  reasonably  realistic.  Do  you  think  a  target  price 
concept  for  basic  commodities  should  guarantee  the  farmer  approxi- 
mately that  cost? 

Secretary  Butz.  Well,  somehow  I  think  he  ought  to  be  guaranteed, 
if  we  can,  his  variable  costs  that  come  in  from  year  to  year.  Again, 
I'm  wheezling  on  this  question  of  land  cost.  I  think  I  would  have  to 
answer  negative,  if  you  put  land  cost  in  there. 

The  Chairman.  OK.  Let's  get  to  the  loan  concept  then.  Most  ail 
of  the  witnesses  who  testified  here,  representing  themselves  as  indi- 
vidual farmers,  and  speaking  foi  farm  groups,  thought  the  loan  level 
ought  to  be  approximately  80  percent  of  the  production  coats. 

Would  you  agree  with  that? 

Secretary  Butz.  Again,  I  think  in  some  commodities  you  can't 
disassociate  the  loan  level  from  the  world  price;  let's  take  cotton  os 
a  case  in  point.  If  wc  get  the  price  of  cotton  too  high,  either  by  the 
loan  level  or  by  the  tai^et  price,  wc  very  rapidly  lose  our  world  market 
because  you,  not  alone,  compete  with  cotton — you  compete  with 
synthetics  and  manniade  fibers,  in  a  case  like  this.  It's  very  difficult 
for  me  to  give  a  categorical  answer  to  something  like  that.  Let's  p\it 
it  this  way,  I'm  fiexible  on  loan  rates. 

The  Chairman.  Now,  Mr.  Secretary,  have  the  economists,  in  the 
Department  of  Agriculture,  come  up  with  an  estimate  for  not  fann 
income  for  1975? 

Secretary  Butz.  Ver>'  roughly.  I,  only  this  morning,  chocked  with 
Dr.  Paarlbei^,  He's  missed  his  prediction  so  often  the  last  year,  he's 
getting  gun  shy  en  predictions. 

The  Chairman.  That's  been  true,  I  feel,  of  all  economists. 

Secretaiy  Butz.  Well,  I  still  make  predictions.  Our  net  income  for 
1974  is  eslimiited  at  $27  billion.  We  think  our  gross  receipts  from 
American  accriculturo  in  1975  will  be  equal  to,  or  perhaps  a  little 
larger  than  in  1974,  but  costs  have  escalated  so  rapidly  that  not  income 
may  well  be  in  the  neighborhood  of  $20  billion,  which,  as  I  said  a  while 
ago,  would  be  (he  Ihird  highest  we've  ever  had. 

The  fourth  highest  would  be  $17.5  billion  in  1972.  Twenty  billion 
dollars  is  substantially  below  what  we  bad  2  years  ago  and  below  I  year 
ago^above  -i  yeais  ago  but,  as  I  said,  the  value  of  the  dollar  has 
eroded,  too.  And,  I  suspect  that  a  $20  billion  net  in  1975  would  be  no 
more  in  pureha,sing  power  ihiui  the  $17  billion  was  in  1972  if,  indeed, 
it's  that  much. 

The  Chairman.  It  would  be  a  reduction  in  net  income  approacliing 
30  percent;  wouhl  it  not,  Mr.  Secretary? 

Secretary  Butz.  Yes,  sir;  yes,  sir,  that's  right. 

The  Chairman.  Now,  currently,  our  committee  staff  is  soliciting 
informalion  from  State  agriculture  experiment  stations  on  the  cost  of 
prediction  of  farm  commodities.  I've  asked  the  staff  to  send  this 
material  to  the  press  within  the  next  week  or  so,  so  (hat  it  may  be 
used  for  consideration  by  this  conmiittee  and  the  Congress  in  con- 
sideiing  farm  legislation. 
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Would  you  please  provide  the  committee,  no  later  than  Februajy  2S, 
an  up-to-date  estimate  of  farm  income  estimates  for  1975  and  include 
the  assumptions  on  which  these  estimates  are  made? 

Secret^rj' BuTZ.  Yes,  sir. 

[The  following  information  was  subsequently  received  for  the  record :] 

Quesdoji.  What  are  your  estimates  and  assumptions  regarding  farm  income  for 
197.1? 

Answer.  Realiaed  net  Tarm  income  in  1975  is  tentatively  estimated  at  some- 
where nround  $20  billion.  This  would  still  be  the  third  highest  level  on  record. 
Assumptions  underlying  this  early  estimate  include  the  following:  (1)  normal 
planting,  growing,  and  harvesting  weather,  (2)  a  large  crop  of  gttinti  afld  soybeans, 
considerably  above  the  "poor  weather"  conditions  of  1974,  (3)  large,  but  orderly 
mnrketings  of  cattle  this  year,  with  short  supplies  of  pork,  (4)  a  weak  domestic 
economy,  with  high  unemployment  and  continued  inflation,  and  (5)  another 
increase  in  production  expenses,  but  at  a  slower  rate  than  in  1974. 

I'nder  these  assumptions,  1975  crop  receipts  will  probably  show  a  substantial 
drop,  and  some  slight  improvement  m  livestock  receipts  over  last  year's  poor 
performance  is  expected.  Farmers'  gross  income  may  edge  down.  With  production 
expenses  increasing,  a  sizeable  downturn  in  net  farm  income  is  likely. 

On  the  other  hand,  however,  if  1975  crops  should  turn  out  as  poorly  as  in  1974, 
crop  prices  would  strengthen  significantly  and  receipts  would  remain  near  1974 
li'vels.  Under  this  condition,  livestock  prices  would  weaken  in  the  face  of  heavy 
liquidation  of  cattle.  Also,  the  feed  bill  ti)  farmers  would  jump  sharply  and  push 
production  expenses  well  above  1974  levels. 

The  Chairman.  Mr.  Secretarj'',  because  of  the  disastrous  economic 
conditions  of  cotton  farmers,  and  because  of  the  possible  disastrous 
condition  of  feed  grain  and  wheat  producers,  if  we  have  a  surplus 
crop,  it  is  neces.sarv  that  the  Congress  pass  farm  legislation  quickly 
enough  to  take  effect  in  the  1975  crop  year.  Therefore,  it  will  be 
neces.sarj'  for  the  committee  and  its  sttra  to  do  a  great  deal  of  work 
in  a  very  short  period  of  time,  even  though  you  and  your  policymakers 
may  differ  with  the  decisions  of  this  committee,  can  we  depend  on 
you  to  make  available  to  the  committee  and  the  committee  staff,  the 
expertise  of  the  U.S.  Department  of  Agriculture  for  drafting  and 
perfecting  the  farm  legislation  which  we  may  develop? 

Secretary  Butz.  Yes,  sir,  wo  always  stand  ready  to  be  of  any 
possible  service. 

The  Chaihmax.  Now,  Mr,  Secretary,  on  Tuesday  of  this  week,  we 
heard  many  prominent  witnesses,  both  from  the  administration  and 
from  leading  private  organizations,  testify  as  to  the  hunger  which 
e.Kists  around  the  world  and  the  need  for  additional  food.  On  the 
following  day,  we  heard  witnesses  from  the  peanut  industrj'  testify 
that  you  arc  holding  almost  400,000  tons  of  peanuts,  which  you  refuse 
to  sell  because  you  will  not  sell  them  below  the  support  price.  As  you 
know,  peanuts  are  perishable  and  many  of  the  peanuts  that  are  being 
held  have  already  started  to  deteriorate.  Rather  than  let  these  peanuts 
rot  and  rather  than  let  the  Government  suffer  a  loss  of  millioP-s  of 
dollars  on  these  peanuts,  would  it  not  be  better  to  begin  immediately 
to  move  these  peanuts  out  to  a  hungry  world  both  through  com- 
mercial sales  and  Public  Law  480  shipments? 

l^ecretarv'  Butz.  Well,  we  are  holding  these,  at  the  present  time,  at 
100  percent  of  the  loan  price.  As  you  know,  Mr.  Chairman,  only  in 
the  last  ',i,  4,  or  5  weeks  have  peanuts  ceased  to  move  in  commercial 
<;hiinnels  here.  When  you  say  "wouldn't  it  be  better  to  move  them 
out  rather  than"— if  we  move  them  out,  we  would  sustain  a  loss,  too. 
It's  just  a  question  of  which  kind  of  loss  you  would  sustain. 
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The  CnAinMAN.  Wouldn't  it  be  able  to  keep  the  order? 

Secretary'  Butz.  Well,  I  don't  know  that.  If  you  do  that,  you  mtdn- 
toin  YOU  have  price  limits  if  you  do  that  and  I  know  in  prior  years 
we  sold  these  peanuts  for  crushing  and  exporting,  wliatever  the  market 
would  take.  As  you  know,  the  peanut  program  was  a  very  expensive 
one  relatively  speaking  aa  recently  ai;  2  years  ago.  I  think  we  dropped 
some  S78  or  $80  million  in  goods.  In  the  last  year,  it  hasn't  cost  any- 
thing and  that's  no  particular  credit  to  peanuts.  That  just  reflects  a 
high  world  price  for  soybean  oil  and  for  vegetable  oil,  so  that  the  oil 
has  moved  well.  The  world  price  is  coming  down  on  vegetable  oil 
generally  and  I  think  peanuts  are  heading  for  trouble  again,  as  nearly 
as  I  can  tell.  We  are  heading  into  a  situation  where,  unless  we  change 
programs,  they  are  going  to  have  a  net  loss  any  way  you  slice  it  but 
may,  again,  api)roaching  $70  or  $80  million  or  some  people  a&y  even 
$100  million.  That's  one  of  the  reasons  we've  taken  this  position — 
that  this  program  needs  a  change  .We've  met  with  an  advisory  group, 
the  industry  group,  as  you  know,  and  I  understand  the  group  iteelf  is 
coming  forward  with  some  recommended  legislation. 

The  Chairman.  My  time  has  expired.  Senator  McGovem. 

STATEUEin:  OF  HON.  OEOEOE  HcCWVEKK,  A  U.S.  SENATOB  FBOU 
THE  STATE  OF  SOTJTH  DAKOTA— Eesuiaed 

Senator  McGovbrn.  Mr.  Secretary,  one  of  the  qualities  I  admire 
in  you  is  your  appreciation  of  blunt  talk. 

Secretary  Butz.  You  and  I  have  that  in  common,  George. 

Senator  "McGovEBN.  Well,  I  hope  we  do.  I  don't  want  you  to 
resign;  I  just  want  to  help  you  be  a  better  Secretan,-, 

Secretary  Butz.  They  just  handed  me  this  this  morning.  Doesn't 
that  say  you  call  for  my  resignation? 

Senator  McGovern.  Well,  there's  some  "ifs"  in  there. 

Secretary  Butz.  There's  some  "ifs"  and  "huts"  in  there. 

[Laughter.] 

Senator  McGovern.  The  basic  purpose  of  American  agriculture, 
as  you  know,  ia  to  feed  the  American  people.  We've  worked  very 
hard,  both  in  the  e.vocutive  branch  and  on  this  committee,  to  provide 
programs  to  help  the  farmer  produce  and  to  help  them  produce 
profitably. 

We've  also  tried  to  assure  that  the  American  consumer  in  this 
country  gets  a  decent  diet.  These  efforts,  I  think  it's  fair  to  say,  are 
being  tested  now  as  critically  as  they  have  been  since  the  Great 
Depies,-.ion.  The  problem  is  not  so  much  getting  a  day's  work  out  of 
people  for  a  day's  pay,  but  the  fact  that  we  have  7  or  S  million  people 
that  can't  find  jotra  at  all. 

These  are  real  flesh  and  blood  human  beings  like  the  autoworker 
who  testified  before  the  Nutrition  Committee  in  Detroit  a  couple  of 
weeks  ago — a  45-year-old  man  who  broke  do^\-n  and  wept  in  front  of 
that  committee  because  he  coiddn't  feed  his  family.  There  are  people 
like  the  old  woman  who  was  found  dead  in  a  St.  Petersburg  flat  a 
few  days  ago.  She  weighed  76  pounds.  The  coroner  frankly  said  she 
just  starved  to  death ;  slie  died  of  malnutrition. 

I  think  tliat  kind  of  thing  should  not  be  happening  in  America. 
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The  Food  Stamp  Program,  in  the  beginning,  was  designed  to  make 
%ure  that  kind  of  thing  doesn't  happen.  But  it's  clear  to  me  that,  as 
tliis  crisis  deepens,  we  are  going  to  have  an  even  more  severe  strain  on 
the  program. 

We  really  don't  need  any  further  studies  to  show  that  there  lo* 
people  in  this  country  who  can't  afford  a  decent  diet.  You  would  see 
the  evidence  of  that,  as  I  have,  in  visitmg  some  of  these  food  stamp 
offices  where  the  lines  begin  to  form  at  5  o'clock  in  the  morning,  It^ 
a  prim  and  depressing  experience  to  be  out  there  with  these  people.  I 
really  don't  think  the  Confess  ever  intended  that  the  progratp  should 
"*  work  that  way— the  long  Imes  of  people  standing  out  there  in  the  cold 
before  dawn  waiting  for  an  opportunity  to  be  certified  and  to  qualify 
for  this  program. 

But,  what  bothers  me,  Mr.  Secretary,  is  that,  very  frankly,  I  don't 
think  you  like  the  Food  Stamp  Program.  I  think  you  regard  it  as  a  kind 
of  embarrassing  welfare  program.  You've  complained,  at  various  times, 
about  it  being  a  program  that  encourages  irresponsibihty  and  laziness 
on  the  part  of  the  American  people. 

It's  my  own  view  that  nothing  will  make  a  person  lazier  than  the 
pangs  of  hunger  or  a  bad  diet.  Now  I  wouldn't  mention  your  personal 
feelings  about  this  program  if  I  didn't  think  it  was  important  to  how 
tlie  program  is  administered  at  the  State  and  local  level.  And  it's  my 
own  judgment,  after  observing  it  for  a  number  of  years,  that  the 
program  is  not  working  as  well  as  it  should,  at  the  State  and  local 
level,  partly  because  administrators  really  feel  that  you  don't  want 
to  do  work  as  intended. 

I  know  that's  a  serious  charge  and  I'm  prepared  to  back  it  up. 

The  Nutrition  Committee  will  issue  a  special  report  shortly  on  the 
whole  food  stamp  program,  with  a  dozen  or  so  recommendations  and 
every  one  of  those  recommendations  are  matters  that  could  be  imple- 
mented without  legislation.  I  think  the  reason  it  is  not  done  by  your 
Department  is  that  you  simply  do  not  want  more  people  in  this  pro- 

fram  receiving  more  adequate  benefits  as  intended  by  the  Congress. 
nstead  of  that,  we  are  gomg  to  have  to  go  through  more  battles  with 
3-0U  and  the  administration  if  we're  going  to  take  care  of  the  needs  of 
these  hungry  and  deserving  people. 

I  still  can't  understand  the  recent  attempt  that  was  made  to  cut 
back  the  Food  Stamp  Program  by  a  regulation  that  you  signed,  unless 
one  understands  it  simply  as  a  matter  of  a  personal  negative  philosophy 
on  your  part  toward  America's  hungry.  It  certainly  made  no  fiscal 
sense  at  all  to  take  money  out  of  the  pockets  of  low  income  f  amiUes — 
money  that  would  move  more  quickly  into  the  econocoic  stream  than 
a  similar  concession  to  people  on  higher  income  levels. 

It's  that  kind  of  negative  attitude — almost  the  impres^on  that  you 
don't  want  the  program  to  reach  those  who  are  presently  outside  of 
it  but  who  qualify  and  should  be  taken  care  of. 

The  point  I  want  to  make  here  basically  this  momii^,  Mr.  Secre- 
tary, is  that  whether  you  like  the  Food  Stamp  Program  or  not,  it  is 
your  duty  to  see  that  it  works  and  that  it  works  as  efficiently  as  pos- 
sible. And  it  shouldn't  require  court  orders.  People  shouldn't  have  to 
go  to  court  to  get  your  Department  to  enforce  the  law. 

And  that's  why  I  said  that  if  you  don't  like  the  food  stamp  pro- 
gram— and  I  stress  the  "if" — as  written  and  if  you  don't  want  to  run 
47-109— 75— pt.  2 B3 


,y  Google 


1074 

it  tie  way  Congress  intended,  then  I  think  you  should  reagn  as 
Secretary  and  come  up  here  to  the  Congress  whereyou  have  the  power 
to  chaise  the  prc^am  or  eliminate  it  entirely.  But,  as  long  as  you 
are  in  the  job  of  Secretary,  you  should  reread  that  Jaw  which  requires 
you  and  no  one  else  to  administer  this  program  in  an  effective  and 
efficient  manner. 

Now,  let  me  just  illustrate  what  I'm  talking  about  so  that  we're 
just  not  operating  on  the  theoretical  level  here. 

Section  5(a)  of  the  law  directs  you  to  extend  this  program  to  those 
households  whose  income  and  resources  are  determined  to  be  sub- 
stantial limiting  factors  in  permitting  them  to  purchase  a  nutritionally 
adequate  diet.  And  that  means  all  households  who  so  qualify. 

Section  7(a)  directs  you  to  insure  that  the  stamps  enable  a  family 
to  buy  a  nutritionally  adequate  diet.  Section  7(b)  directs  that  the 
chaise  for  the  stamps  shall  he  a  reasonable  investment  on  the  part  of 
the  household  but  in  no  event  more  than  30  percent  of  the  household 
income. 

Section  10(e)(2)  requires  that  you  prescribe  appropriate  procedures 
for  the  certification  of  households  ana  you  have  now  issued  r^^lations 
stating  that  subsequent  to  applying  an  ehgible  household  must  be 
certified  within  30  days.  That's  your  own  regulation. 

Section  10(e)(5)  du-ects  you  to  administer  an  effective  outreach 
program  so  that  millions  of  eligible  families  who  need  food  stamps 
know  about  this  program  and  know  how  it  works  and  know  how  to 
qualify. 

Now,  Mr.  Secretary,  your  administration  of  tliis  program  daily 
violates  those  provisions  of  the  law — not  only  the  law  as  passed 
by  Congress  but  even  j'our  own  regulations.  Despite  the  direction  to 
extend  this  program  to  all  eligible  families,  there  are  at  least  15  million 
Americans  who  need  the  assistance  and  are  not  receiving  it. 

Despite  the  direction  that  only  a  reasonable  investment  and  m 
no  event  more  than  30  percent  of  a  family's  income  be  required,  you 
attempted  to  charge  30  percent  for  everyone.  You  must  have  known, 
OS  the  courts  know,  that  is  a  violation  of  the  Law. 

Despite  the  direction  that  the  amount  of  stamps  enable  a  family 
to  buy  a  nutritionally  adequate  diet,  we  know  that  the  current 
economy  diet  approved  by  your  Department  will  not  last  the  average 
family  for  30  days  despite  the  direction  that  apphcants  be  certified 
within  a  reasonable  period  of  time,  which  you  have  said  is  not  more 
than  30  days,  your  Department  itself  estimates  that  at  least  65,000 
people  are  now  waiting  longer  than  30  days  and  the  Nutrition  Com- 
mittee staff  believes  that  figure  may  go  as  high  as  100,000. 

And,  finally,  despite  the  direction  to  administer  an  effective  out- 
reach program^n  other  words,  to  tell  the  American  people  about 
this  program  and  how  it  works — a  United  States  Distnct  Judge 
recently  found  of  your  performance,  and  I  am  quoting,  "the  Sec- 
retai^'s  response  to  the  congressionid  directive  wnen  viewed  in  its 
totality  is  fairly  described  as  a  total  failure  on  his  part  to  do  what 
the  Congress  intended  him  to  do." 

A  total  failure,  Mr.  Secretarj.  That's  a  lot  stronger  lai^uage  thaD 
I've  used.  I  never  said  you  were  a  total  failure. 

Secretary  Butz.  Just  99.4  [Laughter.] 


,y  Google 


1075 

Senator  McGovern.  So  for  whatever  reasons,  Mr.  Secretary, 
"oii've  chosen  to  overlook  the  law  and  the  intent  of  the  Congress 
md  instead  of  facing  up  to  the  Nation's  crisis  and  the  h\mger  it 
loints  to,  we,  in  effect,  find  ^our  Department  taking  food  stamps 
>ut  of  the  hands  of  people,  raising  the  price,  restricting  the  regulations 
ind  causing  these  long  lines,  and  failing  to  encourage  the  States  to 
idminister  the  program  more  aggressively. 

So  I  urge  you,  Mr.  Secretary,  on  behaU  of  the  congressional  intent, 
■n  behalf  of  the  law,  on  behalf  of  our  fellow  citizens  to  make  this 
irogram  work  as  the  Congress  intended  before  it  becomes  necessary 
or  Conerress  to  do  battle  with  you  once  again. 

The  Chairman.  You  may  respond,  Mr.  Secretair. 

Mr.  BxiTZ.  Well,  you've  made  some  very  serious  allegations.  Senator, 
vhen  you've  accused  me  of  deliberately  violating  the  law.  I  simply 
■an't  sit  here  and  take  that  without  fighting  back. 

Senator  McGoven.  Well,  I  didn't  expect  you  to. 

Mr.  BuTZ.  Because  that  absolutely  is  not  true.  It  may  have  been 
hrough  oversight  or  n^ligence  or  error  in  cases  like  that  we  may 
lave  sometimes  done  that.  We  may  have  sometimes  run  contrary  to 
he  expression  of  Congress  but  I  can't  let  you  sit  there  and  say  that 
've  deliberately  violated  the  law.  I  swore  when  I  took  this  office 
liat  I  would  uphold  the  law  and  I  think  I've  done  that. 

Now,  then,  to  come  back  to  this  food  stamp  thing.  Never  in  the 
ustory  of  the  United  States,  in  the  history  of  any  nation  in  the  world, 
lave  governments  been  as  generous  with  free  food  as  this  administra- 
ion.  We  currently  have  better  than  17  million  Americans  on  food 
tamps.  Now,  maybe  there  ought  to  be  27  million.  I  won't  argue  that. 
Jut  there  are  17  million  on  food  stamps.  The  budget  in  our  Depart- 
nent  for  food  stamps  has  escalated  a  great  deal  until  now  we  are  a 
oajor  welfare  department  in  agriculture.  Sixty-four  peicent  of  our 
JSDA  budget  this  year  is  welfare  omitting  the  Pubhc  Law  480.  If 
put  the  billion  dollars  of  Public  Law  480  in  there  I'm  over  70  percent 
velfare  and  frankly  I'm  concerned  about  that.  I'm  afraid  that  if  that 
:ontinue3  to  escalate  at  some  point  in  time  when  the  inevitable  drive 
omes  for  governmental  economy  and  the  orders  come  through  to 
ake  a  10  percent  or  a  20  percent  cutback  in  USDA  budgets  you 
an't  touch  this.  You  touch  tne  scientific  work,  you  touch  the  research 
vork,  you  touch  the  conservation  work,  you  touch  the  forest  work, 
-ou  touch  the  Soil  Conservation  Service  and  these  are  very  essential 
hings  in  the  Department  of  Agriculture  and  for  this  Nation. 

Now,  then 

Senator  McGovekn.  Could  I  stop  you  at  that  point? 

Secretary  Butz.  No,  the  Chairman  gave  me  time  to  respond  there. 

Senator  McGovern.  I  just  wanted  to  comment,  but  I'll  wait. 

Secretary  Butz,  Well,  I  hid  to  wait  for  you.  [Laughter.] 

I  was  chomping  at  the  bit  here.  You  talk  about  the  administration 
if  this  program.  Tnis  is  a  State-administered  program  and  State  welfare 
^encies  administer  this  program  under  gmdeunes  set  down  by  the 
Jepartment  of  Agriculture.  State  departments  of  welfare  have  primary 
esponsibility  for  the  outreach  program.  Thw  pick  up  half  the  cost, 
'e  pick  up  half  the  cost  on  a  matchmg  basis.  'This  has  been  escalated  I 
hink,  frankly,  in  the  proposal  we  have  this  adjustment  last  time  to 
love  up  to  30  percent  of  adjusted  income  was  in  compliance  with  the 
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Jiiw ;  it  was  not  in  violation  of  the  law.  And  whether  or  not  that  provides 
ftu  adequately  nutritious  diet  is,  agun,  a  matter  of  interpretation.  At 
tlie  present  time  food  stamp  recipients  in  this  country  pay  an  aver&pe 
of  2a  percent  of  their  adjusted  income  for  the  food  they  purchase.  Now, 
what's  adjusted  income?  To  get  adjusted  income  you  have  a  whole 
series  of  throwouts — from  the  gross  income  you  throw  out  first  10 
percent,  then  you  throw  out  the  taxes  they  pay,  then  you  throw  out 
the  union  dues,  then  you  throw  out  medical  costa  over  $10  a  month; 
then  you  throw  out  ront  over  30  percent  of  the  adjusted  income,  wliich 
is  a  very  low  figure  so  that  at  the  present  time  food  stamp  recipients 
instead  of  |»aying  23  percent  of  their  adjusted  income  pay  12  percent  of 
total  income  for  food.  Our  proposal  would  have  raised  this  on  the 
average,  again,  you  can  alwa3"s  pick  out  cases — individual  cases  of 
hardship. 

Our  proposnl  would  have  raised  this  to  16  percent  of  total  income 
wlii'h  is  substiintiiiUy  below  the  share  of  total  income  for  food  spent  by 
the  entire  population  and  especially  spent  bv  low  income  people  not 
on  food  stamps.  Our  proposal  would  have  benefited  some,  it  would 
have  injured  some  in  increased  costoffood.lt  was,  I  think,  consistent 
with  the  President's  desire  to  get  some  degree  of  iiontrol  in  this  whole 
expenditure  process.  Our  best  studies  show  that  the  food  stamps  are 
in  part  iUid  frequently  in  large  part  an  income  supplement  program. 
We  don't  know  just  exactly  how  much  a  dollar's  worth  of  food  stamp-; 
issued  results  in  uicreased  food  purchases,  Our  best  evidence  is  souic- 
wlicTc  around  50  cfiils,  in  some  cases  less  Ihan  50  cents.  This  doesn't 
niciiu  the  food  stiiuip  recipients  spend  their  food  sitamps  for  non- 
ehgible  items.  It  merely  means  tliat  this  displaces  dollars  that  woiiM 
have  Ix'cn  spent,  for  food  so  that  the  Food  Stamp  Program  in  reui 
e^s^ni^e  is  an  income  supplement  program  speaking  in  averages;  for 
individuals  tiuit  is  not  necessarily  true.  And  this  is  one  of  the  cases 
where  I  think  it  make-;  sense  to  take  a  hard  look  at  this  whole  welfare 
program  to  transfer  this  pro-am  out  of  the  Department  of  Agri- 
culturo  into  HEW  and  meld  it  into  a  revised  welfare  packa^  tnai 
really  meets  the  needs  because  we  are  essentially  a  welfare  program 
here  rather  than  a  food  supplement  program. 

The  Chairm.w.  Senator  Dole. 

Senator  Dole,  I'll  yield  a  minute  to  you,  Senator,  if  you  want  to 
respon<l. 

■  Senator  McGoverx.  Well,  I  don't  want  to  take  the  Senator's 
time  hut  let  me  just  respond  on  this  matter  of  the  Department 
operating  welfare  programs. 

I'iri  not  going  to  argue  with  the  Secretary  that  perhaps  the  budget 
costs  for  this  ought  to  be  figured  in  some  other  department.  Mavbe 
thai  makes  sense.  What  I  am  saying  is  that  as  lon^  aa  the  law  provides 
tlial  the  Department  of  Agricidture  is  to  administer  thiB  program 
according  to  certain  guidelines— until  wo  change  that  law — ^j-ouhft« 
some  obligation  to  eiiri^-  out  what  the  Congress  hitended.  It  isn't 
just  my  opinion  when  I  say  a  Fc<loral  judge  ndes  it's  been  a  total 
failure  in  terms  of  the  outreach  effort  to  put  this  program  within  the 
umierstanding  and  reach  of  the  American  people. 

I  woidd  just  add  this:  That  when  wo  attempt  to  pass  farm  pnv 
grams  hero  in  the  Congress  to  help  the  farmers  of  this  coimtr^',  it 
'does  sometimes  mako  them  more  attractive  to  some  of  our  urbta 
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frieads  if  there  are  some  "welfare"  programs— if  there  is  a  school 
lunch  program  and  a  program  for  women  and  infanta  and  children, 
^Vhile  you  may  have  some  argument  that  these  are  welfare  costs 
and  not  to  be  labeled  as  that  I  wouldn't  entirely  wTite  them  off  as  a 
means  of  enabling  us  to  keep  this  Department  of  yours  going  at  an 
adequate  level  here  in  the  Congress. 

Tiiank  you,  Senator  Dole,  for  yielding. 

[The  prepared  statement  of  Senator  McGovem  follows:] 

Statement  op  Hon.  Georoe  McGovebn,  a  U.S.  Senator  From  the  State  op 
SouTB  Dakota 

Mr.  Sccn-tary:  I  hope  you  will  forgive  me  if  my  remarks  this  morning  appear 
(ivcrly  liliiiii.  But,  (u^  Homeone  accustomed  to  rather  straight  talk  himself,  1  hope 
Vuu  will  undfrstand  why  these  remarks  arc  neceseary. 

Vc<u  in  Iho  Kxecutive  Branch,  and  we  on  the  Agriculture  Committee — are 
charged  witli  a  heavy  re^iponsibility.  Wc  are  charged  with  making  sure  that  tliis 
great  iiatiim  is  capable  of  providing  its  people  with  adequate  food. 

Ovtr  the  years,  through  a  variety  of  federal  programs,  wc  have  tried  to  insure 
thHt  the  American  farmer  had  sufficient  security  and  return  so  that  he  would 
produce  abundantly  and  profitaltly.  We  have  also  tried  to  insure  that  the  American 
cl•n^llme^ — even  the  poorest  conaumor— could  afford  a  nutritionally  adequate, 
diet. 

Now  these  itrograms  arc  being  severely  tested  by  the  worst  economic  crisis  this 
ci-iiintry  has  faced  since  the  Depression.  The  problem  isn't  whether  Americans  are 
puttiiig  in  a  day's  work  for  a  day's  wages  but  whether  ihey  can  find  work  at  all 

Uneniploymcnt  now  afflicts  8.2  percent  of  the  work  force.  Seven  and  a  half 
liiilliori  Americans  who  want  work  can't  find  it.  Before  this  crisis  pa-sses,  there 
iTiQv  )ie  10  ])crei'nt  of  the  American  work  force  standing  in  the  uneuiployment 
lin.^. 

Th'.!-e  are  nut  just  statistics.  These  are  people,  grown  men  and  women,  like  the 
4."i-yi-;ir-iild  iiut<)  Worker  who  broke  down  and  cried  while  testifying  befiire  the 
Nut.rilitin  Committee  in  Detroit  because  he  was  afraid  ho  could  not  feed  his 
family.  These  are  old  people,  like  the  SO-yearnJd  widow  who  was  found  dead  in 
her  i^^t.  Petersburg  flat,  weighing  only  76  pounds;  the  coroner  actually  declared 
that  she  had  died  from  malnutrition. 

Mr.  S-ecretary,  this  should  not  be  happening  in  America. 

When  the  Food  Ktamp  Program  was  enacted  by  Congress,  we  thought  this 
kind  of  thing  would  not  happen.  We  thought  that,  whatever  ebie,  no  Aniericaii — 
nil  matter  how  poor,  old  or  unemployed — would  worry  about  where  the  next 
meal  was  coming  from. 

The  Food  Stamp  Program  has  an  unlimited  authorization.  It  is  supposed  to 
be  based  on  the  nation's  need.  That  was  the  inteiu  of  Congress;  whatever  it 
takes  to  provide  the  people  with  a  decent  diet  is  wimt  the  Congress  intended  to 

It  doesn't  lake  special  jxiwers  of  ijerception  to  sec  that  the  need  for  this  program 
is  greater  now  than  at  any  time  in  the  recent  past.  We  don't  need  any  further 
studies  to  tell  us  that  millions  of  Americans  are  going  hungry.  We  don't  ha\'e  to 
look  at  more  statistics  to  know  what  is  going  on.  We  only  have  to  rely  on  our 
conimonsense  to  know  that  there  are  hungry  people  in  this  country. 

You  could  sec  the  evidence  yourself  if  you  would  accompany  me  some  morning 
to  a  food  stamp  office  where  the  lines  begin  forming  in  the  dark  and  cold  at  .5:00 
a.m.,  all  across  the  country.  I  invite  you  to  do  that.  It  is  a  grim  and  depressing 
thing.  But  our  fellow  citizens  are  doing  it  by  the  thousands  every  day.  I  don't 
think  Congress  intended  Americans  to  suffer  this  kind  of  indignity  just  to  eat. 

Ah  we  approach  our  200th  Anniversary,  we  should  all  be  re-examining  the 
basic  purpose  of  this  country  as  set  forth  by  the  Founding  Fathers  in  the  Declara- 
tirin  of  Independence  and  the  Constitution.  It  is  that  Itasic;  it  is  that  philosophical. 
It  has  very  little  to  do  with  cheating;  it  has  everything  to  do  with  eating  a.s  one 
of  the  basic  rights  of  every  man.  That  is  the  basic  purpose  of  the  Food  Stamp 
Program— to  promote  the  general  welfare  of  the  American  people  by  looking 
after  the  health  and  well-being  of  those  Americana  who  have  come  upon  bard 
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VL't,  I  think  it  is  fair  to  aay,  Mr.  Secretary,  that  you  don't  like  tbe  Food  Stamp 
Program.  You  complain  about  this  "welfare"  program  and  other  federal  feeding 
pnigrams  being  in  the  Department  of  Agriculture.  You  complain  about  welfare 
programs  like  food  stamps  making  Americans  laiy. 

Actually,  I  can't  think  of  anything  that  can  make  a  man  lasier  or  feel  less  like 
n'orhing  than  the  pangs  of  hunger. 

I  wouldn't  raise  your  personal  feeling  unless  I  thought  it  was  important.  It  is 
important  because  I  think  those  feclitiKS  are  reflected  in  how  this  program  is  run 
on  the  State  and  local  level.  I  don't  think  this  program  is  working  as  well  as  it 
should,  in  large  part,  because  administrators  don  t  feel  you  really  want  it  to  work. 

I  know  that  is  a  serious  charge.  But  1  am  prepared  to  back  it  up.  The  Nutrition 
Committee  will  issue  a  special  report  shortly  on  the  Food  Stamp  Program  with  a 
dozen  recommendations  to  improve  it.  Nearly  all  of  these  recommendations  could 
be  implemented  bv  you — by  changing  the  regulations  without  the  need  for  l^ja- 
lation.  But  I  don  t  believe  you  will  take  any  action  on  these  recommendations 
because  it  would  mean  more  people  in  the  Food  Stamp  Program  receiving  more 
adequate  benefits.  And  you  don't  want  that. 

Instead,  I  believe  we  will  have  to  go  through  another  major  battle  with  you 
flnd  the  President  to  implement  these  changes.  And,  while  we  are  battling,  millions 
of  Americans  will  go  hungry. 

I  still  can't  understand  thU  recent  attempt  to  cut  back  the  Food  Stamp  Program 
by  regulation  which  you  signed,  except  as  a  matter  of  personal  philosophy  and  a 
negative  attitude  toward  putting  a  floor  under  America's  needy.  It  certainly 
didn't  make  any  fiscal  sense.  No  money  gets  into  the  economy  quicker  than  that 
received  by  the  poor  who  can't  save  it  like  you  or  me  but  must  spend  it  immediately 
to  feed  their  families. 

This  negative  attitude  flies  in  the  face  of  the  law.  Whether  you  like  the  Food 
Stamp  law  or  not,  it  is  your  duty  to  see  that  this  program  works — and  it  shouldn't 
take  court  suits  all  over  the  country  to  make  you  do  it.  If  you  don't  like  the  Food 
Staniji  Program  an  written  and  you  don't  want  to  run  it  right,  then  I  suggest  you 
resign  tun  Secretary  of  Agriculture  and  join  us  up  here  in  Congress  where  you  can 
changi*  it  or  eliminate  it  altogether. 

In  the  meantime,  so  long  as  you  remain  Secretary,  I  suggest  that  you  re-read 
the  law  which  requires  you — and  no  one  else — to  administer  this  program  in  an 
"cflectivc  and  efficient"  manner. 

JjCt  ine  cite  you  some  examples  of  what  I  believe  this  means. 

Section  5(a)  of  the  law  directs  you  to  extend  the  Program  to  "those  households 
whose  income  and  resources  are  determined  to  be  substantial  limiting  factors  in 
l>ermitting  them  to  purchase  a  nutritionally  adequate  diet." 

Section  7(a)  directs  ynu  to  insure  that  the  stamps  enable  a  family  to  buy  a 
"nutritionally  adequate  diet." 

Section  7(b)  directs  that  the  charge  tor  the  stamps  shall  be  "a  reasonable 
investment  on  the  part  of  the  household,  but  in  no  event  more  than  30%  of  the 
household's  income." 

Section  10(e)  (2)  reauires  that  you  "prescribe"  appropriate  procedures  for  the 
"cerlification  of  housenold""  and  you  have  issued  regulations  stating  that  aubae- 
quent  to  applying  an  eligible  household  must  be  certified  within  30  days. 

Section  lll(e)(r))  directs  you  to  administer  an  effective  outrench  program  so 
that  the  millions  of  eligible  families  who  need  food  stamps  can  be  aware  that 
thi-y  exist. 

Sir.  Secretary,  your  administration  of  this  program  daily  \'iolates,  not  only  the 
law  as  passed  by  Congress,  but  even  your  own  regulations  issued  pursuant  to 
the  law. 

I'JePiiite  the  direction  to  extend  this  program  to  all  eligible  families,  there  are  at 
lea«t  15  million  Americans,  by  the  most  conservative  estimate,  who  need  the 
assistance  of  food  stamps  but  nre  not  receiving  them. 

Despite  the  direction  that  only  "a,  reasonable  investment  ...  in  no  event 
more  than  30%  of  n  family's  income"  be  required,  you  attempted  to  charge  30''p 
ncnmi  the  board  and  still  charge  the  maximum  for  many  families,  some  of  whom 
can  not  afford  it. 

Despite  tlio  direction  that  the  amount  of  stamps  enable  a  family  to  buy  a 
"nuiritionallj-  adequate  diet."  wc  know  that  the  current  "economy  diet"  approved 
hv  vou  will  not  last  a  month  for  the  average  family. 

']")espiie  the  direction  that  applicants  be  certified  within  a  reasonable  period  of 
time — and  vour  own  regulation  setting  forth  30  days  as  such  n.  period — USD.\ 
itscir  i-^tinuite^  lliat  at  least  (i.'i.OOO  iM-rsons  are  wailing  longer  than  t.h:tt  and  the 
Nutrition  Committee  staff  Ijelicvea  the  figure  may  go  aa  high  as  100,000. 
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Finally,  despite  the  direction  to  administer  an  elective  outreach  program,  a 
federal  district  judge  recently  found  of  your  perfonnance:  "The  Secretary's 
response  to  the  Congression^  directive,  when  viewed  in  its  totality,  is  fairly 
described  as  a  total  failure  on  his  p^rt  to  do  what  the  Congreea  intended  hiiu  to 
do."  "A  total  failure,"  Mr.  Secretary.  That's  atrons;  language. 

For  whatever  reasons,  Mr.  Secretary,  you  have  chosen  to  overtook  the  law  and 
the  intent  of  Congress.  Instead  of  facing  up  to  the  nation's  crisis  and  the  hunger 
that  it  pointe  to,  we  Gad  you  and  the  Administration  trying  to  pull  food  stiunpe 
out  of  the  hands  of  milUoDs  by  raising  the  price,  by  restrictive  regulations  cau^ng 
long  lines  and  Longer  waits  for  the  stamps  themselves  and  by  failing  to  encourage 
the  states  to  serve  the  needy  more  ag^*e3sively. 

I  urge  you,  Mr.  Secretary,  on  behalf  of  millions  of  our  fellow  citizens,  to  maks 
this  program  work  as  Congress  intended  before  it  becomes  necessary  for  tho 
Congress  to  do  battle  with  you  once  again. 

The  Chairman.  Senator  Dole. 

STATEMENT  OF  HON.  KOBEBT  SOLE,  A  TT.S.  SEHATOB  FBOU  THE 
STATE  07  EAHSAS— Besnmed 

Senator  Dole.  Well,  I  appreciate,  Mr.  Secretary,  your  being  here 
and  I  know  you  are  happy  to  visit  this  Senate  Agriculture  Committee 
from  time  to  time — every  6  or  8  years  probably  would  be  often  enough. 

Secretary  Butz.  Not  so.  I  enjoy  it. 

Senator  Dole.  And  I  hope  that  the  charges  made  by  my  friend 
from  South  Dakota  and  rebuttal  by  the  Secretary  will  terminate  that 
part  of  the  hearing. 

I'm  concerned  about  food  stamps,  too,  and  I  also  read  the  act  and  I 
think  you  are  probably  within  the  law,  obviously,  if  I  read  it  correctly. 
I  think  everyone  on  this  committee  expressed  concern  about  a  study  of 
food  stamp  operations,  not  suggesting  that  there  were  wholesale 
abuses  but  suggesting  there  might  be  ways  to  tighten  it  up  to  make 
more  people  eligible  and  to  tighten  up  the  administration.  And  we 
directed  the  Secretary  to  have  that  study  completed  by  Jtme  30.  But  - 
it  occurs  to  me  that  if  we  wait  until  June  30,  there  may  be  some  bill 
passed  or  a  change  made.  Is  there  any  way  you  can  expedite 
that  study? 

Secretary  Butz.  Yes,  sir,  Senator.  I  told  the  President  just  last 
week  we  are  going  to  have  our  study  completed  and  our  recommenda^ 
tions  ready  in  our  Department  by  April  1 .  I  came  back  and  told  my 
staff  that.  They  were  a  Uttle  shocked  out  we're  going  to  have  it  ready 
by  April  1. 

Senator  Dole.  I  think  that  would  be  very  helpful.  I  know  the 
Nutrition  Committee  spends  a  great  deal  of  time  in  this — maybe  not 
this  particular  aiea  but  I  think  it  might  be  helpful  to  this  committee — 
the  Legislative  Committee  to  have  the  information.  I've  heard 
Senator  Humphrey  say  on  television  we  need  more  oversight  in  the 
Congress  and  I  share  that  view  and  we  can  maybe  help  some  people 
who  aren't  receiving  the  benefits  and  remove  some  who  shouldn't 
be. 

I  think  just  in  summary  we've  had,  as  the  chairman  indicated,  very 
extensive  hearings  and  some  very  good  witnesses  for  the  most  part, 
all  expressing  concern  about  agriculture,  expressing  concern  about 
consumers  and  expressing  concern  about  all  the  proBlems  we  have,  I 
was  pleased,  Mr.  Secretary —  you  indicated  at  least  a  real  hope  to 
scuttle  the  monitoring  system  and  the  prior  approval  on  sales  of  wheat 
and  soybeans  and,  I  guess,  soybean  meal? 
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Secretary  BuTZ.  Yes,  sir. 

Senator  Dole.  And  that  is,  you  think  rather  hopeful? 

Secretary  BuTZ.  Yes,  sir;  I  do.  I  think  the  time  is  nere  to  do  it. 

Senator  Dole.  We've  had,  of  course,  as  you  might  suspect—' 
and  you  covered  in  your  statement,  testimony  on  beef  imports  and 
dairy  imports,  1  don't  know  whether  you  want  to  elaborate  oa  that 
but  you  did  indicate  that  the  beef  imports  are  less  than  the  amount 
that  it  would  take  to  trigger  it  under  the  1964  act. 

Secretary  Butz.  1966.  The  President  indicated  last  fall  in  a  Sioux. 
Cit^  speech  that  he  would  not  permit  a  flood  of  imports  in  this  country 
to  mterfere  seriously  with  our  own  domestic  pricing  and  he  has  suice 
taken  action  to  implement  that  statement. 

Senator  Dole.  Someone  just  handed  me  a  clipping  here  which  I  am 
certain  you  are  going  to  be  asked  to  comment  on  later. 

Secretary  Butz.  Let  me  read  it.  I'll  read  it  while  you're  talking. 

[Laughter.] 

Senator  Dole.  I  also,  while  you  are  doing  that,  Mr.  Secretarii- — 
because  I  think  you  are  very  competent  and  can  do  two  ihing^^ab 
once 

[Laughter.] 

[The  above-referred-to  article  follows:] 

[K«prlat  (ram  Des  Holnei  Regiater,  Feb.  SO,  19TS] 
"A  Few  Farukrb  Going  Broke  Is  Higalthv,"  Satb  TJSDA  OpriciAL 

(By  George  Anthan  and  Jnmes  Risser) 

Washington,  D.C— A  high  ofliciol  of  the  U.S.  Department  of  Agriculture 
(USDA)  has  told  farmers  that  "a  few  of  um  (farnierf-)  going  broke  each  year  is  one 
of  the  moi>t  healthy  things  there  is." 

Kenneth  Prick,  adminislrator  of  the  XTSDA's  Agricultural  Stabilixation  and 
Conservation  Service,  made  the  comment  nhile  addressing  the  department's 
Grain  Advisory  Committee  at  a  meeting  here  Friday. 

Frick's  remarks  were  rejjcrted  later  by  an  official  of  the  National  Farmers  Union 
who  was  at  the  meeting.  Frick  was  reached  by  telephone  Wednesdoy  while  attend- 
inea  USDA  meeting  at  Sacramento,  Calif.,  and  he  confirmed  the  statement. 

The  stabilization  service  chief  said  he  was  emphasizing  that  under  this  country's 
tree  market  and  free  enterprise  system,  inefficient  prixlucers  tend  to  go  out' of 
business,  leaving  those  who  are  more  productive. 

"It  tends  to  sharpen  those  of  \i^  who  remain,"  Frick,  a  former  California  cotton 
producer,  said  Wednesday.  "You  and  I  both  know  that  a  lot  of  farmerfi  remain 
in  business.  But  a  few  inefficient  ones  go  out  of  business,  and  the  eonsumer  is  the- 
main  beneficiary  from  a  sharp,  efficient  system." 

Frick'e  comments  have  been  dL^itributed  by  the  National  Farmers  Union  office 
here  to  the  organ! lati on 's  state  presidents. 

Cy  Carpenter,  president  of  the  Minnesota  Farmers  Union,  told  the  Senate 
Agriculture  Committ«o  during  a  hearing  Wednesday  that  "if  we  understand  tlie 
{tJSDA's)  theory,  it  is  supposed  to  work  like  this:  The  bankruptcy  of  a  few  id 
supposed  to  send  signals  back  to  others  of  what  the  market  wants.  The  smart 
operators  will  react,  readjust  and  presumably  prosper." 

Carpenter  continued,  "The  fault  of  thin  philosophy  is  that  it  has  nothing  to 
offer  when  there  is  bankruptcy  for  the  many,  not  jast  for  the  few.  It  has  nothing 
to  stem  the  tide  when  there  is  an  exodus  out  of  dairying,  livestock  or  hogs." 

Many  fanners  are  especially  sensitive  over  the  Ford  admi nitration's  strong  op- 
position to  efforts  by  some  farm-stote  members  of  Congress  to  increase  government 
support  prices  on  cotton  and  grains. 

Also,  cattle  producers  have  been  in  an  economic  depression  for  more-  than  a  year, 
and  some  have  been  forced  out  of  business. 
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Two  cattle  industry  organiiBtiona  told  the  Senate  Agriculture  Committee 
*\'t-dnesday  they  oppose  any  form  of  government  price  supports  on  beef,  despite 
the  fact  that  the  industry  is  in  "critical  financial  straits." 

However,  a  California  cattleman  and  the  Minnesota  Farmers  Union  asked  for 
guvcmment  aid. 

^leanwhilc,  the  USDA  reported  that  farmers'  net  incomes,  wliich  soared  to  a 
record  $32.3  billion  in  1973,  plunged  neary  16  per  cent  la»t  year  and  are  expected 
t»  drop  at  least  anottier  12  per  cent  this  year. 

After  1973's  record  farm  income — nearly  double  that  of  1972 — livestoclt  prices 
toppled  and  harvests  were  shortened  by  bad  weather.  As  a  result,  net  farm  income 
in  1974  dropped  to  $27.2  billion  but  still  was  the  second  largest  on  record  the 
di.'piirtment  said. 

IOWA  OCTIiOOE 

The  USDA  did  not  reveal  individual  stat«  statistics  on  net  farm  income  laat 
year.  However,  Iowa  State  University  agricultural  economist  Dr.  Gene  Futrell 
at  Ames  said  bis  research  indicates  that  Iowa  net  farm  income  "probably  paral- 
Irbi  the  16-per-oent  drop  that  toolc  place  nationally." 

Prices  of  corn,  wheat  and  soybeans  have  Ijeen  dropping  recently,  and  the 
VSDA's  Outlook  and  Situation  Board  reported  on  that  demand  for  U.S.  agrjcul- 
tiir.il  products  is  softening  and  producers,  particularly  grain  farmers,  may  be 
caught  in  an  "uncomfortable  squeeze." 

The  USDA's  Economists  said  the  price  drops  are  coming  at  a  time  when 
farmers'  costs  are  "soaring." 

.-^t;il)ilization  service  chief  Friclt  said  both  he  and  Agriculture  Secretary  Earl 
Bui  t.  believe  the  marketplace,  rather  than  the  government,  should  determine  the 
\y\te  Kit  commodities  produced,  the  level  of  production  and. the  efficiency  of 
liniduccrs. 

He  said  that  as  cotton  surpluses  have  developed  and  prices  have  dropped,  many 
cotton  producers  have  shifted  to  other  crops,  mainly  soybeans. 

Frick  said  that  while  Iowa  farmers  concentrate  on  corn,  soybeans  and  livestock, 
"they  can  raise  wheat  as  an  option." 

CHEAP    GRAIN 

At  the  .Senate  hearing,  Gordon  Van  Vleck,  president  of  the  American  National 
Cattlemen's  Association,  .said  past  government  intervention,  including  meat- 
Ijrice  freezes  and  "cheap  grain"  policies,  have  been  at  least  partly  responsible  for 
the  l)eer  industry's  current  problems. 

''^Vc  are  opposed  to  proposed  target  price  and  subsidy  concepts  for  the  beef 
callle  industry,"  he  told  the  Agriculture  Committee.  Such  programs  would 
inii>osc  hi^cr  costs  on  taxpayers  and  could  lead  to  "government  production 
Ci'mriiL*  and  higher  direct  prices  to  consumers,"  he  said. 

\'iiii  Vleck  said  his  organization  also  opposes  establishment  of  government- 
controlled  grain  reserves,  for  fear  they  would  lead  to  depressed  grain  prices  and 
aniiilier  cycle  of  over-production  of  cattle. 

n  IS  ASTRO  us    POSITION 

Don  F.  Mogdanz,  executive  vice-president  of  the  National  Livestock  Feeders 
.Association,  told  the  committee  that  "the  cattle  industry  is  still  In  a  disastrous 
economic  position  with  slaughter  continuing  at  high  levels,  beef  production  at  an 
un|)rccedented  rat«,  and  no  substantial  evidence  of  relief  from  these  conditions 
foK-^eeablc  In  the  Immediate  future." 

But  he  said  "cattle  feeders  and  producers  have  not  been  camping  on  the  door- 
steji  of  Congress  demanding  price  supports  and  price  assistance.  It  is  contrary  to 
our  policy.'" 

E^uch  supports  had  been  ui^d  upon  the  committee  earlier  by  the  Midcontinent 
Farmers  Association,  which  said  many  cow-calf  producers  are  near  bankruptcy. 

Carpenter,  head  of  the  Minnesota  Farmers  Union,  charged  that  the  cattlemen's 
organizations  "must  bear  part  of  the  blame  for  the  roller-coaster  conditions 

that  have  pre-    "    ''  "  '  '"    "  —    -■ ^- 
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He  urged  "a  system  of  price  floors  under  livestock  prices,"  saying  "sometliiDg 
better  is  needed  than  to  put  the  livestock  farmers  througti  the  economic  wiingei 
every  two  or  three  years. 

Lawrence  J,  Moore,  a  cattle  producer  from  Stonyford,  Calif,,  said  govemmoit 
control  over  the  amount  of  beef  produced  each  year  "is  the  only  salvation  tor 
the  beef  cattle  industiy." 


In  his  testimony,  Magdanz  urged  federal  legislation  to  aasure  payment  of 
cattle  producers  by  packers,  to  prevent  the  situation  that  led  to  the  recent  bank- 
ruptcy of  American  Beef  Packers,  Inc.,  of  Omaha,  Neb. 

He  suggested  prompt  payment  requirementa,  packer  bonding,  an  insurance 
system,  and  other  possible  measures  to  protect  producers. 

Senator  Dole.  There  was  a  story  in  this  week's  U.S.  News  which  I 
know  Senator  McGovem  had  over  there  and  it  gives  both  sides  of  the 
food  stamp  picture  but  it  indicates  that  there  are  some  outer  limita 
to  the  Food  Stamp  Program.  Maybe  we  ou^ht  to  find  out  what  they 
are  and  I  would  ask  permisdon  that  this  article  be  made  a  part  of  the 
record. 

The  Chairman.  Without  objection  it  will  be  inserted  in  the  record. 

[The  article  follows:] 

[Ftdid  the  U.S.  KvwB  *  World  Beport,  Feb.  24,  ISTDI 
Food-Staup  Fboosak  Gobs  MinnLE  Class 

Bai/tiuori:. — A  Government  plan  set  up  to  serve  the  very  poor  is  suddenly 
sprinkling  its  benefits  on  people  with  incomes  reaching  into  lower-middle  brackets. 

Food  stamps  go  in  some  cases  to  families  with  income  of  $12,000  and  more  per 
year,  to  help  defray  food  bills. 

In  the  past  )0  years,  the  annual  cost  of  the  food-stamp  plan  to  U.S.  taxpayers 
has  jumped  from  34  million  dollars  to  4  billion  dollars  a  year. 

One  out  of  every  12  Americans  is  benefiting  from  the  coupons,  which  are  as 
good  as  cash  at  grocery  stores.  Under  the  twin  pressures  of  mflation  and  rising 
unemployment,  the  rolls  are  growing  at  a  rapid  pace.  By  next  June,  at  the  current 
rate  of  expansion,  22  million  people  will  be  receiving  food  stamps,  or  1  out  of  10  in 
this  country. 

Schoolteachers,  policemen,  military  families  and  retirees  are  among  those 
applying  for  the  coupons.  Well-dressed  shoppeis,  driving  late-model  cars,  are 
sometimes  seen  paying  for  their  groceries  with  stamps. 

President  Ford  recently  offered  a  proposal  to  tnm  650  million  dollars  a  year 
from  the  subsidy  by  increasing  the  purchase  price  of  stamps.  This  move  was 
turned  back  in  early  February  by  overwhelming  majorities  m  both  the  Senate 
and  House  of  Representatives. 

Here  in  Baltimore,  you  can  see  how  the  program  works,  and  get  an  idea  of  how 
fast  it  might  expand. 

Nearly  20  per  cent  of  the  people  are  receiving  food  stamps — well  over  twice  the 
national  average  of  8  per  cent. 

Says  Edward  L.  Vogelman,  Jr.,  chief  of  Baltimore's  food-stamp  operation: 

"There  is  no  question  that  the  u-se  of  food  stamps  is  expanding  rapidly  as 
unemployment  rises.  The  signs  are  that  a  bigger  expansion  is  on  the  way,  and 
we're  trying  to  get  ready  for  it." 

Of  the  870,000  people  who  live  within  the  city  limits,  173,000  have  applied  for 
stamps.  To  do  so,  they  must  go  in  person  to  one  of  the  13  offices  in  Baltimore  that 
dispense  this  aid. 

There,  officials  determine  the  family's  "net  income"  for  food-stamp  purposes. 
To  arrive  at  this  ligurc,  severr^  items  arc  deducted  from  gross  income — Federal 
and  State  income  taxes,  medical  costs  over  $10  a,  month,  child-care  expenses  for 
working  mothers.  In  addition,  the  family  is  allowed  to  deduct  amounts  paid  for 
housing  and  utilities  in  excess  of  30  per  cent  of  gross  income. 

Under  the  spur  of  inHution,  all  these  costs  are  rising  fast,  making  more  and 
more  foniilies  eligible  for  food  stamps — even  some  who  have  what  has  been 
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considered  a  middle-claas  income.  Families  with  several  children  may  qualify 
with  gross  income  of  $12,000  or  more.  However,  families  with  assetB  of  more 
than  £1,500  are  not  eligible  to  participate.  Assets  considered  in  determining 
eligibility  include  cash  in  the  banlt,  stocl(s,  bonds  and  some  real  estate— but 
not  a  family's  home,  TV  set  or  car. 

Some  examples  of  eligibility,  based  on  "net  income";  A  single  person  can  have 
cto  more  than  $194  a  month.  For  a  family  of  four,  the  ceiling  is  $513,  and  for  a 
'amily  of  eight  it  is  $866  a  month. 

The  lower  the  "net  income,"  the  less  a  family  must  pay  for  ite  allotment.  Take 
:hege  typical  cases  in  Baltimore: 

A  family  of  four  is  getting  a  monttily  welfare  chec)(  of  $182  and  has  additional 
ncome  of  $99  a  month  from  part-time  work.  Rent  and  utilities  come  to  $135,  so 
ihat  $50.70  a  month— the  amount  over  30  per  cent  of  family  income — is  deducted. 
This  leaves  a  "net  income"  of  $23.30.  On  that  basis,  the  family  can  buy  $154 
.vorth  of  food  stamps  each  month,  for  a  cash  outlay  of  $65. 

A  retired  woman  lives  alone  on  a  pension  of  $93.50  a  month.  Her  shelter  costs 
>48.50,  so  that  $20.53  is  deducted  and  her  "net  Income"  is  computed  at  $72.97. 
She  is  eligible  for  $46  of  food  stamps  for  $12. 

A  family  of  seven  has  a  regular  income  of  $505.59,  plus  a  monthly  welfare 
^heck  of  S115.52.  Rent  and  utUities  come  to  $217.08,  so  the  allowable  deduction 
s  S49.60.  Federal  and  State  taxes  of  S62.S4  are  also  deducted,  leaving  "net 
ncome"  of  $508.07.  The  family  can  buy  $238  in  food  stamps  for  $143. 

An  unemployed  man  and  his  wife  are  living  on  his  unemployment  compensation 
if  $221.  They  have  relatively  high  shelter  costs  of  S164,  so  deduct  $98.07.  With 
1  net  income  of  $123.63,  they  get  $84  in  stamps  for  $29. 


Across  the  country,  there  is  less  stigma  attached  to  using  the  stamps  than  once 
vas  the  case.  Says  a  schoolteacher  ;"rm  working  hard,  paying  taxes,  out  inflation 
las  just  pushed  the  cost  of  living  lieyond  my  income — under  these  conditions, 
I   see  notning  wrong  with  signing  up." 

Senator  Dole.  Mr.  Secretary,  I  have  a  series  of  questions  on  the 
effect  of  export  controls  because  I  don't  know  what  they  may  be 
mlled  but  tney  are  export  controls  and  I  think  I'll  submit  those  to 
%'our  staff  and  a.sk  that  they  be  made  a  part  of  the  record. 

[The  following  questions  were  submitted  by  Senator  Dole  to  Secre- 
larj'  Blitz  and  Ms  answers  thereto:] 

Question.  A  Washington  Star-News  story  yesterday  states  that  some  members 
)f  this  Committee  may  believe  that  the  Administration's  announced  intention 
:o  increase  P.L.  480  assistance  may  be  "a  deliberately  meaninglesis  gesture  in- 
:ended  to  circumvent  restrictions  placed  on  such  aid  by  Congress."  Would  you 
;are  to  comment? 

Answer.  The  limitation  referred  to  is  the  requirement  in  section  55  of  the 
Foreign  Assistance  Act  of  1974  that  not  more  than  30  percent  of  Title  I  con- 
:esHional  food  assistance  be  allocated  in  FY  1975  to  nations  not  on  the  United 
N'ations'  list  of  32  countries  "Most  Seriously  Affected"  by  the  current  worldwide 
^onomic  situation.  A  problem  in  administering  that  limitation  is  that  it  appUes 
,o  Fiscal  Year  1974/75,  but  was  added  to  the  Foreign  Assistance  legislation  only 
n  mid-iJccember  1974,  at  a  time  when  we  were  in  the  midst  of  revising  the  fiscal 
.-ear  projections,  and  when  a  substantial  part  of  program  planning  had  already 
jeen  undertaken.  However,  theannouncedintention  to  increase  P.L.  480  at  '  *  -    - 


S'.css.  We  are  completing  a  program  plan  to  allocate  food 
e  requirements  of  the  Act. 

Question.  What  is  the  effect  of  export  controls  on  farmer  prices  in  the  United 
States? 

Answer.  Export  controls  have  a  depressing  effect  upon  farmer  prices  in  the 
Jnited  States  and  upon  totil  agricultural  production  as  well.  Why  would  this 
lappen?  IJxports  account  tor  a  significant  portiou  of  U.S.  crop  utilization,  over 
,wo-third3  in  the  case  of  wQeat,  nearly  one-half  tor  soybeans.  If  these  exports 
vere  to  be  artificially  cut  back,  domestic  supplies  would  build  up  and,  relative  to 
lormal  domestic  demand,  would  generate  a  downward  pressure  on  U.S.  farmer 
prices.  Because  of  this  cause-and-effcct  relationship,  some  have  urged  that  ite 
mpose  export  controls  in  order  to  achieve  lower  consumer  prices  in  the  United 
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States.  In  nddition  to  the  fact  that  such  action  would  be  illogal  (In  the  abaniff 
of  scarcity)  nnd  dii^nstrdus  for  our  intemational  relation*,  it  would  aUo  be  W 
economic!'  if  wc  w.int  tr>  hooEtt  our  food  production.  Prices  ore  the  signaUing 
«V:<tcni  ivhich  miikc  it  i>n«jiii)|p  for  the  fiirmer  to  plar  what  hi»  production  levels 
should  he  for  tli<'  noxl  cntp  yeiir.  Any  uction  that  would  artificially  deprcM  the 
pricf^  of  n  product  would  l)c  sending  the  wrong  signals  to  our  farmcm,  provldii^ 
tlif-ni  with  a  di.>^incenti\-c  to  produce  just  at  the  time  when  greater  production 
U  iippdpd. 

(iHCKtion.  Since  thpre  U  less  wheat,  for  example,  made  available  for  the  worid 
market  mider  such  ci>ntrti]s,  doesn't  this  tend  to  raise  the  price  all  over  thp 
world  .  .  .  giving  it  bonanza  to  our  competition  for  thenc  markets  .  .  .  and 
resulting  in  higlier  prices  for  low  income  consumers  worldwide? 

Answer.  The  answer  is  i/f»  on  nil  points.  In  wheat,  for  einmple,  the  United 
States  is  the  largest  mipplier  of  wheat  to  the  world  market — with  over  two-think 
(if  our  production  going  into  export.  If  we  were  to  cut  off  all  or  part  of  our  export 
How,  the  World  dcniand  tor  wheat  relative  to  the  newly-restricted  supply  would 
iininedintfly  push  up  the  price  for  this  product  en  tiie  world  market.  Who  would 
htmefit  from  tliis  <ituatiiin?^our  competitors,  such  as  Cinad*  and  Auatralia, 
whn  would  s\iddenly  find  inercn^ed  access  to  markets  we  had  worked  long  and 
hard  to  develop  and  who  would  receive  premium  prices  for  their  wheat.  Who  wtiuld 
Buffer? — low  ineonie  ennsumers  world-wide,  who  rely  on  nhcnt  imports  for  their 
very  existence  nnd  who  would  now  lie  forced  to  |>ay  much  highf  r  prices  for  this 
essential  foodstuff,  if  the;r  could  afford  to  buy  it  at  all.  It  should  tAno  tie  noted 
that  such  a  high-price  siiualimi  would  lend  inefficient  wheat  produccrH  to  increase 
their  whi  ai  production,  thus  wasting  productive  resources  that  might  better  lie 
n<ed  in  iiroducini;  oihi-r  I'ciiiiniuditie.-. 

!V '*■"«' /'-''.  \\"\v\X  an-  the  long  range  implicniions  of  such  ejt|>ort  cntroli:  in  il* 
The  Kfi'^^th  i)f  the  l)ure;iiLtTaey  Id  tidiiLinisier  sueh  a  program?  (2)  The  tw.vptico 
syMtem  it  w.mjd  set  \ip  niihlow  prices  at  home  and  high  prices  worldwide? 

Ansner.  One  has  to  figure  that  the  admini:tratiou  of  such  a  program  would 
require  a  new  liureaucratic  groui)  or  agency.  Xlost  programs  discussed  involve 
ffunw  form  cif  exi>ort  licensing — with  all  of  the  forms  nnd  paperwnrk  inherent  in 
sucli  a  progmm.  (hher.-  would  involve  exjjort  fees,  which  would  have  to  be  cel- 
Iccted  and  accounted  for.  We've  even  heard  proposals  that  w<iuld  tie  the  amouat 
of  gr;iin  eligible  fur  export  to  the  prires  origiiiallj-  paid  to  the  farmer— a  program 
whieh  wnuld  require  tlim  the  price  of  each  grain  purchase  be  followed  throu^  the 
disirilaitinn  channels  from  the  point  of  sale  on  the  farm  to  the  port.  Kvcn  the 
mo-^t  >i(iii)le  jjrograms.  of  course,  would  require  new  government  workers  to 
admin.i-iirthem,  and,  if  the  ]irogriini  were  to  l)e  run  cfhcicntly,  it  would  have  to 
Ik;  an  un-guiiig  openition — not  "on  thid  montli  and  off  the  next." 

AniitlK'r  resiUt  of  an  on-gning  export  control  syi<leni  would  lie  to  create  Bome 
Hort  I'f  a  two-price  syst<'ni  with  higher  prices  abroad  than  at  home.  We've  re- 
ceived many  reLiinmiendiitious  in  ivcent  months  to  consider  setting  up  iuat 
Hueh  a  two-|>rice  system.  Many  \'iew  this  a«  a  panaceii,  but  it's  not.  Let's  look  ot 
the  implications.  Inteni!iiii)nnlly,  we  suffer  decreased  export  sales  and  lose  markets 
to  our  eompelit-ors:  in  addition,  the  poorest  countries  who  arc  already  hard-hit 
by  incr(':is«-d  oil  price-i  would  now  have  to  pay  artificially  exorbitant  prices  for 
their  basic  iwtport^.  Domestical  I  v,  there  would  be  several  implications.  First, 
theri'  would  be  the  depressing  effect  that  government  tampering  with  our  free 
marltt't  structure  would  have  on  several  commodities.  Mom  important,  wo  should 
discard  the  mistaken  assumption  that  farmers  would  continue  to  produce  at  cur- 
rent levels  if  the  doniesiie  prices  were  artiflcially  held  down.  They  would  not. 
If  fanner'  eiin't  get  the  l)esl  price  for  their  products  they  Won't  produce  as  much. 
What  happens  then?  I-^sport  sales  continue  to  fall,  and  the  lower  U.S.  production 
keeiis  cmtinuing  prewure  im  d"mcstic  prices  to  increase. 

Qiirmoii.  M'ouldn't  this  create  niassive  dis.'atisf action  between  nur  customer 
coiiniries  in  the  jillocation  of  limited  exports  resulting  from  these  controls? 

Answer.  Ilight  again,  nnd  ue  have  an  excellent  example  of  the  effects  that 
U.S.  export  controls  can  have  upon  our  traditional  buyers.  In  the  siunmer  of 
IVi'A,  against  the  advice  of  the  Department  of  Agriculture,  export  controls  were 
estal>lished  for  certain  oilseeds  and  oilseed  products  (notably  soybeans  and 
cottonseed).  New  expi>rt  contracts  were  not  allowed,  nnd  tlie  amount  of  certain 
of  these  coiomodilies  eligil>le  for  export  under  existing  contract.^  was  cut  by 
40  lo  .'"lO  percent.  The  effect  of  this  action  upon  our  relationship.-^  with  our  tradi- 
tional customers  was  immediate  and  profound.  Countries  such  as  Japan,  which 
had  develo|>ed  a  long  trade  history  with  the  U.S.  for  these  products  and  which 
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"^feeded  t^em  for  human. u  well  as  animal  feeil,  IreSented  the  fact  that  th«f  were 
^•Jt  given  special  consideration  Over  newer  or  more  speculative  cuatomera.  Europe, 
■Which  had  been  asked  to  cut  back  the  inefficient  parts  of  ita  agricultural  sector 
and  rely  upon  U.S.  supplies,  tegan  to  question  our  dependability.  Other  countries 
*hich  did  not  have  valid  onntracts  in  force  at  the  time  the  controls  were  enacted 
had  to  scramble  for  the  remaining  supplies  and  pay  inflated  prices.  These  countries 
did  not  accept  their  hardships  meekly.  J^an  responded  bv  comniiting  about 
$1  billion  to  grow  soybeans  in  BrazU,  and  Germany  is  now  aoing,  the  same.  Tho 
European  Community  placed  soybeans  under  its  Common  Agricultural  Policy 
and  committed  itself  to  increased  domestic  oilseed  production.  Normal  U.S. 
customers  such  as  Spain,  which  happened  to  have  below-normal  contract  levels 
in  June,  1973,  had  to  look  elsewhere  and  pay  eKorl>itftnl  prices  for  products  such 
as  soybean  mc^ — actions  which  disrupted  their  domestic  markets  for  months. 
We  can  see,  then,  that  export  controls  lead  to  dissatisfied  customers,  damaga 
our  long-term  export  interests,  and,  sometimes  cause  economic  retaJiation. 
ContrtJs  on  a  product  such  as  wheat  would  also  generate  animosity  among  our 
commercial  and  concessional  customers,  each  of  whoni  would  claim  a  special 
interest  in  access  to  the  restricted  U.S.  supplies. 

Question.  What  are  the  implications  of  tncse  export  controls  on  the  value  of  the 
doUaf? 

Answer.  Export  controls  on  agricultural  products  would  seriously  undermine 
the  value  of  the  dollar.  In  fiscal  j-ear  1974  agriculture's  net  cimtrlbuiion  (exports 
minus  imports)  to  the  U.S.  balance  of  payments  was  a  positive  $11,3  billion — 
ii  fij^re  that  went  far  toward  offsetting  our  ma.'jsive  trade  deficit  in  industrial 
products.  Export  controls  would  mean  smaller  agricultural  exports  immediately 
and  even  more  so  in  the  long-run  as  traditional  buyers  seek  new  suppliers  and  as 
the  disincentives  to  domestic  production  inherent  in  any  export  control  B3^tem 
take  hold.  Since  exchange  rates  are  now  floating,  this  less  favorable  balance  of 
payments  situation  would  reduce  the  international  value  of  the  dollar.  Aa  a 
result,  our  imports,  including  oil,  would  become  more  expensive. 

Question.  In  a  time  of  shortage,  bow  can  we  avoid  export  controls  or  monitoring 
without  at  least  a  minimum  reserve  .system? 

Answer.  This  current  year  has  been  a  major  tcjit  for  the  open  market  system, 
and  whether  it  can  work  in  a  time  of  shortage.  Despite  the  fact  that  we  began  the 
year  with  feedgrain  stocks  at  their  lowest  level  in  years,  and  then  experienced  a 
major  setback  in  our  com  harvest,  we  have  been  able  to  avoid  export  controls 
entirely  and  to  limit  our  activities  largely  to  monitoring.  Although  we  instituted  a 
monitoring  system  in  order  to  discharge  our  duties  under  the  Export  Administra- 
tion Act,  this  he^'i  been  largely  a  matter  of  improving  our  ability  to  obtain  ac- 
curate and  current  information,  and  not,  aa  is  sometimes  charged,  an  indirect 
procedure  for  curtailing  and  allocating  exports. 

All  this  is  not  to  say  we  don't  need  to  rebuild  reserves  as  soon  as  supply  condi- 
tions permit — we  do  need  reserves,  and  I  would  be  among  the  first  to  say  so.  But 
we  need  to  develop  a  minimum  reserve  s3'Btem  which  permits  us  to  stay  away  from 
Government-held  stocks  and  their  unfortunate  effects  for  our  food  production 
system.  A  first  step  toward  build-up  of  needed  reserves  will  bo  all-out  production 
on  the  part  of  the  U.S.  and  other  major  producers.  This  is  our  policv  for  1975,  and, 
if  the  weather  cooperates,  our  record  levels  of  grain  product  on  should  meet  our 
domestic  and  foreign  needs  while  leaving  a  reserve  cushion  in  the  distribution 
pipeline,  from  farmer-held  stocks  to  dockaide  elevators.  In  addition  there  needs  to 
be  an  increased  effort  on  the  part  of  major  importing  countries  to  share  in  the 
stock-holding  function.  If  these  countries  cooperate  in  this  effort  for  the  next  few 
years  and  we  are  able  to  increase  the  aize  of  stocks  throughout  the  world,  then  we 
need  not  tear  that  a  bad  crop  year  or  short  supply  situation  will  necessitate  either 
monitoring  or  export  controls. 

My  opposition  to  a  return  to  government-held  stocks  hrs  freq\iently  been 
misinterpreted  as  opposition  to  a  minimum  reserve  system.  This  is  not  the  case  at 
all.  I  have  consistently  supported  the  kind  of  intematiomd  system  of  national 
grain  reserves  suggested  above,  and  I  believe  that  most  fanners  would  support  a 
sensible  reserves  policy  of  this  kind.  Under  such  a  system,  the  U.S.  should  be 
able  to  carry  its  share  without  any  need  for  a  return  to  government  holding  of 
stocks.  This  would  avoid  a  situation  where  government-held  stocks  depress  farm 
prices,  discourage  farmers  from  goin^  all-out  to  produce,  and  place  a  heavy  tax 
burden  on  the  American  citizen.  And  it  would  mean  that  in  a  time  of  shortage  the 
reserves  would  be  out  there  in  farm  hands  to  be  released  gradually  into  the  market 
in  response  to  rising  prices,  rather  than  in  government  hand«  whepe  piditicul 
pressures  would  Ukely  lead  to  premature  release  as  happened  in  1972.  - .    .    ■ 
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Senator  Dole.  Now,  Mr.  Secretary,  it's  been  su^ested — I  don't 
want  to  interrupt  your  reading  of  that  but 

Secretary  Butz,  I  will  quit.  I  read  it. 

Senator  Dole.  Would  you  rather  comment  on  it  with  a  frieodlT 
fellow  or  wait  until  Hubert  takes  over?  [Laughter.] 

Secretary  Butz.  In  spite  of  what  you  may  think,  Hubert  and  I  ue 
longtime  friends  and  I  respect  him  very,  very  much.  I  just  can't 
talk  as  fast  as  he  can.  [Laughter.] 

Senator  Humphrey.  May  I  say,  Earl,  you're  making  a  good  run 
■at  it  today.  [Laughter.] 

Senator  Dole.  I'll  wait,  then,  for  Senator  Humphrey,  because  it's 
his  Xerox  and 

Senator  Clark.  The  Xerox  is  mine.  It's  from  today's  Des  M<nnes 
Register.* 

Senator  Dole.  It  has  been  suggested  that  Public  Law  480  shouldn't 
be  used  for  any  foreign  policy  or  political  purpose.  It  all  ought  to  be 
based  on  strict  humanitarian  ana  hunger  needs — that  we  shouldn't 
concern  ourselves  with  export  markets  and  economic  development. 
Now  that's  maybe  an  overstatement  of  the  case,  but  it  was  rused 
seriously  by  well-intentioned  witnesses  before  this  committee. 

I  happen  to  believe  that  the  preamble,  which  is  in  the  act  in  1954 
and  since  amended  in  1966  and  amended  further  by  Senator  Humphrey 
to  broaden  tlie  scope  of  Public  Law  4S0  makes  a  great  deal  of  sen.se. 

But  I  think  it's  something  we're  going  to  have  to  address  ourselves 
to  and  I  don't  know  whether  you  want  to  comment  on  that  or  not  but 
the  point  being  tliat  we  determine  food  aid  to  Vietnam  or  Cambodia 
or  Laos,  not  because  the  need  was  greater  or  perhaps  as  great  as  in 
some  other  country  but  because  they  were  an  ally  and  it  was  made  on  a 
political  basis.  Now,  is  there  any  substance  lo  that? 

Secretarj' Butz.  Well,  it's  one  of  those  grey  zcnes  you  never  can 
define  clearly.  I  know  that  people  have  said  that  aid  to  Vietnam,  for 
example,  is  political  aid  and  yet  the  rice  paddies  have  been  destroyed, 
the  farmeis  have  been  driven  from  the  area,  there  is  a  food  problem 
there.  The  fact  that  they  are  at  war  doesn't  alleviate  the  food  problem. 
The  fact  that  they  are  our  allies  doesn't  change  the  nature  of  the  food 

f)roblem.  The  fact  that  we  made  a  very  substantia!  investment  in  dol- 
ars  and  blood  doesn't  alleviate  the  current  food  situation.  It  is  critical 
there.  And  I  think  we  shouldn't  shut  off  aid  to  them  simply  because 
they  happen  to  have  been  in  a  war  situation  as  in  contrast  to  Bang- 
ladesh that  wasn't. 

Senator  Dole.  All  right,  and  it's  been  suggested — in  fact  I  read 
a  story  last  night  in  the  Evenii^  Star — that  somehow  the  increase 
in  food  aid — the  commitment  from  $3.3  to  $5.5  million  was  solely  an 
effort  to  get  around  the  70-30  amendment  in  Uie  Foreign  AaEdstance 
Act. 

Senator  Humphrey.  That's  correct. 

Senator  Dole.  Is  that  an  accurate  appraisal? 

Secretary  Butz.  No,  sir;  I  don't  think  so.  As  a  matter  of  fact,  some 
of  those  people  who  made  that  appraisal  were  at  the  Rome  Food 
Conference  prcKiin^  for  that  level. 

Senator  Dole.  I  think  it  was  a  conclusion  drawn  based  on  state- 
ments made  in  testimony.  No  member  of  this  committee  m»4e  that 
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chai]ge  but  I  think  the^  raised  the  quesUon  very  properly  and  then 
I  raised  the  question  with  reference  to  how  the  decisions  are  made. 
I  watched  s  very  interesting  TV  program  last  weekend  and  it  showed 
&  group  of  people  seated  around  a  table  makiiu;  a  deci^on  of  ao  much 
to  country  A,  B,  C  or  D.  If  it's  possible  to  have  a  portion  of  that 
information — if  it's  public  or  if  it  should  be  public — it  might  be 
helpful  to  us  in  our  understanding  of  how  deci^ons  are  made. 

Secretary  BuTZ.  Well,  our  people  do  in  the  Department.  This  is 
the  interagency  Public  Law  480  committee  and  it's  long  standing — 

it's  been  operating  now  for  20  years 

Senator  Dole.  Right. 

Secretary  Btrrz  [continuing].  With  some  chains  in  it.  You  are 
always  distribiitino:  a  scarce  supply  of  fore^n  aid  assistance  among 
various  claimants  for  it  and  they  ^ways  come  before  this  committee 
with  an  interagency  thing  and  it  per  force  can't  be  public  in  the 
prelirainaiy  steps  because  these  dealings  are — these  country  deals 
are  always  negotiated. 

Senator  Dole.  Well,  I  think  somebody  may  explore  that  further. 
The  Chairman.  Senator  Humphrey, 

STATEMEHT  OF  HON.  HTJBEBT  H.  EXnUFHEET,  A  VS.  SENATOB 
FEOH  THE  STATE  OF  KUINESOTA— BeBnmed 

Senator  Humphrey.  Thank  you,  very  much,  Mr.  Chwrman. 

Let  me,  for  a  moment,  clarify  a  couple  of  points,  which  I  know  to 
be  the  facts. 

On  the  instance  of  increasing  food  aid  from  3.3  to  5.5  million  tons, 
I,  Senator  Clark,  Senator  Hatfield  and  others  were  in  discussion  with 
the  Secretary  of  State  about  this  matter.  There  was  s  story  that 
appeared  in  the  New  York  Times  to  the  effect  that  the  Secretary 
of  State  was  asking  me — as  the  author  of  the  amendment  in  the 
Foreign  Assistance  Act  in  which  we  limited  food  aid  for  other  than 
humanitarian  purposes  to  not  more  than  30  percent  of  "Title  I  of 
Concessional  Food  Aid  Sales  to  modify  that  language.  It  was  dleged 
that  the  Secretary  was  attempting  to  get  me  to  interpret  that  language 
loosely  and  to  include  Vietnam  under  what  we  called  the  most  senousTy 
affected  nationals  category  as  prescribed  by  the  United  Nations. 
Now,  first  of  ^1,  that  is  not  true.  The  Secretary  was  hoping  that  we 
might  be  able  to  interpret  the  amendment  to  include  ootn  title  II 
and  title  I,  which  would  have  made  it  possible  for  a  larger  amount  of 
the  total  amount  of  food  aid  to  be  made  available  for  other  tJian  just 
humanitarian  purposes,  as  defined  by  the  United  Nations. 

My  response — and  I'm  sure  that  Senator  dark  recalls  that  I  visited 
with  him  about  it  because  he  also  was  instnmiental  in  this  matter  as 
was  Senator  Hatfield  and  Senator  McGovem  was,  Mr.  Secretary, 
there  is  no  way  that  you  and  I  can  interpret  the  law.  Now  you  can 
argue  whether  we  did  the  ng;ht  thii^,  but  it  is  the  law.  I  recognize 
that  we  put  that  amendment  into  the  Foreign  Assistance  Act  without 
too  much  study. 

But,  nevertheless,  it's  there  and  I'm  not  going  to  be  a  part  of  trying 
to  modify  the  law  by  some  kind  of  personal  interpretation  as  one  w 
100  Senators.  I  don't  have  that  authority,  and  I  said  to  the  Secretary 
that  the  only  way  that  you  can  get  more  food  aid  for  the  countries 
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that  am  not  under  the  United  Nations  definition  is  to  increase  the 
total  amount  of  food  aid.  And  I  said,  quite  honestly,  now  that  yon 
havo  in  the  reports  as  to  export  sales— and  particularly  when  we  ^t 
the  reports  of  export  cancellations  by  tlie  Chinese  and  the  Soviet 
Union — -it  appears  to  me  that  you  have  enough  food  so  that  you  c&n  | 
raise  that  amount.  And  I  pressed,  relentlessly,  for  the  higher  f^ure.  ' 
I  didn't  talk  to  Secretary  Butz  about  thi.s  because  this  was  essenti^ly 
at  a  foreign  asastanco  level  under  the  Foreign  Assistance  Act. 

Sccrotjiry  Butz.  But  may  I  say,  though,  all  durii^  these  discussiosn 
and  negotiations  we  had  made  it  clear  from  a^cricultore's  point  of  view, 
from  the  supply  point  of  view  that  we  could  meet  the  commitment. 

Senator  Humphbey,  Yes;  I  understood  that.  In  fact  I  met  with 
Assistant  Secretarj'  Enders  of  the  State  Department,  and  I  said  that 
since  the  available  supplies  are  there,  it's  only  a  matter  of  the  budget. 
It  isn't  a  matter  of  whether  it's  going  to  have  an  inflationary  impact 
on  the  U.S.  citizenrj'.  It  isn't  a  matter  of  whether  we  have  the  supply. 
It's  a  matter  of  whether  you  are  willing  to  bite  the  bullet  on  the  budget. 
I  spoke  to  Secretary  Kissinger,  and  I  said  that  if  you  want  that  much 
food  aid  for  Pakistan,  Korea,  South  Vietnam  and  other  political  cases, 
there's  only  one  way  to  get  it.  And  that  is  to  quit  fooling  around  with 
that  level  at  $1.1  billion,  $1.2  billion  or  SI. 3  billion.  You  have  to  get 
the  level  up  to  a  minimum  of  $1.4  billion  plus  shipping  charges.  The 
final  figure  is  $1.47  billion  in  food  plus  shipping  for  a  $1.6  billion  total. 

Secretary  Butz.  $1.6  billion. 

Senator  Hojiphrey.  That's  what  happened,  and  we  don't  need  to 
ai^ue  that  any  more.  I've  read  all  kinds  of  newspaper  stories  about  it, 
and,  quite  frankly,  I'm  pleased  that  we  got  the  figure  increewed  because 
it  helped  both  sides.  And  I  do  not  believe  that  food  aid  ought  to  be 
entirely  kept  to  just  emergencies.  I  think  there  is  a  legitimate  role  for 
food  aid  in  what  ws  call  other  purposes  than  just  simply  emergency 
humanitaiian  assistance.  I've  always  felt  that  way.  We've  developed 
markets  with  it,  Mr.  Chairman,  as  you  and  I  know. 

I  come  from  a  part  of  the  country  in  which  soybean  production  is 
important,  and  without  that  Public  Law  480  program  we  never  would 
have  gotten  our  soybean  program  going.  The  same  tiling  is  true  of 
certain  varieties  of  wheat.  The  same  thing  is  true  of  com.  We  did  a 
lot  with  this  program,  and  obviously  there  may  be  a  time  when  we'll 
want  to  go  into  animal  products.  I  hope  that  we  do  and  go  on  other 
products. 

Mr.  Secretary,  let  me  just  go  back  to  what  Senator  McGovern  had 
said.  First  of  all,  I  want  to  say  this.  I  know  that  there  may  be  those  in 
the  audience  who  feel  that  Senator  McGovem's  statement  was  rou^ 
and  tough,  but  I  think  it's  the  kind  of  candor  that  commends  itself  on 
its  own  merit.  We  can  disagree  about  this,  and  the  Secretary  obviously 
does.  But  there  is  deep  concern  over  the  Food  Stamp  Program.  I 
want  to  say  this  to  you,  Mr.  Secretary:!  know  that  you,  undoubtediv, 
feel  that  an  awful  lot  of  j'our  budget  is  going  to  what  you  consider  to  be 
welfare.  In  fact,  you've  said  70  percent  of  the  Department  of  Agri- 
culture budget  is  for  welfare  if  food  aid  is  included. 

Members  of  this  committee  have  indicated  from  time  to  time,  tliat 
the  public  gets  a  distorted  picture  of  what  the  Department  of  Agri- 
cidture  spends  because  much  of  its  budget  might,  from  the  point  of 
view  of  function,  very  well  be  included  under  the  welfare  program  of 
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the  Department  of  Health,  Education,  and  Welfare,  But  that's  a 
tlecision  on  the  part  of  Cor^ess,  and  I  don't  ■wajit  the  Secretary  to  be 
apologizing  for  the  fact  or  even  Concerned  about  the  fact  that  his 
budget  includes  60  percent  er  70  percent  for  welfare  programs.  That's 
adecision  that  we've  made  in  Congress,  and  it's  your  job  to  administer 
it.  You  can  express  to  ub,  as  you  have,  that  it  might  be  better  if  those 
programs  were  put  into  another  department.  I  don't  know  if  yoa  have 
personally  made  that  expression. 

Secretary  BuTZ.  Yes,  I  did,  before  you  came  in. 

Senator  Hdmphrbt.  But  there  have  been  those  expressions  made, 
and  I  think  that  it  is  fair  to  say  to  the  members  of  this  committee  that 
one  of  the  reasons  we  are  able  to  get  a  farm  bill  through  Congre^  is 
because  we  include  in  that  farm  bill  programs  that  are  not  just  related 
directly  to  the  production  from  animals  or  the  land.  We  include  some- 
thing here  for  urban  Congressman  as  well  as  those  of  us  that  represent 
predominently  agricultural  areas,  and  I  don't  think  there's  any  conflict 
there.  Urban  Congressmen  have  to  be  concerned  about  rural  problems, 
and  we  from  the  more  rural  areas  have  to  be  concerned  about  urban 
problems. 

I  believe  that  it's  important  that  we  keep  in  mind  what  the  policy 
of  the  Congress  is.  Now,  when  we  make  mistakes,  and  obvioiisly  we  do, 
that's  why  we  have  changes  here  in  the  Congress.  People  don't  agree 
with  us  a  lot  of  times  and  we  come  in  and  go  out.  Let  me  give  you  an 
example  of  what's  happeiung  in  the  Food  Stamp  Program,  In  1971, 
there  were  14,900,000  people  on  food  stamps  and  commodities. 

Now  commodities  have  more  or  less  disappeared. 

In  the  fall  of  1974  there  were  16  million  people  on  food  stamps  and 
very  few  on  commodities  because,  as  the  Secretary  has  properly 
noted,  the  commodity  prt^am  haa  lai^Iy  been  phased  out.  In  1975, 
there  were  17,100,000  people  on  food  stamps.  Now,  why  the  increase 
of  2  million?  I'll  tell  you,  because  there  are  lH  million  people  full- 
time  unemployed — unemployed — of  which  5.5  million  are  registered 
for  unemployment  compensation,  with  a  projected  cost  of  over  $18. 
billion  this  year  for  unemployment  compensation  atone.  There  also 
are  3,800,000  more  workers  over  and  abiDve  the  7K  million  that  are 
imemployed— 3,800,000  according  to  Bureau  of  Labor  statistics  that 
are  on  less  than  half-time  employment. 

In  other  words,  part-time  employment,  which  means  they  can't 
earn  a  good  living,  and  there  are  1,300,000  tha^thave  dropped  off  the 
statistical  roles  of  the  Employment  Service.  These  people  nave  given 
up  the  hope  of  looking  for  a  ]ob.  Now,  these  are  facts  that  have  come 
from  Dr.  Shiskkin  that  appeared  before  the  Joint  Economic  Com- 
mittee less  than  2  weeks  ago  when  a  new  unemployment  figui-e  of  8.2 
percent  was  announced.  Now,  the  fact  is  that  unemployment  today  is 
10.9,  almost  11  percent,  and  that's  what  putting  up  the  number  of 
food  stamp  recipients.  That's  what  putting  up  the  cost  and  more 
people  need  to  be  on  it. 

It  is  true  that  inflation  has  increased  the  cost  of  Uie  food  stamp 
budget  from  $2.2  billion  about  2  years  ago  to  $4  billion  this  year,  but 
it's  increased  everybody  else's  budget.  It  isn't  hard  to  understand 
why  food  stamp  budgets  are  going  up.  Look  what's  happened  to  the 
grocorv  bills  of  the  rest  of  the  American  people.  So,  I  don't  think  we 
ought  to  get  ourselves  up  in  a  dither  about  the  fact  that  the  Food 
Stamp  Piogram  has  gone  up. 
47-109— 75— pt  a Si 
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What's  more  important  to  me,  and  I'll  conclude  on  this,  Mr.  Chur- 
man,  is  what  happei^  to  fann  income.  Now,  without  any  tm^ 
debate  about  this  food  stamp  let's  get  on  to  farm  income.  Mr.  Sec- 
retary, I  understand  1973  farm  income  was  $32  billion  net,  right? 

Secretary  Butz.  Yes. 

Senator  Humphrey.  And  1974  was  $27  billion? 

Secretary  Butz.  Yes,  sir.  1 

Senator  Humphret.  Estimated  1975,  $20  billion?  1 

Secretary  Butz.  Yes,  sir,  with  a  question  ma^. 

Senator  Huuphret.  Around  $20  biUion.  Now,  Mr.  Allan  Green- 
span, Chairman  of  the  Council  of  Economic  Advisers,  appeared  before 
the  Joint  Economic  Committee  and  said  that  one  of  the  more  eocoun^- 
ing  signs  of  the  times  was  the  drop  in  farm  prices.  Well,  now,  I  know 
you  would  say  "Mr.  Humphrey,  you  obviously  had  an  answer  to 
that,"  but  I  tell  you  that  that  was  such  a  shock  to  me  that  I  gulped 
and  he  got  into  a  new  sentence  before  I  could  give  an  answer, 
which  is  quick  gulping;.  But  it  is  just  incredible  that  anybody  that  is 
making  recommendations  on  economic  policy  for  the  Government 
would  De  able  to  make  a  statement  like  that. 

The  Chairman.  I'm  sorry.  Senator,  I'm  afraid  your  time  has 
expired. 

Senator  Humphrey.  George,  how  did  you  get  so  much  time? 

[Laughter.] 

Senator  Humphrey.  I'll  come  back  because  I  want  to  get  into  target 
prices  because  I  think  there  are  basic  differences  here,  Mr.  Chairman. 

The  Chaikmax.  Do  you  want  to  comment,  Mr.  Secrettuy? 

Secretary  Butz.  No,  I  can't  out-talk  Senator  Humphrey. 

The  Chairman,  Senator  Young. 

Senator  Clark.  Mr.  Chairman,  I  know  the  FiUibustor  Bule  is 
being  submitted  on  the  Floor  and  I  have  to  go  over  there.  I  have  10 
questions;  could  I  submit  those  for  the  Secretary? 

The  Chairman.  Certainly,  and  as  long  as  any  Senator  wants  to 
question  the  Secretary,  he  will  be  available — I  presume  you  will  be 
available  the  rest  of  the  day,  if  it's  necessary,  wouldn't  you,  Mr. 
Secretary? 

Secretary  Butz.  I  don't  have  a  thing  scheduled  for  this  aftAmoon. 

The  Chairman.  You  can  submit  yoiu*  questions  and  we'll  get  to 
you  in  due  course,  Senator  Clark. 

And  any  other  Sector  that  desires  to  submit  questions,  for  the 
record,  wfll  please  prepare  and  deUver  them  to  the  staff  and,  Mr. 
Secretary,  will  you  respond  to  them  and  put  them  in  the  record? 

Secretary  Butz.  Yes,  Mr. 

The  Chairman.  Senator  Young. 

siATEHEin;  OT  EOH.  hutozt  b.  Youna,  a  u.s.  senatob  rsou 

THE  STATE  OF  HOBTH  SAXOTA— Beiamed 

Senator  Younq.  I  apparently  don't  agree  with  all  members  of  the 
committee  on  these  food  stamps. 

I  believe  the  regulations  are  too  liberal  and  there  are  too  many 
abuses.  I  think  there's  a  reason  that  this  committee  took  action  the 
other  day  in  passing  a  resolution  which  asked  USDA  to  make  an 
investigation. 


,y  Google 


1091 

I  understand  53  percent  of  the  people  of  Puerto  Rico  are  now  on 
food  stamps  and  as  many  as  75  percent  are  eligible;  is  that  light? 

Secretary  Butz.  Yes,  I  think  it's  above  53  percent,  but  the  Food 
Stamp  Program  has  only  been  operating  a  short  while;  we  were  on 
direct  food  distribution  in  Puerto  itico,  and  by  direction  the  Coi^ess 
changed  it  to  food  stamps.  It's  53  percent  and  rising. 

Senator  Young.  The  Kussian  wheat  sale  is  the  best  thine  that 
has  ever  happened  to  the  wheat  producers.  At  that  time,  we  had  a 
carrj-ovcr  of  about  900  million  bushels  of  wheat  and  the  average 
farm  price  was  only  $1.41  a  bushel.  We  got  rid  of  the  wheat  surplus 
and  improved  the  price  to  farmers.  The  Kussians  paid  the  exact 
same  price  and  were  given  the  same  terms  as  every  other  country; 
isn't  that  right? 

Secretary  Butz.  Yes,  sir. 

Senator  Young.  As  a  result  of  that  sale  we  are  getting  a  good  price 
for  our  wheat  now.  North  Dakota  is  the  No.  1  spring  wheat  produc- 
ing State  and  we  also  produce  about  90  percent  of  the  durum  wheat 
grain  in  the  coimlry;  as  a  result  of  that  sale  spring  wheat  went  up 
to  $5.50  to  S6  a  bushel  and  durum  up  to  S9  a  bushel,  but  unfortu- 
nately grain  prices  have  dropped  in  recent  months.  Spring  wheat  is 
about  $4  or  a  httle  less  and  tlurum  is  about  S5  to  $6, 

Our  State  university,  a  land-^ant  college,  estimaUis  the  cost  of 

Producing  wheat  in  North  Dakota  has  increased  to  about  $3.15  a 
ushel  in  the  western  part  of  the  State  and  a  little  over  $4  in  the 
eastern  part  of  the  State.  Even  the  Farm  Bureau  is  advocating  a 
cutback  of  20  percent  in  acreage,  unless  there  was  some  improvement 
in  prices  and  price-support  loans. 

It  is  highly  important  that  we  increase  the  target-price  level,  and 
I  hope  that  you  ^ee  and  that  you  are  somewhat  flexible  on  this. 

Secretary  Butz,  I  think  my  main  emphasis  is  that  we  keep  the 
market  pnces,  and  even  figures  you  cite  are  well  above  the  target- 
price  level. 

Senator  Young.  Increasing  the  tai^et  price  itself  wouldn't  in- 
fluence the  market;  you  might  have  to  make  some  payments  to  the 
farmers,  where  wheat  had  to  be  sold  for  less  than  tho  tai^et  price. 
Wouldn't  that  be  right? 

Secretary  Butz.  Yes,  my  point  is,  but,  at  tho  present  time,  the 
prices  you  cite  are  above  your  quoted  cost  of  production  figures— 
our  job  is  to  keep  the  market  price  above  this  cost  of  production 
figure. 

Senator  Young.  If  the  Department  of  Agriculture  had  to  spend  a 
little  more  money  in  agiicultuie  this  year,  I  don't  think  it  would  be 
too  bad.  The  budget  for  fiscal  year  1976,  for  just  agriculture  alone, 
is  a  little  over  a  billion  dollars  and  in  1973,  it  was  over  $4  billion. 
This  is  the  only  major  department  of  the  Government  where  the  coat 
has  gone  down,  and  gone  down  sharply.  Every  other  department  has 
gone  up  200  to  300  percent,  and  some  even  up  as  high  as  1,000  peicent. 

Secretary  Butz.  But,  in  the  meantime,  we  have  shifted  farmers' 
income  to  th^  marketplace,  which,  I  think,  was  an  upshift. 

Senator  Young.  I  guess  the  major  difference  between  you  and  me 
is  I'm  a  httle  too  scared  to  go  back  entirely  to  a  fi  ee  market.  I  remem- 
bei  too  well  those  years  when  I  was  broke.  When  just  fair  price  sup- 
port program  may  have  made  things  a  whole  lot  better  not  only  for 
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fatfAM^  biifc  tot  everyone  else.  I  note  even  the  Farm  Bureau  in  mv 
State  now  is  asking  to  cut  back  on  the  wheat  acreage  by  20  percent. 
They  wouldn't  do  that  if  there  was  a  h^her  target  price.  The  cost  of 
production  has  gone  up,  with  fertihzer  double  what  it  was,  and  fuel 
IS  about  double  what  it  was— farm  machinerj'  and  everj'thii^  thai 
goes  into  the  cost  of  production  is  way  up.  So,  if  the  tai^et  price  was 
justified  at  the  time  we  wrote  the  bill,  an  increase  is  certainly  justified 
now  and  the  same  for  the  loan  price.  I  think  you  agree  with  some 
increase. 

Secretary  Butz.  I  want  to  keep  the  market  price  good — is  my  goal. 

Senator  Young.  Are  you  opposed  to  any  increase  in  target  price? 

Secretary  Butz.  I  just  want  to  be  careful  we  don't  get  any  in- 
creases to  the  point  that  we  again  b^n  accumulating  surpluses  in 
Government. 

Senator  Younq.  I  think  Congress  will  have  to  give  farmers  some 
insurance  of  a  reasonable  price  for  their  grain  and  wo  will  have  to 
tangle  on  this  issue  because  all  of  our  testimony  was  that  the  farm 
oi^anizations  thought  that  the  target  price  and  the  loan  ptice  should 
be  higher. 

One  more  subject.  Cattle.  Cattle  prices  are  only  about  half  of  what 
they  were  a  year  ago.  Now  I  understand  right  now  that  the  best  of 
cattle  in  Australia  are  selling  for  around  S7  a  hundred.  If  imports 
were  liberalized,  our  cattle  prices  wouldn't  come  back  for  several 
years  to  come.  Our  people  just  can't  produce  at  $7  a  hundred,  and 
they  can't  either.  They  are  broke  too.  In  this  respect  vou  have  done 
a  good  job  holding  down  imports  and  I  hope  you  sticfi:  to  your  guns 
and  hold  dmvn  these  imports. 

That's  all,  Mr.  Chairman. 

The  Chairman.  Senator  Huddleston. 

Senator  Huddleston.  Thank  you. 

I  have  an  urgent  appointment  in  just  a  few  minutes.  I'm  goii^  to 
hav3  to  foi^  my  speech,  Mi.  Secretary,  which  I  know  will  be  a 
disappointment  to  you  and  the  chauman  and  the  committee  and 
the  audience. 

Secretary  Butz.  I'll  be  glad  to  have  lunch  with  you.  I  want  to 
hear  it. 

Senator  Huddleston,  Well  we  all  have  te  make  sacrifices  at  this 
time.  I  have  a  coupls  of  questions  to  ask  now.  I'll  take  advantage  of 
the  opportunity  to  submit  questions  to  you. 

Just  one  more  point  on  the  target  price  matter  that  Senator  Young 
was  discussing.  We  have  been,  during  the  last  2  years  at  least,  at 
your  insistence,  vour  direction,  and  everybody's  recc^ition  of  the 
necessity,  in  an  all-out  production  program.  Isn't  that  correct? 

Secretary  Butz,  Yes,  sir. 

Senator  Huddleston.  Is  that  still  the  policy  of  the  Agriculture 
Department? 

Secretary  Butz.  Yes,  ar. 

Senator  Huddleston.  And  that's  based  on  a  projected  demand  that 
would  utilize  all  the  production  that  wo  can  achieve  in  this  countrj', 
I  assume? 

Secretary  Butz.  Utilize,  plus  some  accumulation  of  stocks.  Our 
oarryout  has  been  too  low — the  basic  grains  the  last  year  or  two. 
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Senator  Huddleston.  Now  it  seems  to  me  that,  if  those  projecUons 
nie  wrong  and  that  the  demand  is  less  than  expected,  or  production 
is  greater,  then  we'll  have  a  situation  where  production  has  been 
aitilicially  stimulated. 

Wouldn't  that  be  correct? 

Secretary  Butz.  Well,  it's  been  stimulated  by  the  piice.  The  chief 
stimulant  for  production  has  been  the  price  at  the  time  they  made 
theii  planning  intentions. 

Senator  HunoLEsTON.  Right.  But,  if  we  continue  to  indicate  to 
fanners,  through  our  official  agencies,  that  this  production  is  going 
to  be  handled  all  light  in  the  market,  and  then  it's  not  handled  on  the 
market,  the  farmers  may  be  left  in  a  bind.  The  farmers,  the  producers 
who  made  this  all-out  effort  may  be  subject  to  tremendous  losses 
and  maybe  bankniptcj'  through  a  stimulation  of  this  production  that 
could  be  termed  "artificial" — just  as  much  as  the  target  prices  are 
artificial. 

Secretary  Butz.  Well,  Senator,  you  always  run  that  risk.  But  we 
are  in  a  situation,  as  has  been  pointed  out  repeatedly.  And  Senator 
McGovem  and  Senator  Humpniey,  I  think,  have  done  quite  well 
ill  pointing  this  out,  where  our  residual  stocks  are  too  low  for  comfort, 
they  are  too  low  for  safety. 

VVe  came  out  last  week,  for  example,  with  a  carryout  of  about  250 
niillioo  bushels  of  wheat,  which  is  absolutely  minimum  to  keep  our 
piix-lines  filled.  I  would  not  be  uncomfortable  with  a  carryout  of 
350  million  bushels  for  safety. 

We  are  going  to  come  out  of  this  com  market  here  with  an  es- 
timated carn,out  of  about  300  billion  bushels  of  com,  which  is  about  a 
(j  weeks'  supply.  And,  if  we  have  another  dry  year  this  year,  it  would 
be  disastrous  if  we  weie  holdii^  back  on  production  right  now. 

Senator  Huddleston.  Then  the  point  is  the  tai^et  price  might  be 
increased  slightly,  just  to  reflect  a  little  more  of  the  actual  production 
(■osts  of  the  fiirmer  without  necessarily  going  to  increase  tlie  produc- 
tion. We  are  already  ui^ng  them  to  produce  everything  they  can. 
An<i  under  the  existmg  low  target  prices  they  are  without  that  minor 
assurance  that  he  won't  go  totally  broke. 

I  think  that  the  testimony  we've  had  before  the  committee  so  far 
would  indicate  that  these  taiget  prices  are  staying  below  the  market 
pric?,  and  theie  shouldn't  bo  any  great  danger  of  the  Government 
having  to  move  in  and  buy  tremendous  amounts  of  these  commodities. 

As  a  matter  of  fact,  do  you  have  any  information  on  how  much  the 
Government  has  purchased  in  1974  or  any  projections  as  to  what 
they  might  purchase  in  1975  at  various  existing  and  proposed  support 
or  target  price  levels? 

Secretary  Bdtz.  I  don't  think  we  have  any  projections  on  pur- 
chases. We've  got  projections  on  various  levels  of  impact  on  price, 
but  we  don't  have  any  projections  on  purchases. 

Senator  Huddleston.  Well,  I  think  the  whole  target  price  concept, 
and,  if  I  might  get  just  a  little  provincial,  the  tobacco-producing 
States  are  somewhat  concerned  with  the  support  price  oi  tobacco 
which  stays  considerably  under  the  market  price  and  considerably 
under  cost  need  to  be  reviewed.  It  seems  to  me  that  you  can  bring 
(he  level  up  and  still  be  under  the  market  price.  And,  you  haven't 
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done  anything  much  except  give  a  little  more  insurance  to  the  fellow 
who  has  to  go  out  and  borrow  the  money  to  put  in  his  crop. 

This  i;;  a  concept  that  doesn't  seem  to  be  too  far  wrong  to  me. 

Now  the  other  subject  that  I  want  to  get  into  briefly  is:  What  do 
vou  anticipate  in  the  farm  retail  spread  for  next  year,  and  the  prices  of 
food  products? 

Secretary  BuTz,  I  think  it  may  continue  to  widen  some,  un- 
fortunately. Thi»  is  one  of  the  ver^'  unfortunate  things  about  the 
current  price  of  food.  As  I  said  a  while  a^o,  of  the  H^rcent  of  food 
prices  latjt  year,  SO  percent  wels  after  it  left  the  farm.  N  ow  this  doesn't 
necessarily  mean  exorbitant  profits.  It's  increased  costs,  increased 
labor;  in  fact,  slowing  our  trucks  down  to  55  miles  an  hour — has- 
contributed  to  this.  The  restrictive  practices  we  had  in  labor-manage- 
ment contributed  to  this.  Government  contributes  to  it.  A  percent^ 
of  our  trucks  today  are  returning  empty  because  of  the  prohibition 
of  the  backhaul,  which  is  a  regulation  of  the  Interstate  Commerce 
Commission.  I  think  we  need  to  examine  all  these  things. 

The  fact  that  this  moraine  in  Senator  Clark's  liome  State  of  Iowa, 
100  refrigerated  trucks  left  Sioux  City  with  beef  halves  hanging  in 
them,  headed  for  Philadelphia,  New  Trork,  and  Boston,  with  half  the 
space  in  that  truck  air.  .^d  a  truck  driver  took  half  a  truck  of  air 
halfway  cross  the  United  States  because  of  some  silly  rules,  you  break 
the  meat  cartons  down  in  New  York,  like  Grandad  did,  except  that 
you  have  to  use  a  powersaw  to  do  it.  And,  having  said  that,  Pat 
McGraw  of  the  Butchers  Union  will  call  for  my  resignation  again.  But 
I'm  going  to  keep  saying  it  until  we  break  tliis  kind  of  thing,  because 
it's  one  of  the  reasons  we  pay  so  much  for  food. 

Instead  of  cutting  that  carcass  down  at  Sioux  City,  boxing  it, 
having  a  truck  full  going  across  the  countrv — I  could  multiply  those 
illustrations  by  a  hundred  if  we  had  time  to  do  that — and  I  thmk  we've 
got  to  get  that  stuff  on  top  of  the  table.  The  fact  that  in  the  big  cities 
today — the  supermarkets  have  to  hire  enough  checkout  clerks  to  take 
care  of  the  rush  period  from  3  to  7  in  the  afternoon.  And  they  have 
to  hire  enough  stockboys  to  take  care  of  their  job  in  the  forenoon. 
But  you  can't  move  the  stockbov  in  the  afternoon.  He's  got  nothing" 
to  do  at  the  checkout  counter,  'fhey  can't  move  the  checkout  clerks 
in  the  afternoon  to  the  stock  position.  You've  got  to  hire  enough  of 
both  of  them.  Now  I'm  glad  they're  well  paid.  But,  by  George,  I'd 
like  to  break  these  rules  where  they  can't  work.  And  I  think  this  is 
what  is  adding  to  the  cost  of  food  in  America,  and  more  than  the 
farmers  is  doing.  And  that's  retail  spread  you're  talking  about. 

Senator  Huddleston.  Do  j-ou  anticipate  that  food  prices  will 
increase  this  vear? 

Secretary  Butz.  Vcs.  Food  prices  are  increasing  (he  first  quarter. 
We  predicted  a.  few  minutes  t^o  that  food  prices  in  the  first  two 
quarters  of  this  year  woidd  probablv  increase  at  about  the  same 
annual  rate  as  last  year,  which  would  be  around  3  penient. 

They  are  not  increasing  that  fast  because  of  the  slowdown  in  the 
economy  and  various  other  things.  We  urii  going  to  have  u  Utile 
increase  the  first  half.  I  think  in  the  second  half,  if  we  get  good  pro- 
duction this  year,  they  mav  level  off — may  even  decrease  a  little  bit. 

Senator  H'uddlestos.  I'he  1973  act  included  a  forestry  incentive 
pr<^i-am.  Can  you  give  a  brief  report  on  how  that  is  workmg? 
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Secretary  Butz.  Yes.  You  are  authorized  up  to  $25  million  for 
forestry  incentives  in  1973.  This  was — I  don't  recall  the  exact  amount 
we  spent  in  1974 — but  it  wasn't  up  to  the  $25  million.  It  got  started 
in  cooperation  with  the  State  departments  of  forestry,  pnmarily  the 
State  departments  of  agriculture. 

As  neariy  as  I  can  tell,  reasonably  well.  I'm  not  that  close  to  it. 

Senator  HnDDLBSTON.  There  was  a  rescission  message? 

Secretary  Butz.  Yes,  sir. 

Senator  Huddleston.  How  much  was  the  cutback? 

Secretary  Butz.  Requested  rescission  in  the  forestry  incentives 
program  amounted  to  $25  million  in  fiscal  1975. 

Muator  Huddleston.  You  made  some  reference  to  the  inaccuracy 
of  your  Department's  forecasting  throughout  the  time  period.  What  a 
been  done  to  improve  the  monitoring  and  evaluating,  not  only  this 
country,  but  around  the  world? 

Secretary  Bdtz.  Well,  I  think  we  improved  our  forecasting  in  this 
country  some.  The  chief  reason  we  were  off  last  year  was  the  unprece- 
dented drought  and  the  bad  growing  year,  which  nobody  could  fore- 
cast. Except  for  that,  I  think  we  wouldn't  have  been  off  nearly  as 
much. 

With  respect  to  monitoring  around  the  world,  we  are  making 
progress.  We  have  this  agreement  with  the  Russians  to  exchange 
information  with  them.  Its  not  working  as  well  as  we  would  life. 
It's  better  than  it  used  to  be.  We  had  difBculty  with  our  spring  wheat 
team  we  sent  to  the  U.S.S.R.  some  while  back.  They  weren't  eettir^ 
out  what  we  wanted  them  to  get  out.  We  threatened  to  call  them 
home.  And  the  U.S.S.R.  people  didn't  think  we  meant  it.  We  did  call 
them  home.  I  think  it  will  probably  have  a  desirable  effect.  We're  not 
getting  all  we  want-  It's  better  than  we  got  before. 

Senator  Huddleston.  What's  the  potential  for  utilization  of 
satellites? 

Secretary  Butz.  We  don't  know  yet.  This  is  under  study.  You  can 
take  a  photograph  of  the  earth  every  18  days,  I  believe  it  is,  with  a 
^iatellite  if  you  don't  have  cloud  cover.  If  yoa  put  your  cloud  cover  in 
there,  the  time  interval  is  much  longer  than  that. 

It  will  yield  us  some  valuable  information,  just  how  much  I  don't 
think  anybody  can  predict  at  this  time. 

The  Chairman.  Senator  Helms. 

STATEMENT  OF  HON.  JESSE  HELMS,  A  U.S.  SENATOR  PBOM  THE 
STATE  OF  NOBTH  CAROLINA 

Senator  Helms.  Mr.  Secretary,  I  want  to  say  for  the  record  that 
while  I  have  due  respect  for  the  right  of  Senator  McGovem  and 
Senator  Humphrey  to  espouse  their  philosophy,  I  nonetheless  regret 
the  abrasive  treatment  to  which  you  were  subjected  earlier  today. 
This  is  the  first  opportunity  that  I  have  had  to  comment,  inasmuch 
as  Senators  on  this  committee  take  their  turns  on  the  basis  of  seniority. 

It  is  not  my  opinion  that  you  have  violated  the  law  with  reference 
fo  food  stamps.  I  thought  you  reacted  to  that  suggestion  by  my 
colleague  in  a  very  forceful  and  gentlemanly  manner.  What  you  said 
was  quite  proper. 
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The  fault  I  find  with  your  Department,  Mr.  Secretary,  in  connec- 
tion with  the  Food  Stamp  Program  is  that  you  and  your  people 
have  not  been  up  here  demanding  that  the  Congress  arm  you  witik 
legislative  authority  to  eliminate  the  deadbeate  from  the  program. 
As  you  know,  Senator  Curtis  and  I  submitted  an  amendment  to  the 
food  stamp  legislation  recently  that  would  have  ret^uired  vou  and  your 
Department  to  give  us  some  clear  recommendations  aljout  how  to 
remove  affluent  college  kids,  boys  and  girls  who  are  living  t<^tlier 
in  so-cftlled  "communes,"  without  the  benefit  of  clergy — and,  yet, 
receiving  food  stamps  paid  for  from  the  earnings  of  hard-working, 
taxpayiiig  Americans. 

Let  me  express  the  hope,  Mr.  Secretary,  that  you  and  your  De- 
partment willmove  rapidly,  as  you  promised  earlier  today,  to  eliminate 
the  o\itrageous  abuses  of  the  Food  Stamp  Program- 

Then  we  can  move  in  the  direction  of  extending  more  help  to  the 
truly  needy — the  elderly,  the  sick,  the  blind — by  using  funaa  saved 
by  cutting  off  the  parasites  from  the  Food  Stamp  Program. 

I  mentioned  the  amendment  which  Senator  Curtis  and  I  sub- 
mitted a  few  weeks  ago  when  the  Food  Stamp  Program  was  before 
the  Senate.  I  noted  with  interest  that  the  Senators  who  are  most 
vocal  in  their  criticism  of  jour  handhng  this  program  led  the  fight 
against  the  Curtis-Helms  amendment.  1  don't  know  what  conclusion 
one  con  properly  draw  from  this,  but  I  suppose  there  is  one. 

In  any  case,  Mr.  Secretarj-,  I  very  much  want  to  help  the  truly 
needy,  but  I  don't  favor  one  dime  of  the  taxpayers'  money  being 
devoted  to  food  stamps  for  people  who  are  able  to  take  care  of  tliem- 
selves,  but  who  just  choose  not  to  work. 

The  Chairman.  Senator  Clark. 

Senator  Clark.  Mr.  Secretarj-,  I'd  like  to  refer  you  to  the  article, 
which  you  have  a  copy  of,  from  this  morning's  Des  Moines  Register. 
I  want  to  ask  j'our  comments  on  it. 

A  hinh  ofRciftl  of  the  United  States  Deportment  of  Agriciiltiire  has  told  farmers 
that  a  few  farmers  are  going  to  go  broke  each  year — is  one  uf  the  mont  healthy 
things  there  ia. 

Kenneth  Friek,  a  Director  of  the  XJSDA  made  the  comnieut  while  addressing 
the  Departnient'fi  Grain  Advisorj-  Committee  at  a  meeting  here  Friday.  Frick's 
remtirks  were  reported  Inter  by  an  official  of  the  National  Farmers  Union  who  was 
at  tho  meeting. 

Frick  wxis  reached  by  telephone  Wednesday  while  attending  a  USDA  meeting 
at  Sacramento,  California.  And  he  confirmed  the  statement. 

My  question  is:  Do  you  support  or  condemn  this  statement? 

Secretary  Butz,  Now  I  think  you've  got  to  look  at  the  record,  We 
don't  guarantee  instant  success  for  any  group  in  society.  Not  everj'- 
body  was  cut  out  to  be  a  farmer.  Some  of  us  aroimd  this  table  fled 
active  fanning  for  easier  jobs,  I  guess,  to  the  soft  security  of  the 
Federal  payroll.  We  probably  couldn't  have  made  it  back  in  Iowa  or 
Indiana.  And  nobody  guaranteed  us  success  on  that.  But  let  me  point 
out  that  agriculture  is  not  unique  in  that  respect.  Grocery  stores  are 
the  same  way — or  pharmacy  stores. 

Senator  Humphrey.  We're  still  in  business.  Earl. 

Secretary-  Butz.  That's  after  you  left  for  Federal  salary. 

Senator  Hn Ml" H KEY.  Ihaven't  put  any  into  the  business, 

Secretarj'  Butz.  Now  then,  this  flight  of  farmers  from  the  land  is  a 
very  serious  thing.  We've  all  been  concerned  about  it.  Last  year  the 
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let  reduction  in  numbers  of  farms  in  this  country  was  at  a  record  low, 
IS  far  back  as  records  go.  The  net  reduction  was  7,000  as  of  last  year. 
\nd  Senator  Humphrey  and  I  were  on  a  Town  Meeting  of  the  Air 
lere  some  while  back.  And  he  raised  this  question.  And  1  figured  he 
A-ould.  And  I  just  have  the  figures  for  the  4  years  1965  to  1969,  when 
ve  averaged  a  net  reduction  of  99,000  per  year  during  the  years  he  was 
v'ice  President. 

I  said,  "Why  didn't  you  do  something  about  it  then?"  And  Senator 
Humphrey  came  back  and  said,  "Oh,  you  ought  to  tir  being  Vice 
President.  You  can't  do  anything  as  \ice  President."  But,  entirely 
\5ide  from  that,  this  has  been  reduced  to  11,000.  And  I  think  that's  a 
significant  achievement.  Now  you  can't  guarantee  everybody  instant 
success  in  every  job  because  some  simply  aren't  cut  out  to  do  it,  I  wish 
ive  could,  but  you  can't  do  it. 

I  probably  would  not  have  used  this  language,  had  I  been  doing  it. 

Senator  Clark.  I  take  it,  your  answer,  to  mean  that  j'ou  do  support 
Mr.  Prick's  statement. 

Secretary  Butz.  I  point  to  the  record  and  say  that,  in  any  sector 
if  the  American  economy,  there  is  always  somebody  not  making  it. 
This  administration  has  essentially  reduced  the  number  not  making  it 
in  agriculture. 

Senator  Clark.  Let  me  just  make  a  very  brief  comment  about  the 
food  for  peace  program  and  then  trv  to  get  on  to  the  questions. 

Now  you've  stated  todaj^,  and  1  think  on  many  other  occasions, 
that  America  has  been  very  generous  with  giving  food  in  the  past. 
And  I  think  that's  absolutely  true.  But  it  is  primarily  a  thing  of  the 
past,  because  9  years  ago  in  1966,  for  example,  we  gave  18  million  tons. 
The  first  3  years  of  this  administration  we  cut  that  in  half  to  9  million 
tons.  In  1973,  to  7%  million  tons.  In  1974,  to  3.3  million  tons.  And  this 
vear,  to  3  million  tons,  until  we  got  the  increase,  which  brought  us  to 
5.5  million  tons. 

So  I  think  it's  important  that  we  not  just  talk  about  ancient  his- 
tory, but  that  we  look  at  our  recent  record.  And  that  recent  record — 
most  of  the  figures  you  were  talking  about,  it  seems  to  me,  come  from 
a  much  earfier  period.  And  then,  if  we  combine  that  with  the  fact  that, 
m  this  recent  period  when  we've  given  very  little  food  by  comparison 
with  our  earlier  record,  we  find  that  much  more  of  it  in  this  recent 
period  has  been  used  for  poHtical  purposes  than  in  the  past. 

We  note,  for  example,  that  last  year  over  half  went  just  to  South- 
east Asia  and  was  converted  to  the  war  effort. 

We  also  talk  about  increases  to  Bangladesh  and  India,  and  I  con- 
gratulate you  on  that,  and  we're  happy  to  have  it.  And,  about  the 
Rome  Food  Conference.  But  it  was  in  the  middle  of  that  conference 
that — at  a  time  of  famine  elsewhere  you  went  to  Egypt  and  Syria  and 
increased  our  aid  tliere  in  areas  that  are  clearly  not  famine  and  that 
have  immediate  access  to  oil  money  from  Kuwait  and  Saudi  Arabia 
and  other  countries.  It  just  seems  to  me  that  that  has  to  be  weighed 
in  that  great  analysis  of  our  record  of  food  aid. 

Secretary  Butz.  Two  quick  comments.  The  commitments  to  Egypt 
ind  Syria  did  not  diminish  in  anjTFay  our  shipments  to  Bai^ladesh 
ind  Ceylon  and  places  like  that. 

Second,  I  know  you  make  these  comparisons,  and  say:  In  1966,  our 
:ontribution  was  substantially  more  than  1974.  True. 
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But,  in  1966,  this  was  not  a  food  for  peace  program.  In  1966,  this 
was  a  "get  rid  of  this  stuff  at  any  price"  pn^am.  It  was  an  embanas- 
ment  to  us.  We  had  these  tremendous  accumulations.  And  we  were 
pushing  it  out. 

As  a  matter  of  fact,  Public  Law  480  was  passed  in  the  first  place, 
not  for  humanitarian  reasons,  as  a  technique  of  disposing  of  the 
Government  held  surpluses  in  this  country.  Let's  be  frank  about  it. 
It's  now  been  turned  around  to  a  proper  use,  I  think,  and  that  use  is 
for  humanitarian  purposes  and  for  forei^  poUcy  purposes  too. 

People  have  asked  me:  Does  the  Umted  States  have  a  firm  com- 
mitment to  this?  And  my  answer  is  yes.  The  test  to  this  comsikment 
was  not  made  in  the  1960's  when  we  had  lai^e  quantities  of  Govern- 
ment-held surpluses.  This  was  not  the  test  of  our  commitment.  The 
test  of  our  commitment  is  when  we  don't  have  Government-held 
surpluses.  And  we  are  meeting  that  test  with  a  great  big  positive 
sign  right  now. 

Senator  Clark.  I  agree  wholeheartedly. 

Secretary  Butz.  At  $1  billion  or  $1.6  billion. 

Senator  Clark.  The  real  test  is  when  you  are  short.  It  takes  no 
great  sacrifice  to  give  food  to  hungry  people  when  you  have  milhons  of 
tons.  It's  in  the  shortage  that  we  are  really  tested. 

But  I  just  don't  conclude  from  that- — last  year,  for  example,  when 
we  gave  only  3.3  million  tons,  half  of  it  to  Southeast  Asia — that  we 
were  meeting  the  test  very  successfully. 

But  let  me  ask  some  questions  about  the  farm  area. 

There  have  been  three  or  four  questions  to  you  about  what  you  felt 
the  support  price  ought  to  be  in  terms  of  the  tai^et  price  or  wie  loan 
rates.  And  each  time  you've  suggested  you  didn't  want  them  too  high. 

Could  you  be  specific,  as  Secretary  of  Agriculture,  on  what  you 
think  those  levels  ought  to  be — what  your  recommendation  is  to  us  in 
writing  that  law? 

Secretary  Butz.  Well,  at  this  juncture,  I  can't  be  specific.  It  would 
be  somewhere  between  what  you  want  and  what  I  want,  I  presume. 
I  suppose  that's  where  we're  going  to  come  out  here.  But,  at  this 
st^e  of  thepoker  game,  you  never  show  your  aces. 

Senator  Clark.  So  you  hare  no  position  on  target  prices  or  loan 
rates? 

Secretary  Butz.  Oh,  yes,  I  have,  but 

Senator  Clark.  But  you  don't  want  them  too  high. 

Secretary  Butz.  But  not  in  specific  terms,  any  more  than  you  want 
them  in  specific  terms. 

Senator  Clark.  Oh,  I  have  very  specific  terms. 

Secretary  Butz.  My  position  is  something  leas  than  yours. 

Senator  Clabk.  I  was  interested  in  the  fact  that  several  times  you 
talked  about  how  vou  don't  want  these  too  high.  On  no  occasion  have 
you  talked  about  the  fact  that  you  don't  want  them  too  low. 

All  the  emphasis  in  each  answer  has  been  that  you  don't  want  them 
too  high. 

Now  it  seems  to  nic,  as  you've  indicated  accurately,  we  are  very  low 
in  supplies.  Very  low  in  carryovers.  There  is  a  great  danger  in  not 
having  enough  production  this  year. 

Secretary  Butz.  Oh,  not  this  year. 

Senator  Clark.  And,  if  we  are  going  to  encourage  people  to  pro- 
■ducc,  why  should  we  not  have  adequate  support  prices?  Isn't  that  the 
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whole  idea  of  the  support  price  program — granting  that  we  don't 
want  them  too  high? 

Secretary  BuTz.  The  farmers  have  indicated  their  intention  to  pro- 
duce com  in  roughly  the  same  acreage  as  they  have  last  year.  Now 
the  drought  cut  the  production,  but  Sie  intention  was  the  acres  they 
planted.  They  did  this,  not  in  response  to  the  support  program  or 
the  target  pnce,  The\'  did  this  in  response  to  the  market  price. 

Senator  Clark.  Well,  none  of  that  is  planted — I  shouldn't  say 
'  'none"  of  it,  but  certainly  in  our  area,  the  com  has  not  been  planted. 
And  many  of  the  farm  o^anizations — I  think  the  Farm  Bureau  and 
most  of  the  farm  organizations  are  ui^ing  fanners  to  cut  back — 
ur^ng  them  to  cut  back  10  or  15  percent. 

Secretary  Butz.  Do  you  know  of  anyone  who  will  have  25  percent 
of  his  form  idle  in  1975? 

Senator  Clark.  Xo.  They're  not  asking  them  to  idle  it.  They're 
asking  them  to  not  plant  it  in  these  essential  crops,  because  they're 
afraid  they  will  overproduce,  and  the  price  is  going  to  go  down.  And 
they're  not  going  to  have  any  support  for  it. 

Now  ma3'be  the  fanners  will  not  take  their  advice,  but  it  seems 
to  me  that,  if  we  rcfllly  feel  there  is  a  shortage  in  this  country,  and  we 
want  to  encourage,  that  we  ought  to  be  as  concerned  about  having 
those  support  pnccs  too  low  as  too  high. 

You  don't  share  that  view,  I  gather? 

Secretary  Butz,  Well,  that's  a  commonly  held  point  of  view.  I 
think  farmers  respond  in  the  current  situation  to  target  prices  much 
more  than  market  prices- 

[The  following  questions  were  submitted  by  Senator  Clark  to 
Secretary  Butz  and  his  answers  thereto;] 

Question.  You  indicnted  that  you  hope  the  target  price  will  not  becoma  a 
guaranteed  price — what  is  your  concept  of  the  target  price  system? 

Answer.  First  of  all,  the  m.irkelplaoe  should  provide  the  appropriate  signal  to 
giroduccrs.  If  a,  target  price  is  set  too  far  above  the  market  clearing  level,  addi' 
tional  production  will  be  encouraged  when  the  market  Is  signaUiiig  for  less.  A 
major  problem  today  is  that  there  is  a  tendency  to  include  current  land  values 
in  estimates  of  production  costs  and  then  to  argue  that  target  prices  nhould  cover 
these  costs.  A  more  re.ilistie  approach  is  to  somehow  insure  farmers  that  they  can 
cover  their  variable  costs  from  year  to  year. 

QuMtion.  If  you  want  to  increase  soybean  production,  why  remove  the  loan 
program? 

Answer.  For  several  years,  soybean  prices  have  been  so  far  above  the  loan  rate 
that  the  loan  has  had  little  il  any  effect  on  farmers'  production  plans.  }£LiminatJng 
the  loan  permitted  us  to  dispose  of  some  administrative  machinery  and  reduce 
government  costs. 

Queslinn.  Would  it  really  be  inaccurate  to  say  that  you  personally  would  prefer 
to  do  away  with  all  support  progrania  and  rely  on  the  tree  laarltet  system  entirely? 

.\nswer.  I  believe  that  market  forces  should  be  used  to  guide  basic  decisions  in 
production  and  resource  allocation  with  minimum  interference  by  the  Govern- 
ment. However,  farmers  do  need  some  minimum  guarantee  against  an  occasional 
sharp  decline  in  prices  to  disaster  levels.  The  present  programs  offer  protection 
against  conditions  and  still  allow  the  flexibility  necessary  for  efficient  production 
-and  marketing  operations. 

Question.  I  understand  that  you  have  announced  next  year's  com  acreage  allot- 
ment at  89  million  acres.  Is  that  oil  you  want  farmers  to  produce? 

If  you  want  more  acres  planted— why  don't  you  raise  the  allotment  bo  that 
disaster  provisions  and  support  prices  would  be  extended  to  all  the  acres  you  want 
farmers  to  plant?  Wouldn  t  that  encourage  them  to  plant  what  you  wont  them  to 
plant? 

Answer,  The  89  million  acre  allotment  relates  to  total  teed  groins  covered  by 
the  program.  It  includes  approximately  64  million  acres  of  corn,  15  million  acres 
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of  grain  sorghuDi  and  10  miUion  acres  of  bailey.  Tbis  acreage  plus  the  expected 
acreage  of  oats,  and  normal  yields  for  grain  crops  will  produce  a  crop  of  ftround 
210-15  million  tons  of  feed  grains,  or  about  the  expected  amount  needed  for 
domestic  and  export  requirements.  Under  the  current  program,  the  allotment 
does  not  affect  farmers  dedslons  to  plant.  It  is  for  purposes  of  determining  pay* 
menta  to  farmers  in  the  event  of  a  disa8t«r.  With  strong  demand  and  favoraUe 
market  prices  the  last  couple  of  years,  fanners  have  geared  up  to  plant  about  all 
of  the  available  cropland  if  they  have  a  normal  planting  season.  Formers  can  hedge 
again-st  the  danger  of  lower  prices  at  harvest-time  by  contracting  ^ead  for  fall 
delivery. 

Question.  What  is  your  estimate  of  the  1975  cost  of  producing  soybeans? 

Answer.  The  cost  of  production  varies  from  farni  to  farm  and  from  region  to 
re^on.  We  have  no  estimates  at  this  time  that  'would  reflect  the  weight«d  average 
of  all  these  situations.  We  have  underway  a  study  that  will  give  us  this  answer. 
In  the  meantime,  we  have  made  prehminary  estimates  as  f.  lli-ws  of  what  it  will 
cost  to  produce  a  bushel  of  soybeans  in  two  important  regions  for  1975: 
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Question.  What  changes  would  you  support  in  Public  Law  480  and  the  food 
stamp  program? 

Answer.  The  Administration  has  forwarded  to  the  Congress  a  proposed  amend- 
ment to  section  491  of  Public  Law  480  which  would  permit  the  Secretary  some 
flexibility  in  determining  that  a  portion  of  exportable  supplies  of  commodities 
could  be  used  to  carry  out  the  national  interest  or  for  humanitarian  purposed 
under  extremely  tight  commodity  situations.  Otherwise  Public  Law  480  hu3 
proved  to  be  a  flexible  instrument  to  nicet,  with  varying  degrees  of  emphasis, 
the  objectives  of  the  Act. 

(Food  SUmp  portion  of  the  reply  furnished  by  FNS.) 

Queffton.  Whatrecommendations  would  you  make  in  the  Food  Stamp  Program? 

Answer.  The  Department  is  now  studying  the  possibility  of  revising  procedures 
used  in  determining  income  for  food  stamp  purposes.  Currently,  in  arriving  at 
income  for  purposes  of  food  stamp  eligibility  and  basis  of  issuance,  a  number  of 
household  expenses  such  as  child  care,  excels  shelter  costs,  and  medical  costs  are 
deducted.  A  study  now  underway  is  analyiing  the  possibility  and  alternative  ways 
of  climinatinR  these  individual  housebold  expenditure  determinations  and  replac- 
ing them  witn  the  use  of  standard  deductions.  It  appears  likely  that  the  use  of 
standard  deductions  along  with  certain  other  changes  would  bring  about  both 
increased  program  equity  and  greater  simplicity. 

The  D^artment  expects  to  complete  this  study  and  be  prepared  to  make 
legislative  recommendations  for  consideration  within  the  Executive  Branch  bv 
April  1. 

In  addition,  responsive  to  the  Senate  Resolution,  other  aspects  of  the  Food 
Stamp  Program  will  be  reviewed  with  a  view  toward  making  possible  legislative 
changes.  TTiese  recommendations  ^ong  with  those  having  to  do  with  the  deter- 
mination of  food  stamp  income  will  be  incorporated  in  the  report  requested  by 
the  Senate  as  soon  aa  possible,  but  in  no  event,  later  than  the  June  30  date  estab- 
lished b^  the  Resolution. 

Quettion.  Is  there  any  uniform  policy  for  leasing  space  by  the  different  agri- 
cultural agencies? 

Answer.  With  the  exception  of  the  Commodity  Credit  Corporation,  the  au- 
thority to  loose  space,  under  certain  conditions,  has  been  delegated  to  the  Depart- 
ment by  G8A  and  we  have  re-delegated  this  authority  to  the  USDA  agencies. 
Tlie  leasing  of  space  is  considered  a  normal  procurement  action  subject  to  the 
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Qaestion.  If  we  have  an  ACP  Program  later  in  the  year,  will  County  Committees 
be  able  to  select  the  practices  for  their  County  Program?  Can  they  go  back  to  the 
1973  program  practices  or  even  1970  practices? 

Answer.  If  an  ACP  is  announced  tor  1975,  county  program  development  groups 
will  again  be  able  to  select  from  the  National  or  State  program  the  practices  for 
their  county  program.  The  procedure  for  selecting  practices  is  basically  the  same 
as  it  has  been  for  a  number  of  years. 

In  addition  to  being  able  to  select  practices  from  the  National  or  State  program, 
the  county  program  development  groups  will  "be  able  to  continue  to  develop 
special  DTactices  needed  to  solve  problems  peculiar  to  a  particular  area  and  for 
which  Nation^  program  practices  are  not  adequat«.  Consideration  is  being  given 
to  a  proposal  that  the  authority  to  approve  most  of  these  types  of  practices  be 
delegated  to  State  Program  Development  groups,  subject  to  spccinc  National 
guidelines.  In  the  past,  all  of  these  special  practices  required  Washington  approval. 

The  specific  details  of  a  1975  program  nave  not  yet  been  developed.  Therefore, 
it  is  not  known  whether  the  authoritv  to  include  1970  or  1973  practices  in  county 
])rograms  will  be  a  part  of  the  1975  National  program. 

Question.  Is  there  sufficient  personnel  left  at  the  coimty  office  level  to  explain 
the  options  available  to  the  producer  under  the  program? 

Answer.  To  the  best  of  our  ability,  we  attempted  to  forecast  work  which  will 
be  required  in  each  county  office  to  give  service  to  farmers  under  the  programs 
existing  in  current  law.  This  includes  explaining  the  various  options  available  to 
producers.  It  is  the  policy  of  the  Agency  that  each  county  office  will  employ 
sufficient  personnel  to  accomplish  this  work. 

Question.  At  the  end  of  this  crop  year,  if  there  is  over  production,  will  you  have 
sufi^cient  records  and  personnel  available  to  operate  the  program  that  Congress 
has  made  int«  law? 

Answer.  The  amount  of  work  which  would  be  generated  in  our  county  offices 
throughout  the  country  in  the  event  of  overproduction  during  this  crop  year  is 
difficult  to  predict  at  this  time.  One  obvious  influencing  factor  would  be  the  amount 
of  such  overproduction.  But  even  if  we  could  assume  a  certain  amount  of  over- 
production, it  is  hard  to  tell  exactly  how  it  would  impact  on  county  office  work. 
Some  worit  that  could  probably  result  would  be  deficiency  payments  and  price 
support  loans.  We  l>elieve  that  our  current  staffing  in  county  offices  is  generally 
adequate  to  handle  any  such  work  that  we  could  reasonably  expect  due  to  high 
production  during  this  crop  year. 

Certainly  we  will  have  sufficient  records  and  employee  expertise  to  get  the  work 
done.  In  the  event  that  extremely  lai^e  volumes  of  work  should  occur  in  some 
counties,  it  may  be  necessary  to  employ  additional  help.  But  this  would  not  be 
unusual.  We  have  never  planned  to  maintain  staffing  levels  sufficient  to  take  care 
of  peak  workload  periods.  We  have  always  had  this  problem  to  a  greater  or  lesser 
degree  because  workload  is  somewhat  seasonal  in  most  county  officers.  We  utilize 
part-time  ^nd  temporary  employees  to  get  ua  through  these  periods.  We  will 

Quegtion.  \Vhy  has  County  Committee  and  Community  Committee  time  been 
reduced  to  practically  nothing? 

Answer.  We  believe  that  the  intended  role  of  community  committees  in  pro- 
gram administration  is  largely  outmoded.  Community  committee^  did  perform  a 
worthwhile  function  in  the  days  when  communication  was  not  nearly  as  advanced 
as  it  is  today.  Over  the  past  20  years  or  more  the  use  of  community  committees 
has  more  or  less  declined  because  county  committees  are  better  informed  on 
agricultural  conditions  throughout  their  counties,  and  therefore,  do  not  find  need 
to  rely  on  community  committeemen  to  the  extent  that  they  once  did.  Conse- 
quently, the  role  of  community  committees  has  declined  to  principally  that  of 
electing  county  committeemen. 

On  the  subject  of  county  committee  time,  we  do  not  agree  that  it  has  been 
reduced  to  practically  nothing.  County  committees  are  authorized  to  hold  suffi- 
cient meetings  to  perform  legitimate  county  committee  functions.  We  do  not  per- 
mit county  committees  to  perform  routine  office  functions,  but  this  is  not  a  new 
policy.  Operating  instructions  have  restricted  county  committee  service  to  per- 
forming legitimate  county  committee  determinations,  decisions,  bearings,  etc., 
for  the  past  20  years  or  more.  Tliis  question  probably  results  from  actions  taken 
by  the  Agency  in  recent  years  to  eUminate  county  committees  meeting  unneces- 
Nurily.  It  is  true  that  those  efforts  resulted  in  a  substantial  reduction  of  county 
committee  meetings  in  certain  parts  of  the  country;  but  county  committees  are 
permitted  sufficient  meeting  time  to  conduct  legitimate  county  committee  business. 
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Question.  Why  can't  ASCS  offices  luuidle  other  related  programs  that  can  be 
or  may  be  established  in  the  future?  Such  as  pollution  control  and  abatement. 
Clean  air  programs.  Any  other  environmental  and  protection  prosrams. 

Answer.  County  ASCS  offices  down  through  the  years  have- from  time  to  time 
been  called  upon  to  handle  certain  functlona  outside  those  directly  asHif^ied  to 
ASCS  through  agricultural  le^slation.  Eicamples  of  these  include  such  things  as 
assisting  Selective  Service  and  Rationing  Boards  during  World  War  U  and 
monitoring  fuel  and  fertUiier  supplies  during  last  year's  critical  shortages.  The 
Agency  stands  ready  to  respond  to  any  task  that  may  be  assigned  to  it  by  higher 
aiUthority  in  tne  future. 

Question.  Will  the  same  administrative  restrictions  be  placed  on  future  diBBBter 
programs  as  were  placed  on  the  1974  program?  Such  as  the  substitution  restrictions 
and  automatic  deductions. 

Answer.  We  have  changed  the  administrative  provisions  relative  to  substitution 
of  crops  under  the  1975  disaster  program.  We  believe  our  revision  of  substitution 
provisions  for  1973  will  afford  farmers  the  advantage  of  expanded  coverage  on 
overplantcd  crops  to  the  eitent  of  underplantings  of  other  program  crops  intbout 
the  disadvantage  of  having  a  normel  or  above  average  yield  of  one  program  crop 
offsetting  underproduction  on  another  program  crop.  Deductions  from  crop 
paymenia  are  made  when  a  farmer  furnishes  a  certihcation  of  acreage  or  produc- 
tion which  substantially  differs  from  the  correct  figure  and  then  only  if  he  would 
gain  a  program  advantage  because  of  the  incorrect  certification.  We  propose 
to  continue  this  provision  in  1975.  Responsible  program  administration  would 
appear  to  require  that  fanners  receiving  government  payments  should  fumish 
certifications  which  are  relatively  accurate. 

Question.  After  the  Administration  asked  for  all-out  production,  then  the  fore- 
going restrictions  as  mentioned  in  No.  4  al>ove  were  implemented  and  tightened 
as  the  program  progressed.  The  lirst  people  to  file  in  the  counties  were  much 
better  off  than  the  late  filers. 

Answer.  The  administrative  provisions  relating  to  substitition  and  payment 
deductions  were  not  tightened  as  the  program  progressed.  We  find  it  dimcult 
to  visualize  a  situation  where  a  producer  filing  an  early  claim  for  disaster  had  an 
advEknlage  over  one  filing  a  late  claim. 

The  Chairman.  Senator  Leahy. 

Senator  Leaht.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  the  Economic  Research  Service  of  the  Department 
■of  Agriculture  has  prepared  a  report  for  this  committee  on  ibe  impact 
of  dairy  imports  on  the  U.S.  dairy  industry.  On  page  10,  the  report 
predicted  that  more  than  181,600,  or  almost  half— -47  percent — of  the 
U.S.  dairy  herds  in  1973  would  discontinue  production  by  1980, 
assuming  a  continuation  of  the  price  support  policies  of  the  admims- 
tration,  and  section  22  import  quotas. 

Now  what  action  is  the  admmistration  taking?  What  actions  is  it 
considering  to  reverse  the  trend  towards  fewer  dairv  farms?  Or,  is  it  a 
situation,  a&  some  feel,  that  the  administration  feels  that  perhaps  the 
dairy  industry  should  have  such  shrinking? 

Secretary  Burz.  Well,  I  think  your  figures  here  indicated  the  number 
of  dairy  farms,  not  the  amount  of  dairy  cows  or  the  amount  of  pro- 
duction. Is  that  correct? 

Senator  Leaht.  Of  dairy  herds. 

Secretary  BuTz.  Well,  that's  the  number  of  dairy  farms.  There's 
been  a  great  technological  change  taking  place  in  dairy  production  for 
20  or  25  years.  We  are  moving  away  from  the  smaller  herd — the  25- 
or  30-cow  herd — again,  in  part,  because  of  cost-price  relationships. 

But,  in  large  part,  in  response  to  the  fact  that  it  ties  you  down  if 
you've  got  a  smgle-family  unit,  and  you  don't  have  a  multiple-manage- 
ment unit — it  ties  you  down  7  days  a  week,  52  weeks  a  year.  There  are 
easier  ways  to  make  a  hving. 
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Senator  Leahy.  There  are  easier  ways  to  make  a  living  than  in  moat 

agric  ul  tura  I 

Secretary  Butz.  This  doesn't  mean  the  dairjr  industry  is  shrir^ng 
like  that,  because  it's  moving  into  larger  family  herds,  which  are  in 
part  multimajiagement  herds  where  you  got  father  and  son,  or  two 
brothers,  or  something  like  that. 

Senator  Leahy.  Is  that  really  so,  Mr.  Secretary? 
Do  I  understand  from  that  that  the  Department  of  Agriculture  has 
the  attitude  that  it  is  better  to  move  away  from  the  family  farm  into  a 
form  of  agribusine^? 

Secretary  BuT2.  No  sir.  These  are  still  family  farms,  but  they  aie 
family  farms  so  if  you  want  to  get  away  over  the  weekend,  you  can 
do  so.  They  are  family  farms  in  the  truest  sense  of  the  word.  But  they 
give  you  a  little  freedom.  And  I  think  we  all  admit  that,  to  be  tied  down 
to  this  7-day  routine  52  weeks  a  year  is  kind  of  tough  in  the  modem 
world. 

Senator  Leahy.  Mr.  Secretary,  the  Department  set  the  milk  price 
at  80  percent  of  parity  about  a  month  ago.  The  increase  in  production 
costs  has  now  driven  that  ratio  down  to  just  over  79  percent.  What's 
your  best  estimate  of  the  increase  in  the  production  costs  that  the 
(iairy  farmer.s  can  expect  for  the  rest  of  this  year? 

Secretary  Butz.  It  will  probably  go  up  a  httle  bit,  I  would  expect. 
I  would  expect  the  index  cost,  feed  costs — feed  makes  part  of  that 
production  cost  go  up. 
Senator  Leahy.  It  s  safe  to  say  it  will  go  up? 

Seci'etarv  Butz.  It  will  decline.  I  thnik  the  over-all  cost  of  pro- 
duction will  go  up  modestly. 

Senator  Leahy.  What  percent  of  parity  will  the  farmer  be  receiv- 
ing at  the  end  of  the  j'ear— any  estimate  on  that? 
Secretarj-  Butz.  Dawson? 

It  may  go  down  to  75  percent  E^ain.  I  expect,  at  the  present  figures, 
it  may  hit  75  percent  ^ain. 

Senator  Leahy.  It  may  go  down. 

Secretary  Butz.  It  may  go  down,  but  I  think  it  will  drop. 
Senator  Leahy.  What  s  the  current  state  of  our  negotiations  with 
Common  Market  in  regard  to  imports  of  subsidized  dairy  products? 
Secretary  Butz.  Last  week,  the  Common  Market  did,  in  fact, 
reinstitute  some  export  subsidies  on  cheese,  not  only  this  country — to 
any  place.  At  the  present  time,  they  are  subject  to  very  tight  import 
quotas,  except  for  what  we  call  the  price  break  cheeses,  which  is  the 
exotic  cheeses  above  a  certain  price  level — -the  gourmet  cheeses  are 
used  here  primarily.  Those  import  quotas  are  rigidly  in  effect.  The 
President  has  indicated  they  would  not  be  suspended  as  long  as  we 
are  in  this  current  situation  we  are  in.  They  were  suspended  a  year 
ago  for  specific  amounts  of  additional  imports.  Twice  I  think  we 
raised  the  import  quotas  on  nonfat  dry  milk  and  once  on  cheese  and 
once  on  butter,  I  believe.  I  think  we  got  the  cheese  too  late.  I  think 
the  cheese  imports  did,  in  fact,  impact  on  dairy  prices  in  this  countrj'. 
Senator  Leahy.  I  think  most  dairy  farmers  would  agree  with  you 
on  that. 

Secretary  Butz.  Yes.  On  dried  skim  and  butter,  probably  not. 
We  were  at  the  point  where  we  didn't  just  have  enough  dry  aMm 
to  meet  our  domestic  requirements.  Our  cott^e  cheese  manufacturers, 

47-109—75 — pt.  2 35 


,y  Google 


1106 

our  ice  cream  manufacturers,  our  bakers  were  shifting  to  something 
else.  And,  frankly,  we  didn't  want  them  to  shift.  And  I  think  there 
was  every  reason  that  we  should  have  had  that  one  or  two  time  ex- 
ception for  dried  skim.  I  foi^ot  what  it  was.  But  now  then,  we  are 
down  at  a  nominal  level  in  our  import  quotas.  It's  purely  nominal.  I 
can't  give  you  the  exact  figures. 

Senator  Leahy.  Is  it  high  enough  to  justify  in  your  mind  the 
imposition  of  countervailing  import  duties? 

Secretary'  Butz.  I  think  the  question  of  countervailing  duties  is 
academic  so  long  as  we  have  the  ngid  import  quotas,  because,  regard- 
less of  how  they  price  it  internally  in  Europe,  it  can't  come  in  over 
our  quotas. 

\ow,  if  we  get  to  the  point — - 

Senator  Leahy.  Wait  a  minute.  I^t  mo  see  if  I  understand  you  on 
that,  Mr.  Secretary.  Vou  say  that  with  the  import  quotas  we  have 
right  now 

Secretary  Butz.  Yes. 

Senator  LEAHy.  So  long  as  those  do  not  change 

Secretary  Butz.  So  long  an  those  do  not  change. 

Senator  Leahy.  There  would  be  no  need  for  countervailing  import 
duties? 

Secretary'  Butz.  Wouldn't  have  any  impact  one  way  or  the  other. 
But  let  mo  say  that,  if  for  any  reason  those  import  quotas  are  changed 
through  bargiiining  in  Geneva  with  the  forthcoming  GATT  negotia- 
tions, or  however  it  may  be,  then  I  think  we  should  stand  ready  at 
once  to  impose  countervailing  duties  aguinst  subsidizing  duties  to 
this  coimtry. 

Senator  Leahy.  That  would  be  your  rocoinraendation? 

Secretarv  Butz.  Yes,  sir.  It's  been  my  recommendation.  I  think 
our  dairy  faruiers  can  compete  against  the  French  dairj-  farmers,  but 
not  against  the  Fren<;h  Govenmient. 

Senator  Leahy.  To  go  back  to  my  earlier  question  about  dairy 
herds  and  your  estimate,  has  y(»ur  department  considered  the  impact 
this  has  on  predominantly  rural  areas,  where  the  way  of  life  may  he 
the  family  farmer? 

Secretary  Butz.  Oh,  yes.  I  have  a  note  here  from  Dawson  Ahalt 
that  cow  numbers  in  Northeastern  United  States  increased  last  year, 
whereas  nationally  the  cow  numbers  decreased.  And  I  think  that 
again  reflects  the  lack  of  alternative  opportunities,  frankly,  that  his- 
torically vou'll  see  these  smaller  dairy  herds  being  combined  into 
lai^er  units  in  times  when  there  are  ample  alternative  employment 
opportunities,  especially  for  young  people. 

Senator  Leahy.  Alternatively,  the  prices  have  gone  do^vn  so  much 
that  you  can't  even  sell  them. 

Secretary  Butz.  You  can't  sell  your  discard  dairy-  products  at  high 
beef  prices.  That's  part  of  the  problem. 

Senator  Leahy.  When  you  tio  have  the  change,  would  a  substantial 
amount  of  land  go  out  of  production? 

Secretarj-  Butz.  No,  sir.  Not  unless  it  was  land  that  was  sub- 
marginal  in  the  first  place.  No,  sir.  It's  still  farmed  to  support  the 
remaining  herds  which  become  larger. 

Senator  Leahy.  Thank  vou,  Mr.  Chairman. 
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Secretary  Butz.  But  let  me  comment  very  frankly  this  bothers  nie. 
We  are  in  a  declining  per  capita  consumption  of  milk  in  this  country. 
It's  going  down,  and  the  best  food  we  got.  And  it's  going  down  slightly. 
The  per  capita,  consumption  of  beer  is  zooming.  The  per  capita  con- 
sumption of  cola  drinks  is  zooming.  Last  year  we  consumed  approxi- 
mately, if  my  figures  are  correct,  about  29  gallons  of  milk  per  person; 
and  tKis  per  person  beers  up  to  21  gallons;  and  soda  drinks  are  up  to 
22  gallons,  and  gaining.  And  you  put  beer  and  soda  drinks  togetlier, 
they  far  outdistance  milk  in  this  country.  And  I  had  my  staff 

Senator  Leahy.  I'm  not  goii^  to  try  to  draw  a  sociological  con- 
clusion from  that. 

Secretary  Butz.  But  I'm  talking  about  one  of  the  problems  we  face 
here,  and  people  complain  about  the  price  of  milk.  The  other  day  I 
had  somebody  price  a  six-pack  of  beer  down  here  at  the  store  and  a 
gallon  of  milk,  carry  home,  at  store  prices.  And  you  get  home  and 
vou  pour  it  in  an  8-ounce  glass  of  milk  and  an  8-ounce  glass  of  beer. 
*rhe  milk  costs  you  10  cents.  The  beer  costs  you  20  cents.  Beer  is 
going  up.  Nobody  complains  about  the  price. 

Milk's  going  down.  They  raise  the  devil  about  the  price. 

Explain  it  to  me. 

Senator  Leaht.  Back  in  Vermont,  we  try  to  get  photographed 
drinking  the  milk,  and  not  the  beer. 

Mr.  Chairman,  there  is  one  thing  I  would  like  to  comment  oil, 
though,  to  the  Secretary,  It  is  not  a  matter  that  I  mtended  to  raise  in 
questions  here  today,  but  Senator  McGovern's  comments  prompted 


Whether  it  is  right  or  wrong,  there  is  a  feehng  among  food  stamp 
recipients  that  the  Department  of  Agriculture  is  going  out  of  its  way 
to  make  things  difficult  for  those  recipients. 

In  my  own  State  slightly  over  10  percent  of  the  "people  receive  food 
stamps.  Prior  to  the  time  I  was  elected  to  the  Senate  and  since  then, 
I've  talked  with  a  number  of  those  people.  Maybe  it  is  the  case  that 
the  Food  Stamp  Program  should  not  be  within  the  Department  of 
Agriculture.  Maj'be  it  should  be  somewhere  else.  But  the  feeling 
persists.  And,  to  an  awful  lot  of  recipients  of  food  stamps,  the  Depart- 
ment of  ACTiculture  has  gone  out  of  its  way  to  make  things  difficult 
for  them.  The  attempted  action  of  the  administration  in  raising  the 
price  of  food  stamps  just  added  to  that.  And  I  really  think,  at  a  time 
of  high  unemployment,  horrible  inflation,  recession  and,  in  some 
cases,  starvation  in  this  country,  that  the  Department  of  Agriculture, 
if  it's  going  to  handle  the  Food  Stamp  Program,  should  make  every 
single  effort  to  reverse  that  image  that  it  has,  for  the  sake  of  humanity. 

Secretary  Butz.  Well,  I  quite  agree  with  you. 

On  the  other  hand,  I  think,  if  we  can  tighten  up  among  those  of 
the  higher  income  echelons  of  this  thii^ — Senator,  you  had  an  article 
a  moment  ago  that  it  is  going  middle-class  America. 

Senator  Dole.  I  put  it  in  the  record. 

Secretary  Butz.  If  we  could  tighten  up  here,  we'd  liave  enough 
for  the  truly  needy  people.  That's  what  we  want  to  do. 

The  Chairman.  Mr.  Secretary,  as  you  know,  peanuts  is  the  second 
largest  money  crop  grown  in  my  State.  The  people  in  Georgia  didn't 
send  me  to  the  U.S.  Senate  to  stand  idly  by  and  watch  their  second 
lai^est  money  crop  destroyed.  , 
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Secretary  Butz.  I  imderst&nd  a  Georgia  farmer  called  for  my 
resigiialion  before  Senator  McQovem  did  the  other  day. 

Senator  Dole,  No.  He  was  from  Alabama. 

The  Chairman.  You  are  aware  of  the  fact  that  for  the  12-year 
period  1960-72  inclusire,  peanuts,  as  a  percentage  of  the  value  oc  tit» 
crop,  cost  the  Government  less  than  any  other  crop  in  America 
except  tobacco? 

Secretary  Butz.  Yes,  but  that  argument  is  simply  the  pot  calling 
the  kettle  black.  Since  then  we  have  reduced  the  cost  of  com,  soy- 
beans; we  have  reduced  the  cost  of  wheat,  we  have  reduced  the  cost 
of  cotton  since  those  years. 

The  Chairman.  But  you  haven't  hoarded  those  crops,  have  you? 

Secretary  Butz.  No,  they've  moved  into  the  marketplace  at  no 
cost  to  the  Government. 

The  Chairman.  What  did  peanuts  cost  the  Govenmient  in  1973? 
I  don't  have  those  figures. 

Secretary  Butz.  In  1974  the  cost  was  practically  negligible  but 
only  because  of  the  noted  price  of  soybean  oil  which  made  a  market 
for  peanuts — $4.8  million,  but  the  year  before  that  was  about  70- 
some thine  million. 

Mr.  Chairman,  like  you,  I  don't  want  to  liquidate  the  peanut 
industrj'  in  Georgia,  for  heaven  sakes.  It's  a  good  American  industn'. 
Twenty  rears  ago  peanuts  in  this  country  produced  approximately 
$500  million  of  gross  income,  soybeans  grossed  approxmiately  $500 
million  of  gross  income.  Peanuts  took  the  Government  route,  soybeans 
took  the  free  route.  They  both  are  a  source  of  oil  and  protein.  Last 

?ear  peanuts  were  rougnly  $500  million,  soybeans  were  $7  billion, 
'd  like  to  move  peanuts  down  that  same  road. 

The  Chairman.  There's  a  difference,  Mr.  Secretary.  Soybean  is  a 
■principal  protein  ingredient  for  poultry  feed,  for  ho^  feed  and  for 
cattle  feed.  And  peanuts,  we  think,  are  a  little  more  anstocratic  than 
that. 

Secretary  Butz.  I  carry  them  in  my  desk. 

The  Chairman.  We  feed  them  to  humans. 

Thank  you,  sir,  and  I  hope  in  your  negotiations  with  the  repi^ 
sentatives  of  the  peanut  industry  you  keep  in  mind  how  important 
it  is  to  thousands  of  farmers  that  live  on  submarginal  income  and 
without  a  peanut  program  they  would  be  deprived  of  a  means  of 
livelihood  and  would  get  on  a  welfare  program  and  whatever  land 
values  they  have  would  be  completely  destroyed. 

Secretary  Butz.  Yes,  sir. 

The  Chairman.  Senator  Dole. 

Senator  Dole.  Well,  I  won't  take  but  a  minute.  I  know  some  of  the 
other  Senators  have  questions. 

There  ha.s  been  a  great  emphasis  here  on  the  Food  Stamp  Prograia 
and  food  for  peace  and  I  think  there's  probably  every  justification 
for  that,  but  I  think  there's  a  greater  concern  if  we  don't  come  up  with 
&  good  farm  program  there  won't  be  any  food  for  peace  program  and 
there  won't  be  any  Food  Stamp  Prc^am.  And  so,  while  the  worid 
food  problem  and  the  food  stamps  may  grab  the  headlines,  I  think 
we  still  have  to  get  down  to  the  basics  on  what  kind  of  a  farm  prt^ram 
we're  going  to  write  to  make  these  other  programs  possible.  And  I'm 
certain  the  .Secretary  shares  that  view  and  everyone  on  this  committee. 
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It  occurs  to  me  that  we've  had  so  many  witnesses  and  to  go  through 
their  testimony  as  its  been  summarized  by  the  staff  with  the  different 
witnesses  and  to  propound  questions  would  be  an  endless  task  for 
the  Secretaiy  hut  I  assume  we  will  be  able  to  submit  questions  in 
writing  and  nave  them  made  a  part  of  the  record. 

Secretary  Butz.  Yes,  sir. 

The  CHAiR\fAN.  It's  already  been  ordered,  Senator  Dole. , 

Senator  Dole.  Anything  we  want  to  submit? 

The  Chairman.  Any  member  of  the  committee  that  wants  to  submit 
additional  questions  will  submit  them  to  the  staff  and  take  them  up  to 
the  Secretary  and  he'll  respond  on  the  record. 

Senator  Dole.  I'm  encouraged  with  Secretary  Butz'  statement.  He 
didn't  come  here  stating  that  he  had  opposition  to  increosii^  target 
prices— well,  not  very  strongly.  That's  the  written  statement  which  is- 
part  of  the  record. 

The  Chairman.  I  thought  he  referred  to  it  as  a  poker  hand  whatever 
that  level  is. 

Senator  Dole.  It's  something  between  what  someone  may  want  and 
what  someone  else  may  want  and  what  the  taxpayers  may  want  and 
what  the  consumers  may  want,  so  there  are  a  lot  of  different  views, 
not  just  the  Secretary's  and  this  committee  because  I  assume  there 
are  consumer  pressures  now  and  then,  aren't  there,  in  the  Department? 

Secretary  Butz.  Yes,  sir. 

Senator  Dole.  And  I  think  there  probably  should  be  in  some  in- 
stances. 1  would  like  to  p\it  into  the  record — not  that  the  Secretary 
needs  to  be  reminded  but  the  parity  price  for  wheat  is  $4.43,  for  com 
$2.94,  for  cotton,  75  cents  per  pound. 

The  target  prices  for  1975  are  wheat  $2.05,  com  $1.38  and  cotton 
38  cents  ft  pound. 

So  it  indicates  that  there's  quite  a  gap  between  parity  and  present 
targetprices.  I  don't  suggest  that  the  target  price  ought  to  be  the  same 
as  panty  but  tliere  ought  to  be  some  realistic  cost  protection  to  the 
farmer. 

Now,  I'm  sorry  Senator  Clark  left  because  I  want  to  get  into  this 
article  because  it  apparently  happened  but  I  remember  as  he  was 
reading  this  back  in  1968  or  1969  Under-Secretary  John  Schnittker 
who  was  then  the  Under  Secretary  of  Agriculture  made  a  statement 
and  I  would  quote  it: 

The  United  Stutes  counts  3  million  farms  in  a  census  but  only  1  million  of  them 
are  serious  producera  and  major  beneficiariee  of  furm  programs.  Thi^  is  increasingly 
obvious  but  still  not  fully  acceptable  politicly.  Conveotional  farm  programs  help 
persona  on  small  farms  get  the  bett«r  life  they  want.  Commodity  c«iented  agri- 
cultural policy  must  be  designed  principally  for  full-time  farmers. 

And  I  remember  that  caused  quite  a  stir  at  that  time.  In  fact  we  were 
stirring  at  that  time  on  this  side.  But,  in  any  event,  if  you  take  it  in 
context  it  probably  indicates  that  some  farmers  are  leaving  the  farm 
and  as  the  Secretary  indicated,  there  are  fewer  leaving  now  but,  of 
course,  there  are  fewer  to  leave.  You  know,  once  you  get  do*vn  to  sort 
of  a  rocklKittom  Une^— I  can  see  where  that  number  would  drop  but  I 
appreciate  your  testimony  and  flexibility  and  patience  and  tolerance, 
Ihank  vou. 

The  Chairman.  Senator  McGovem. 
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Senator  McGovbrx.  Mr.  Secretary,  I  just  want  to  ask  yoii  a  couple 
of  questions  about  the  livestock  crisis  but  before  I  do  that  I  did  want 
to  call  }'our  attentioa  to  this  problem  that  you  mentioned  about 

S!ople  participating  fraudulently  in  the  Food  Stamp  Program.  Your 
epartment  submitted  a  study  on  that  in  1973. 1  don't  know  whether 
nnytliinf!;  has  been  done  since  that  but  it  demonstrated  that  of  all 
(he  people  that  you  checked  who  were  participating  in  the  program,  it 
indicated  that  only  twenty-four  thousandths  of  1  percent  were  actually 
found  guilty  of  any  fraud.  That's  an  infinitesimal  number. 

Senator  Dole.  Foundguilty  or  charged? 

Senator  McGovern.  Well,  the  Department  made  a  survey  lookii^ 
for  evidence  of  fraud.  And  your  Department  testified  that  as  in  the 
first  throe  quarters  of  1973,  twenty-four  thousandths  of  1  percent  were 
participating  in  this  program  fraudulently, 

I'd  like  to  ask,  Mr.  Chairman,  that  this  report  from  the  Department 
of  Agriculture  be  made  a  part  of  the  record — just  this  one  page. 

The  Chairman.  Without  objection,  it's  so  ordered. 

(The  above-referred-to  material  follows:] 

APPENDIX 

Hem  I— Submitted  by  Witnesses 
From  the  U.S.  Depautment  of  Agbicultuhb 


From  July  1,  1972  through  March  30,  1973,  there  were  twelve  instances  ot 
emliozilcinent  by  State  and  local  employees.  The  OfBce  of  Inspector  General  is 
ill  vest  [gating  each  case.  Six  of  these  cases  have  been  completed,  resulting  in 
three  prowcutions  nnd  convictions  and  with  the  U.S.  Attorney  declining  to 
prosecute  the  other  three.  The  total  dollar  loss  to  the  program  involved  In  the  six 
completed  investigations  wu.s  S28,376. 

During  the  same  period,  there  were  four  instances  of  OIG  investigations  into 
coupon  trafficking,  involving  826,000  in  program  loa-ws.  There  was  a  proBCcution 
una  conviction  in  one  case,  two  coses  still  are  under  investigation  and  one  is 
pending  with  the  U.S.  Attorney. 

There  were  24  instances  of  coupon  theft  losses  resulting  from  burelaries  ajid 
armed  rolsberics  during  the  first  nine  months  of  fiscal  year  1973.  The  losaes 
totalled  $418,771  out  of  a  total  of  S2.89  billion  coupons  issued  during  th»t  period, 
making  the  loss  equivalent  to  .0143  percent  of  the  total  volume  of  coupons  issued. 
Thisisequivalent  to  just  about  14  cents  stolen  from  each  Sl.OUO  of  coupons  issued. 

During  the  same  period,  400  retailers  were  disqualified.  Also  based  on  the 
findings  of  violations,  the  courts  sentenced  11.5  retailers  or  their  employees  for 
criminal  violations  of  the  Act.  These  sentences  have  included  fines  ranging  up 
to  $10,000,  probation  periods  and  confinements  of  periods  up  to  two  years.  As  the 
figures  show,  only  a  small  percentage  of  the  180,000  firms  who  are  authoriied 
have  been  found  to  be  violating  the  Food  Stamp  Program. 

Addition.ally,  there  were  8,250  claims  established  against  recipient?,  tor  fraudu- 
lently receiving  food  stamps.  These  claims  amounted  to  81,784,427  of  which 
$694,714  has  so  far  been  collected. 

The  percentage  of  bonus  coupons  issued  through  fraudulent  activity  in  relation 
to  total  bonus  coupons  issued  during  the  first  three  quarters  of  fiscal  year  1973 
is  11  hundredths  of  one  percent. 

For  the  same  period,  the  percent  of  these  losses  in  terms  of  total  coupons  issued 
is  C5  hundredths  of  one  percent. 

In  the  first  three  quarters  of  fiscal  year  1973,  the  percentage  of  fraudulently 
parti cipatinR  households,  as  related  to  total  participating  households,  equalled 
24  thousandths  of  one  percent. 

Senator  McGovern.  It's  the  only  thing  I  know  of  that  we  have  in 
the  wiiv  of  an  official  estimate  that  we  have  as  to  what  fraud  is  in  that 
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pmgraiii.  Of  course,  if  there's  one-inilUoDth  of  1  percent  that's  too 
murli.  We  know  there  shouldn't  be  any  fraud. 

Senator  Dole.  If  the  Senator  would  yield  for  a  second. 

SrnatorMcGovERN.  Tes,  I'lljield. 

Senator  Dole.  I  think  there  will  be  a  GAO  study  coming  out  soon 
^^■llich  I'm  not  suggesting  is  fraud  but  it's  going  to  show  that  in  16 
Stales  more  than  20  percent  of  the  recipients  were  inehgible  on  the 
basis  of  the  information  in  their  file. 

Senator  McGovern.  Well,  I'll  be  surprised,  Senator  Dole,  if  .that's 
true  but  I'm  certainly  anxious  to  see  that. 

Senator  Dole,  I  don't  suggest  that  it's  based  on  fraud  but  clerical 
eiTors  and  inaccuracies  in  administration.  It  goes  back  to  the  question 
of  State  administration. 

Secretary  BuTZ.  Plus  one  more  thing.  I  think  it's  very,  very  difficult 
to  check  the  castouts  that  come  from  the  total  income  to  get  adjusted 
income.  And  you  almost  have  to  take  the  statement  of  the  applicants 
themselves  on  that. 

Senator  McGovern.  Even  if  you  take  the  highest  estimates  that 
I've  seen  of  the  number  of  people  who  fraudulently  participate,  it  is 
considerably  less  tlian  the  number  of  people  who  qualify  who  don't 
participate. 

SecretarjBuTZ.  That's  right. 

Senator  McGoveen.  Just  a  couple  of  questions  now  on  this  live- 
stock matter,  Mr.  Secretarv.  I  had  though  maybe  a  vear  ago  that  we 
were  going  tlirough  kind  of  a  1-year  crisis  in  livestocK  but  it  seems  to 
me  it's  a  matter  that's  going  to  be  with  us  for  another  year — maybe 
2  years. 

Alcanwlule,  every  one  of  us  around  this  table — and  I  know  you  are 
aware  of  tliis — knows  that  there  are  thousands  of  producers,  men  and 
women,  who  have  given  their  lives  to  the  hvestock  business,  who  are 
going  broke.  If  we  can't  find  some  way  to  deal  with  that  situation 
verj-  quickly,  lai^e  numbers  of  people  are  going  to  go  into  bank- 
ruptcy—are going  to  bo  driven  out  of  business— livestock  producers, 
livestock  feeders,  farmers,  large,  small,  and  in  the  middle.  And  I 
wonder  what  the  Department  feels  are  some  immediate  steps  that  we 
could  take  to  remedy  that  situation. 

Secretary  Butz.  Welt,  I  think  we've  done  two  or  three  things, 
This  committee  itself  took  the  initiative  in  the  emei^ency  hvestock 
loan  that  they  passed  a  year  ago  where  they  were  authorized  up  to  $2 
billion  of  loans.  Frankly,  not  many  livestock  producers  have  taken 
advantage  of  that. 

Senator  McGovern.  Do  you  know  why  they  haven't?  Have  the 
banks  been  so  tough  that  it's  been— — 

Secretary  Butz.  It's  one  of  the  things  that's  hard  to  understand.  I 
tliink  in  some  cases  banks  have  met  their  credit  needs;  in  other  cases 
they  haven't,  and  these  loans  have  to  be  initiated  by  a  lending  agency, 
a  bank,  a  PCA  and  whatever  it  might  be  and  they  have  to  participate 
up  to  10  percent.  I  tliink  in  some  cases  they  felt  it  was  not  a  viable 
thing  and  that  to  extend  credit  would  be  just  to  extend  the  misery. 

Ue've  had,  at  the  present  time,  something  less  than  $200  million 
of  those  loans  that  have  been  extended  from  the  $2  billion  authoriza- 
tion and,  frankly,  I  don't  know  whj'  we  haven't  had  more  use  of  it. 
We  have  simply  got  to  make  some  adjustments  in  cattle  numbers. 
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We  had  ft  buildup  in  cattle  numbers  in  1973  of  approximately  G  mHlkto 
head  of  cattle.  In  1974,  this  buildup  slowed  down.  We  had  a  buildup 
in  1974  of  about  4  million — between  'i  and  4  million  head  of  cattle.  I 
tliink  we  won't  actuallj-  liquidate  our  herds.  We  are  ^ing  to  go 
through  a  year  of  fairly  stable  numbers,  which  means  we  increase  the 
marketings  of  female  stock,  primarily,  to  do  that.  This  year  we're 
going  to  eat  approximately  6  or  7  more  pounds  of  beef  per  person 
than  last  year's  record  of  1 17  pounds.  I  think,  frankly,  the  fact  that 
we  had  this  bad  crop  year  in  feed  grains  in  1974  may  ease  us  through 
this  adjustment  in  cattle  numbers  more  than  if  we  hadn't  had  the  bad 
year  because  it  means  that  we're  going  to  market  lighter-wei|:ht 
animals.  Last  year  ttie  starter  weight  of  ammals  had  droppred  maiindly 
and  I  think  we're  going  to  make  this  number  adjustment  \rithout  a 
corresponding  impact  on  total  tonnage  and  I  think  this  is  going  to 
come  at  the  same  time  that  pork  and  poultry  marketings  are  down. 
I  think  we  may  have  a  shorter,  normal  liquidation  period  this  cycle 
than  we  normally  have.  In  the  meantime,  it  will  be  tou^. 

Senator  McGovkrn.  Well,  Mr.  Secretary,  at  a  time  when  we're 
trying  to  find  ways  to  stabilize  the  economy  and  to  shore  it  up  when 
it's  in  trouble,  what  would  you  think  of  the  possibility  of  a  direct  pur- 
chase program  of  some  size?  I'm  not  talking  about  tlie  small  purchase 
that  was  made  for  the  school  lunch  program  last  year,  but,  if;  in  fact, 
this  surplus  is  a  temporary  problem,  why  wouldn't  it  make  sense  for 
the  Government  to  move  in  with  a  buying^  program  from  the  pro- 
ducers, and  process  and  can  that  meat?  It  «tII  hold  for  some  pMiod  of 
time. 

We  could  gradually  work  it  into  our  school  lunch,  our  food  assistance 
iwograins;  mayfw  some  of  it  overseas  where  they  have  protein  short- 
ages. 1  know  that's  not  the  most  efficient  way  to  move  food  to  hungry 
people  but  it's  what  we  have  in  surplus  now.  And  my  feeling  is  that  a 
lot  of  that  money  that  it  would  cost — it  might  be  a  $1  biuion  or  $2 
billion  program— a  lot  of  that  would  come  back  to  the  Government 
in  the  form  of  increased  revenues  fi-om  people  who  otherwise  are  goii^ 
to  be  so  poor  they  don't  pay  any  taxes. 

Secretary  Butz.  That  proposal  has  been  made.  The  proposal  of 
using  caimed  beef  for  foreign  food  relief,  as  you  say,  is  not  noariv  as 
efficient  as  using  food  grains.  Many  of  the  people  on  food  relief  are 
not  meat-eating  people.  If  you  trj'  to  move  this  into  Bansilsdesh  or 
India,  you'd  get  into  trouble  immediately,  as  you  know  ana  in  North 
Africa  the  proposal  has  been  made.  The  econiMnics  of  it  simply  don't 
work  out. 

Senator  MoGovbrn,  But  the  economics  of  letting  all  these  livestock 
people  go  broke  doesn't  WOT-k  out  very  well,  either,  and  it  seems  to 
me  this  is  one  thing  the  Department  ought  to  take  a  very  careful 
look  at.  I  have  a  bill  along  that  line  that  has  been  introduced,  that 
you  may  be  familiar  with,  Mr.  Secretary,  and  a  nmnber  of  other 
Senators  have  joined  in  cosponsoring  that  but  it  is  one  way  to  deal 
wild  tliia  problem. 

Just  one  other  question  on  the  livestock  matter.  What  is  the  situa- 
tion on  the  Department's  proposal  or  its  "feeler"  here  a  while  back 
to  change  the  grading  on  oeef  so  that  it  would  require  less  com  in 
order  to  qualify  for  the  top  grade? 
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Secretary  BuTZ.  Yes;  we  made  that  proposal  Bome  months  back, 
had  public  hearings  on  it,  accepted  comments.  They  went  bar^  agaja 
for  study  in  the  Department  and  I  understand  just  before  coming  up 
tbiough  channels  now  and  I  expect  it  any  time.  The  beef  producers, 
in  the  main,  recommended  and  backed  the  very  thing  you  made  and 
that  is  a  revision  of  the  standards  which  1  thiiuc  we  need  to  place  a 
little  less  emphasis  on  overfat  beef.  I  think  we've  made  our  beef  too 
fat.  The  consumer's  representatives,  in  the  main,  disapprove  of  Utat 
reconamendation  feeling  that  they  were  downgrading  our  standards 
and  trying  to  pass  some  grass  beef  oS  on  them  as  fea  beef. 

Senator  McGovern,  I  don't  think  the  consumer  ^xiups  maybe 
have  been  fuHy  advised  that  it  would  be  heaithier  for  us  to  eat  oeef 
that  was  a  little  less  fat  than  some  of  the  beef  we  now  stamp  as  choice. 
If  we  could  cut  out  even  a  couple  of  months  d  that  com  leediog — - 

Secretarj'  Butz.  I  agree  with  you. 

Senator  McGovern  (continumg].  We  would  save  highniriced  com 
and  we  would  probably  produce  a  better  grade  of  beef.  It  would  be 
in  the  consumer  interest. 

Secretary  Butz.  I  ^ree  with  tha^. 

Senator  McGovern.  I  think  we  could  have  just  as  good  beef  by 
trimming  three-eighths  of  an  inch  fat  (^  the  roasts  than  three-quartwa 
of  an  inch. 

One  more  question,  then  I'll  yield  to  the  other  Senators. 

Wliat  about  the  possibility  of  a  temporaiy  price  Soor  under  live- 
stock prices?  One  of  the  witiiesses — I  think  it  was  the  MidoontiOiNit 
Farmers  Aet^ociaticm — testified  in  favor  <^  some  kind  of  a  floor  under 
livestock  prices. 

Secretary  Butz.  The  practical  difl&culty,  as  you  well  know,  is  you're 
deaiing  with  a  highly  p^ishable  product  unlike  grains.  If  you  acquire 
it  with  a  price  floor,  you  con  store  it.  In  the  case  <^  beef,  somebody 
said  you  either  sell  it  or  you  smell  it.  With  a  highly  pefishabie  product 
like  that,  what  do  you  do  with  it? 

The  Chairman.  Senator  Young. 

Senator  Young.  Just  one  thing.  Secretary  Butz,  maybe  I  misuoder- 
stood  }-ou.  I  thought  you  said  Public  Law  4S0  was  established  only 
to  get  rid  of  surpluses. 

Secretary  Butz.  This  was  the  primary  philosophy  back  of  it  in 
1954  when  it  passed,  yes,  sir.  I  had  just  come  aboard  then  as  Assistant 
Secretarj'  of  Agriculture — just  6  weeks  aftra-  the  act  was  passed — ^and 
the  primary  purpose  was  to  dispose  of  surpluses.  The  purpose  has  now 
chained. 

Senator  Young.  Well,  I  happaied  to  cospoosor  that  le^slation 
wiUi  Senator  Schoeppel  and  we  tutd  other  reasons — iBainly  hutnanitarian 
and  famine  relief — when  we  had  Secretary  BeosiHi  help  writ«  it  to 
have  food  distributed  by  church  organiKati<Hi8  and  Care.  I  hate  to  have 
that  impression  left  that  it  was  just  to  get  rid  of  surpluses. 

Secretary  Bute.  I  stMid  correctod. 

The  Chairman.  Senator  Humphrey. 

Senator  Humphrey.  I  just  noted  the  same  thing.  Senator  Young. 
Ijet  me  just  say  that  I  joined  with  you  and  of  course,  Senator  Schoeppel 
«s  the  sponsors  of  this  legielatioD. 

Its  genets  was  from  two  previous  acts.  Around  1051  we  provided 
4  milhon  tons  of  food  aid  to  India.  I  was  author  of  that  bill,  Mr.  Secre- 


cy GoOglc 


1114 

tary.  In  the  Mutual  Assistance  Act  of  1953,  we  added  a  provision  to 
put  $250  million  worth  of  ^ain  in  the  mutuul  assistance  program 
instead  of  dollars  an  a  part  of  the  foreiffli  assistance  pro-am. 

And  one  of  the  main  reasons  for  Public  Law  480  was  that  we 
recognized  that  we  had  a  valuable  commodity  called  food  which  could 
be  used  instead  of  dollars  as  part  of  our  economic  development  and 
foreign  assistance  program.  I  just  want  to  make  sure  that  we  don't 
cheapen  this  program. 

Senator  Youkg.  As  I  recall,  former  President  Hoover's  idea  of 
foreign  assistance  was  only  to  give  food  and  not  dollars  and  he  wasn't 
too  far  wrong. 

Senator  Humphrey.  Exactly  right.  In  1966  we  provided  food  aid 
to  the  people  of  India.  We  avoided  a  mass  famine,  i  ou  will  remember 
Secretary  Freeman  came  up  here  at  that  time.  I  want  to  get  back  to 
what  Senator  Dole  said  here  a  moment  ago,  and  I  find  myself  on  many 
occasions  in  agreement  with  this  man.  On  other  occasions,  he  pray* 
for  me  and  I  ])ray  for  him,  but  the  real  problem  is  what  kind  of  a  farm 
program  arc  you  going  to  get  here.  I've  said  earlier  why  I  feel  that  the 
Food  Stamp  Program,  Public  Law  480  and  others  ought  to  be  in 
our  farm  program.  It  gives  us  a  more  coordinated  program,  and  it 
p.ves  us  greater  support  for  what  we  seek  to  do  here.  But  the  problem 
19  income — not  pnce,  but  income.  What  kind  of  net  income  does  a 
farmer  make? 

Mr.  Secretary,  I  believe  you  agreed  with  Senator  Dole,  when  he 
read  to  j'ou  what  are  the  target  price  schedules  today. 

You  have  cost  of  production  figures  on  what  we  call  variable  costs 
and  then  with  lami;  is  that  right? 

Secretary  Bttz.  Yes,  sir. 

Senator  Humphrey.  The  variable  cost  for  com,  was  how  much? 

Secretary  BuTz.  The  variable  cost  for  com  in  Indiana  was  $1.12. 

Senator  Humphrey.  And 

Secretary  Butz.  No,  I'm  soitj'.  The  variable  cost  was  81  cents 
and  then  you  put  machinery  depreciation  and  general  farm  overhead, 
so  that  you're 

Senator  Humphrey.  Exclusive  of  land  and  management? 

Secretary  BtJTZ.  That's  correct. 

Senator  Humphrey.  $!.12? 

Secretary  Butz.  Exclusive  of  land  and  management,  it  was  $1.12. 

Senator  Humphrey.  Wheat  was  $1.54? 

Secretary  Butz.  Yes,  sir. 

Senator HuMPHHEY.  And   cotton  was  40.8   cents;  is   that  right? 

Secretary  Butz.  41  cents,  cotton. 

Senator  Humphrey.  Now,  what  are  the  current  tat^t-price  levels 
for  these  respective  commodities? 

Secretary  Butz.  The  current  price — tai^et  price  for  com  is  $1.38; 
for  wheat  it's  $2.05;  and  for  cotton  it's  38  cents. 

Senator  Humphrey.  I  understand  that  your  statement — and  I 
read  it^s  the  statement  of  the  policy  of  the  administration.  Is 
that  (M)rrect? 

Secretary  Butz.  Yes,  sir. 

Senator  Humphrey.  This,  obviously,  speaks  for  the  President,  as 
well  as  the  Office  of  Management  and  Budget  and  the  Secretary  of 
Agriculture? 

Secretary  Butz.  That  is  correct. 
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Senator  Humphrey.  This  administration  is  adamantly  opposed  to 
disruptive  modifications  in  the  present  agricultural  policy,  which 
would  rescind  the  decisionmaking  freedom  restored  to  farmers  by  the 
Agricultural  Act  of  1970  and  strengthened  by  the  Agriculture  and 
Consumer  Protection  Act  of  1973. 

Specifically,  this  administration  opposes  amendments  to  the  present 
target  price  and  loan  levels  of  the  Agriculture  and  Consumer  Protec- 
tion Act  of  1973. 

Mr.  Secretary',  it  is  the  general  body  of  testimony  before  this 
committee  that  the  current  target  prices  and  loan  levels — I  believe, 
without  exception  of  any  witness— now,  I  can  be  corrected  on  that, 
but  the  overwhelming  majority  of  witnesses  from  every  farm  group 
in  America  and  others — bankers  included — say  that  the  present  target 

f)rice3  and  loau  levels  are  totally  inadquate.  Now,  what  can  we  expect 
rom  the  Department? 

We  know  we're  going  to  have  to  write  a  bill,  and  we're  going  to  run 
into  a  stone  wall  at  the  administration  level.  Well,  then,  it's  just  an 
abortive  exercise.  That's  really  just  what  it  boils  down  to  because 
I'm  a  realist  about  politics,  and  there  is  no  two-thirds  vote  in  this 
Congress  to  override  a  Presidential  veto  on  a  farm  bill.  At  least  I 
doubt  it  unless  things  have  changed  amazingly  in  the  last  25  years. 
I  haven't  seen  that  yet. 

And,  in  the  meantime,  farm  income  is  going  down  while  farm  costs 
are  going  up.  And  there's  no  argument  about  this  They  have  gone  up, 
and  for  whatever  reason  they  are  going  up.  How  can  we  have  any 
hope  for  our  American  agriculture  when  people  come  in  here  and 
testify  that  it  costs  them  more  per  bushel  to  produce  wheat  than 
any  target  price  or  loan  level  will  provide. 

Secretary  Butz.  Senator,  I  think  your  question — and  I  think  the 
testimony  of  many  of  the  witnesses  who  have  preceded  me — missed 
the  very  point  that  I  am  trying  to  make — that  we  don't  want  to  get 
into  the  situation  where  we  produce  for  a  target  price.  We  don't 
want  to  get  into  the  situation  where  we  produce  for  a  loan  price.  We 
want  to  produce  for  a  viable  market  price  high  enough  to  leave  some 
profit  in  tliis  operation. 

Senator  HnMPHitEY.  I  understand  that.  Now  I  understand  this 
whole  price  theory.  Mr.  Benson  told  us — and  you  were  with  him — 
that  if  yon  keep  those  prices  the  farmers  will  not  produce  as  much. 
That's  a  bunch  of  hogwash.  Farmers  produce  even  more  when  prices 
go  down,  because  they  are  desperately  trying  somehow  or  other  to 
stay  alive.  And  that's  true  in  North  Dakota,  Kansas,  Minnesota, 
South  Dakota,  Vermont,  or  wherever  you  go.  They  just  have  to  pro- 
duce more. 

Now  we  also  know  that  when  prices  go  up,  farmers  tend  to  como 
into  the  market.  But,  when  prices  go  down,  it  does  exactly  the  same 
thing.  And  that's  why  we've  got  surplus,  after  surplus,  after  surplus. 

Now  look  here.  Y"our  testimony  says  that,  had  you  had  a  ^od 
bumper  crop  last  vear  that  there  would  have  been  an  appreciable 
lowering  of  prices,  llight? 

You  testified  to  that  today. 

Secretary'  Butz.  That's  quite  right.  It  would  have  been  lower. 

Senator  IIumphrbt.  All  right.  What  happens  next  year,  if  you  get 
6%  bushels  of  com,  Mr.  Secretary? 

Secretary  Butz.  All  right.  I  hope  we  get  six  and  a  half. 
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Senator  Humphhet.  And  let's  sav  that  you  get  2.2  billion  bushels 
■of  wheat  next  year.  What  do  you  think  is  going  to  happen  to  prices? 

Secretary  Butz,  Well,  at  the  risk  of  being  a  capitalist,  I  pull  out  liie 
Wall  Street  Journal  of  yesterd^'s  market.  And  I  look  at  the  best 
market  judgment  on  the  price  of  crops,  knowing  that  we  are  heading 
for  a  wheat  crop  of  2.1  or  maybe  even  2.2. 

Senator  Humphrey.  Go  right  ahead.  I'm  ready  for  you. 

Secretary-  Bute.  I  can  see  it.  You  can  sell  July  wheat — ^yesterday  you 
could  sell  July  wheat  for  19  cents  under  March  wheat.  Now  I  know 
there  are  geographical  differences. 

Senator  Humphrey.  Now  what  is  March  wheat? 

Secretary  Butz.  March  wheat  yesterday  closed  at  $3.84. 

Senator  HuMPHRBT.  That's  19  cents  below  $3.84. 

Secretarv  Butz.  No,  no.  That's  March  wheat.  July  wheat  closed  at 
$3.65  in  Cnicago. 

Senator  Humphrey.  $3.65. 

Secretary  Butz.  Now  let  me  take  Kansas  City  here.  It's  more  out 
in  the  wheat  country.  July  wheat  there  was  S3. 75  yesterday. 

Now  then,  I  think  the  market  anticipates  a  crop  of  this  magnitude. 
We  had  6  percent  more  winter  wheat  acreage  than  last  year.  And 
winter  wheat,  in  the  main,  is  in  good  shape  right  now.  There  are  some 
drv  spots.  But,  in  the  main,  it's  in  good  shape. 

farmers'  indications  for  spring  wheat  are  a  modest  increase  in 
acreage — I  forgot  what  it  is. 

So  I  tliink  the  market  thinks  we  are  heading  for  a  crop  of  2.1  to  2.2 
billion  bushels.  Are  we  going  to  sell  it? 

They  think  so.  We  think  so.  I  think  we  need  some  more  reserve 
accumulfitions.  You  and  I  both  agree  that  our  reserves  are  too  low. 
Tliey  are  dangerously  low. 

We  came  out  of  last  year  with  a  carryout  of  estimated  247  million 
bushels.  Currently  our  people  predict  a  crop  next  year  of  a  little  less 
than  that,  of  250 — in  that  magnitude — I  think  it  may  be  a  little  above 
that.  But  it's  still  inadequate. 

The  world  needs  increased  reserves  here.  I  hope  we  meet  that. 

Now  what  about  a  com  crop?  The  com  is  not  in  the  ground  yet. 

Senator  Humphrey.  Now  let  me  just  ipterrupt  there,  Mr.  Secretaiy. 
I  remember  a  year  ago  at  about  this  time  that  those  same  future 
trading  statistics  were  appreciably  higher.  They  gave  a  very  high 
level  of  future  prices. 

And  those  figures  change  every  day. 

Secietary  Butz.  But  I'm  talking  now  about  the  relationship  of 
new  crop  wheat  to  old  crop  wheat. 

Senator  Humphrey.  I  imderstand  that's  what  futures  are  all  about. 

Secretary  Butz.  And  that's  been  pretty  constant  for  a  while  here. 

Senator  Humphrey.  But  the  future  market  this  time  last  year, 
relating  to  future  purchases,  was  way  up  as  to  what  the  actual  price 
turned  out  to  be. 

But  again  what  we  need  to  talk  about  here  is  going  back  to  what 
Senator  Dole  mentioned.  What's  going  to  happen  to  farm  prices,  and 
wliat  kind  of  a  safety  net  do  you  have.  When  you  say  tnat  you're 
opposed  to  any  increase  in  target  prices,  and  you're  opposed  to  an 
increase  in  loan  levels,  I  think  we're  just  heading  for  trouble. 
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On  the  one  hand,  you're  asking  the  farmer  for  all-out  production. 
And  I  think  that  that's  a  reasonable  request  on  the  part  of  the  Govern- 
ment. But,  if  the  Government  is  going  to  ask  for  aJi-out  production, 
knowing  the  variables  in  the  market,  knowing  that  other  countriea 
are  hard  pressed  for  currency  and  knowing  that  your  food  exports 
may  not  be  as  much  as  they  were  the  previous  year  because  there  is  a 
worldwide  recession.  Then  why,  in  the  name  of  commonsense,  doesn't 
the  Department  give  us  some  assurauce  here  that  they  at  least  will 
be  willing  to  accept  a  better  loan  price,  because  the  loan  price  is 
based  on  collateral. 

If  you  are  sure  that  market  prices  are  going  to  be  so  good, 
Mr.  Secretary,  then  why  are  you  worried  about  having  a  better  loan 
price?  I  don't  understand  the  reason,  I  think  you've  got  real  doubt.") 
as  to  your  own  judgments,  because,  if  you're  worried  about  raising 
the  loan  prices,  it  must  mean  that  you  think  that  market  prices  are 
going  down.  But,  it  you  believe  that  market  prices  are  going  to  be  up, 
then  you  ought  not  to  worry  about  raising  the  loan  level.  And  you 
ought  not  to  worry  about  a  modest  increase  in  the  target  price, 

1  just  think,  Mr.  Chairman,  that,  if  we're  going  to  write  a  bill 
here,  we've  got  to  have  some  cooperation  and  we've  got  to  have  a 
pleader  in  the  administration  for  better  target  prices,  and  not  just  a 
minor  change. 

It  hasn't  been  a  small  change  when  it  comes  to  operating  costs  or 
production  costs. 

We've  got  to  have  someone  here  that  doesn't  just  tell  us  that  they 
moved  into  the  market  and  the  market  system  has  worked;  I'll 
tell  you  why  the  maritet  system  has  worked,  Mr.  Secretary^ — bad 
weather  and  vou  know  it. 

Secretary  fiuTZ.  That's  been  part  of  it  but  we  had  a  record  wheat 
crop  last  year,  Senator  Humphrey. 

Senator  Humphrey.  I  know  we  had  a  record  wheat  crop  last  year 
but  before  that,  we  had  depleted  reserves  and  country  after  country 
bought  up  these  reserves. 

We've  had  bad  weather  worldwide  and  I  don't  think  we  ought  to 
go  around  kidding  the  American  people  that  somehow  or  other  there 
IS  a  miraculous  system  working  here,  when  we  work  in  the  free  market 
and  most  of  the  world  works  under  controls.  I  feel  that  we've  got  to 
give  our  farmers  some  assurance.  Commodities  for  the  Food  Stamp 
and  Public  Law  480  Programs  won't  be  available  unless  we've  got 
some  kind  of  program  that  can  give  our  farmers  some  reasonable 
a.ssurance,  some  minimum  wage,  if  you  please,  for  their  production. 

Seoretitry  BuTZ.  The  time  has  exjHred  but  they  must  have  had  it 
this  year,  for  they  responded  beautifully  to  production  this  year,  so 
beautifully  that  you,  yourself,  are  woixied  about  having  too  much. 
So  that  farmers  are  responding  to  this. 

Senator  Humphkey.  They  responded  to  this  because  of  our  very, 
very  high  prices  last  year.  But,  let  me  tell  you,  if  your  price  estimates 
are  accurate  for  next  year  and  we  get  a  Bumper  com  crop  with  hog 
numbers  down,  then  we  are  going  to  have  trouble  in  the  com  belt. 
We're  interested  in  farm  income  here  and  if  farm  income  goes  down, 
Mr.  Chainnan,  it  effects  Uiis  $440  billion  agri-business  sector  and 
the  entire  economv. 
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The  CiiAiRMAx.  Do  any  of  the  Senators  have  questions  o£  the 
Secretary? 

Senator  Dole.  I  just  want  to  make  one  statement  because  the 
Secrctar}''s  written  statement  does  say,  Senator  Humphrev,  that  they 
would  be  opposed  to  amendments  to  the  present  target  pnce  and  loan 
levels  of  the  Agriculture  and  Consumer  Protection  Act  of  1973,  whidi 
would  artifical^  stimulate  production  and  figaiii  lead  to  GovemmeDt 
ownership 

Senator  Humfhbet.  That's  like  Father,  Son,  and  the  Holy  Ghost, 
coming  along  with  that.  I  mean,  I  don't  mean  to  be  irreli^ous  at  all 
and  I  say  that  most  respectfully,  but  that's  just  part  of  the  routine. 

Senator  Dole.  That's  the  boiler  plate  that  they've  been  using  for 
yeui-s. 

Senator  Humphrey.  I  know  both  administrations  have  been  u^ng 
it. 

The  Chairm.\n.  Any  other  questions  of  the  Secretary? 

Senator  Young.  Mr.  Secretary,  what  was  the  figure  you  gave  as  the 
increase  in  food  prices  to  consumers  in  the  coming  months? 

Secretary  Burz.  The  increased  price  of  food,  at  retail,  to  consumers, 
the  first  quarter  of  this  year- — the  period  we  are  in  right  now — it 
may  increa.sc  by  2  percent.  Earlier  we  had  predicted  it  might  be  3 
percent  or  3K  percent.  In  the  second  quarter,  April,  May,  and  June, 
it  may  be  another  2  percent  or  if  inflation  contiimes  to  cool,  it  may 
not  be  that  much.  In  the  last  half  of  the  year,  again,  depending  on  the 
course  of  inflation,  and  production,  it  could  level  off  or  even  decline  a 
bit. 

Senator  Young.  The  main  reason  I  asked  you  that  question  was 
that  these  were  the  three  staple  foods  when  I  grew  up — bread,  potatoes, 
and  meat — wheat  prices  are  down  about  30  percent.  Potatoes  are 
only  about  a  third  of  wliat  they  were  a  year  ago  and  beef  prices  are 
only  about  a  half  of  what  they  were  a  year  ago. 

I  think  you  have  a  good  answer  for  food  prices  staying  the  same.  I'd 
like  to  have  your  answer,  though,  &a  to  why. 

Secretary  BuTZ.  I'm  glad  you  pointed  that  out.  I  onlv  hear  com- 

flaints  about  the  price  of  sugar  going  up  or  something  that  goes  up. 
don't  hear  about  potatoes  being  half  of  what  they  were  a  year  ago. 
I  don't  hear  about  the  price  of  beef  being  down.  It's  do\m  at  uie 
retail  level. 

You  pick  up  toniglit's  paper,  you've  got  specials  on  beef  all  over 
the  page.  [  don't  liear  about  the  price  of  rice  being  down  and  you 
pointed  out  the  staples.  I  don't  hear  about  the  jarice  of  wheat  being 
down;  the  price  of  wheat  came  down.  The  price  of  bread  didn't 
come  down  primarily  because  it's  made  up  of  labor.  The  price  of 
food  in  the  restaurants  don't  come  down;  you  go  to  a  good  restam'ant 
in  this  town  tonight  and,  if  you're  luckv,  you'll  get  a  pretty  good  meal 
for  $6.  If  they  put  an  empty  plate  in  front  of  you,  it  would  be  $4.50 
and  we  call  it'food. 

Senator  Humphrey.  Could  I  just  ask  a  question? 

Mr.  Secretary,  this  is  on  our  disaster  rehef  program.  The  Governor 
of  our  State  called  to  my  attention  yesterday — I  want  to  make  sure 
I'm  correct  about  it — that  57  counties  in  Minnesota  were  requested 
b^-  Governor  Anderson  to  be  designated  to  be  disaster  areas.  Forty- 
tfiree  have  been  ao  designated;  or  fourteen,  no  action  has  been  taken 
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jind  there's  a  very,  very  slow  response  in  the  loans.  Now,  you  know 
that  those  loans  are  very  important  for  the  spring  planting. 

Can  you  give  us  any  report  on  that? 

Secretar>-  Butz.  Yes,  this  is  a  matter  of  major  concern  to  us.  Our 
Farmers  Home  Administration  loans — the  so-called  "emergency 
loans" — have  been  going  out  at  a  more  rapid  rate  than  last  year, 
partly  because  of  disaster,  partly  because  of  the  agricultural  suppliers 
not  carrying  the  producer  m  fertilizer  and  seeds,  like  they  did  a  year 
ago.  They've  got  to  borrow  for  it. 

Senator  Humphrey.  Eight. 

Secretary  Butz.  At  the  present  time,  we  are  up  against  the  necessity 
for  an  increased  authorization  for  that.  It's  in  the  process. 

Senator  Humphrey.  But,  the  loan  money  has  run  short;  is  that 
correct? 

Secretary  Butz.  Yes,  that  is  correct.  That  is  correct. 

Senator  Humphrey.  I'm  sure  the  Chairman  would  like  to  discuss 
that. 

The  Chairman.  As  a  matter  of  fact,  we  have  made  a  survey — I 
believe  the  staff  has  through  the  Farmer's  Home  Administration  and 
the  report  is  that  wo  are  snort  $107  million.  ■      ■  ^  ■   >,       .  . 

Is  that  correct?  . 

Mr.  Knbbel.  Yes,  for  farm  operati^,,  '■■.-• 

Secretary  Butz.  Our  figure  is  $110  imlhon  but  that's  close  emnigh^ 

Secretary  Humphrey^  Is  that  disa.ster  relief  loans,  too? 

Mr.  Knebel.  No,  this  is  just  for  farm  operating  loans.  r 

Senator  Humphrey.  What  about  the  disaster  relief? 

Tiie  Chairman.  What  is  the  total  of  that?  I}o  you  have  it? 

We  have  requested  the  Chairman  of  the  Agricultural  Appropria- 
tions Committee — Senator  McGee  to  include  that  in  early  supple- 
mental  

Secretary'  Butz.  It's  in  press. 

The  Chairman.  What  is  the  House  doing  on  that?  Does  the  staff 
know? 

Secretaiy  Butz,  We  don't  know  what  the  House  is  doing  but 
Senator  McGee  has  been  alerted  and  I've  written  him  on  behalf  of 
this  committee. 

Senator  McGovern.  Mr,  Secretary,  wliile  we  are  talking  about 
this  FHA  matter,  we  had  some  testimony  a  few  days  ago  in  the  field 
that  the  FHA  people  are  running  out  of  travel  money  to  go  out  and 
check  on  these  loan  applicants. 

Is  there  some  contingency  fund  that  could  help  them  out,  Mr.  Secre- 
tary, to  Lake  care  of  tiiat  situation? 

Secretary  Butz.  In  the  field,  or  in  this  rather  unusual  situation,  the 
FHA  in  many  cases,  is  overloaded  and  there  is  a  backlog  because  of 
overloadii^  of  personnel.  I  think  the  shortage  of  travel  money  comes 
■when  we  arc  going  to  have  to  move  somebody  150  miles  from  a  place 
where  they  don't  have  an  overload  to  over  here.  And  you  run  into 
per  diem  and  travel  and  it  eats  it  up  pretty  fast.  There's  another 
alternative  here.  In  many  of  these  cases,  the  ASCS  personnel  are 
luider  orders  because  the  farm  program  is  down.  We  made  some  shifts 
in  perj^onnel.  You've  got  someproblein  in  qualiRcation  of  an  ASCS 
man  to  be  a  farm-loan  man.  We  can  handle  that.  Frankly,  the  real 
problem  is  gettii^  some  of  these  local  ASCS  managers  to  admit  that 
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they've  got  surplus  persomiel  that  they  can  lend  In  the  emei^ncy. 
So,  then,  you  could  say  you've  got  surplus  personnel  in  a  non^ 
emergency  situation  and  you  understand  the  problem  here. 

Senator  Hdmphret.  lew  do  have  transferability  authori^;  is  that 
correct? 

Secretaiy  Ben.  Yea,  I  ttmik  we  do. 

Mr.  Knbbel.  The  ^estion  is,  with  respect  to  the  ASCS  em- 
ployees— they  ore  not  ervil  service  and  tbey  can't  be  supervised  and 
we  plan  to  resolve  that  right  now. 

Secretary  Butz.  I  guess  we  don't  have  the  outiiority.  One  is  civii 
service  and  the  other  sn't  and  it  [Kses  a  bit  of  a  pioblein  bnt  we  can 
detail  up  to  120  days  and  we're  doing  that. 

The-CEALBMAN.  Mr.  Secretary,  you  have  been  very  patient  and  very 
articulate  and  we  appreciate  very  much  your  appearance  befor«  oa. 

Secretary  Bcrz.  Thank  you  very  much.  We're  going  to  keep  the 
peaant  industry  healthy. 

The  Chairman.  If  you  will  respond  to  this  committee  and  give  us 
your  ickas  on  whafe  you  want  to  do,  we'll  give  you  some  ideas  and 
we'll  be  grateful. 

Senator  Htjmphkby.  I'd  like  to  say  to  my  neighbor,  that  even  when 
thims  are  rough,  his  sense  of  humor  makes  him  feel  good  even  when 
the  tacts  don't  support  it.  I  just  waat  to  say,  he  defers  bamself  well. 
.    Tk«  Chubman.  Yea — extremdy. 

[The  fotlowing  qucstioni  were  submitted  by  Senator  Stone  Go  Secre- 
tary Butz  aad  Qm  answers  thereto:] 

Quettian.  It  is  my  understanding  that  Israel,  wWch-  has  received  tbe  benefits 
under  the  Publto  Law  480  pFognuti  for  the  past  1 9  yean,  did  not  reeeive  benefits 
*A  aU  during  c^endair  year  1974.  la  this  true?  (FleMe^nofee  that  I  am  referriog  to 
cutendar  year  1974^aot  fiscal  year  1974.) 

(o)  If  this  is  true,  why  is  that  the  case? 

(b)  If  thi.'S  is  not  true,  would  you  please  tell  rae  how  much  aid  Israel  dtd 
receive  under  Public  Law  480  during  calendar  year  1974  and  send  me  the 
exact  doeutnentation:  on  this  fignre. 
Answer.  In  calendar  year  1974,  Israel  received  a  small  shipment  of  vegetable 
oil  (1,020  MT  with  an  export  market  value  of  $546,000)  under  the  Public  Law  480, 
Title  E  progTiim.  hi  calendar  yeiir  1973,  S41.1  million  of  wheat/wheat  flour,  soy- 
bean oil,  tobacaq,  cum  and  grain  sorghums  were  supplied  to  Israel  under  t^ 
Public  Law  480,  Title  I  program. 

QuealuiH.  Assistant  i^ecretoty  of  Agriculture  Belt  testified  two  days  ago  that 
Public  Low  480  Khipnictita  to  Israel  have  fallen  precipitously  over  the  paat  two 
fiscal  years.  Will  you  please  give  me  the  rpnsoning  behind  this  decrease  in  Public 
...    ,      elf W^   -      -  -,.....,       


0  aid  to  Israeli  What  is  the  exact  amount  of  aid'  that  Israel  is  scheduled  ti 
receive  for  liscnl  year  197;")?  What  is  the  estimated  aid  Israel  ip  slated  to  receive 
in  fiHcai  year  1976?  Picase  give  me  the  same  tiKures  for  Egypt,  Syria  A  Jordan. 

Answer.  Public  Law  480,  Title  I  assistance  to  Israel  has  declined  during  the  past 
two  years  due,  in  part,  to  U.S.  coniniodity /supply  constraints  which  precluded 
the  programming  of  feed  grains  and  vegetable  oil  wHJch  are  two  of  the  principal 
commnditieii  requested  by  Isfael  under  the  Title  I  program,  and  to  an  increase  in 
other  U.a.  Government  assistance  to  Israel. 

Although  the  Public  Law  480,  Title  I  aEreemenU  with  Israel  provided  for  a 
calendar  year  supply  period,  nil  Puiilic  Law  480  budgeting  and  commodity 
aliociitions  are  made  on  a  fiscal  year  bnfiis. 

During  fi'ical  year  1974,  the  I'nited  States  supplied.  S2l).l  million  of  com, 

¥iun  sorghums,  tobacco,  vegeljible  oil  and  wheat/wheat  flour  to  Isrikel  under  the 
itle  I  program.  This  compares  with  $47. -i  million  of  commodities  provided  in 
fiscal  year  1973,  and  *i50:l  million  in  fiscal  year  1972,  The  most  recent  Title  I 
agreement,  which  waa  signed  with  the  Government  of  Israel  on  December  16, 
1974,  provides  fur  the  delivery  of  50,000  MT  of  wheat/wheat  flour  with  an  export 
market  value  of  S9.0  million  during  the  Januaxy-June  1073  period. 
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The  Public  Law  480,  Title  I  ftgreement  signed  on  November  27,  1974,  with 
the  Government  of  Jordan  providea  for  20,000  MT  of  wheat/wheat  flour  with, 
an  export  market  value  of  $3.6  millioa  for  supply  during  fiscal  year  1975.  For 
Syria,  a  Public  Law  480,  Title  I  agreement  was  signed  on  November  20,  1974, 
to  provide  75,000  MT  of  wheat/wheat  floar  and  33,000  MT  of  rioe  with  an  export 
maritet  value  of  $22.5  million  for  supply  during  fiscal  year  1975.  For  Ewpt, 
the  Public  Law  480,  Title  I  agn«ment  signed  on  June  7,  1974,  and  amended  on 
Novemlser  10,  1974,  provides  for  300,000  MT  of  wheat/wheat  flour  whh  an  eipoft 
market  value  of  $54  million  and  4,279  MT  uf  tobacco  with  a  v^ue  of  $10  million 
for  supply  during  fiscal  year  1975. 

Stnoe  fiscal  year  W7S  Public  Law  480  budgeting  and  commodity  aUocationa 
have  yet  to  be  reviewed,  we  are  unable  to  indicate  at  this  time  the  level  of  pro- 
gramming whioh  may  be  developed  for  Israel  and  other  Public  Law  480  recipient 
oountriea  in  fiscal  yeM-  1976. 

[The  prepared  statemeDt  of  Secretary'  Butz  follows:] 

Statembnt  of  Hon.  Earl  L.  Burs,  Sgcrbtabt  op  AaRicuLTURB,  U.S. 
Depahthknt  of  AoRiGuiyruBB 

Mr.  Chairman  and  Mcmb»B  of  the  Committee:  We  are  meeting  at  a  critical 
time  in  American  farm  policy  and  American  history. 

We  are  here  to  teat  our  confidence  in  the  American  Byatam  of  free  enterprise 
and  competitive  marketa  that  has  brought  to  this  Nation  the  greatest  affluence 
and  strength  the  world  has  ever  known. 

We  are  here  to  judge  whether  an  incentive  system  wiH  continue  to  give  us 
the  greatect  output  of  food  in  the  history  of  the  world. 

We  Are  liere  to  determioe  whether  tbe  collective  judgment  of  millions  of 
Americans  expressed  through  the  market  is  a  l>etter  guide  to  what  is  b«at  for 
them  than  a  few  men  deciduig  in  a  political  climate  wbat  is  beat  for  millions  of 
Americans. 

We  are  here  to  decide  whether  private  ownership  and  private  management 
of  our  agricultural  land  is  a  superior  system  to  that  of  governmental  determmation 
of  who  shall  plant,  how  much,  and  what  the  reward  oi  price  shall  be. 

We  are  in  a  new  era  in  which  we  must  look  ahead.  The  challenge  of  tomorrow 
is  whether  we  will  be  able  to  produce  enough  food  to  feed  a  rapidly  rising  popula- 
tion here  and  abroad.  The  problem  oven  today  is  whether  we  can  achieve  enough 
Eroduction  to  export  food,  not  only  to  serve  the  needs  of  hungry  foreign  mouths., 
ut  to  maintain  a  balance  of  payments  so  that  we  can  purchase  the  Importea' 
energy  and  minerals  that  are  essential  to  our  economic  way  of  life  and  to  our 
Nation.  The  desperate  demand  now  is  that  we  have  food  to  use  for  humanitarian 
rea.sons  to  stem  famine  abroad,  and  to  use  for  the  even  more  hum^iitarian  and 
urgent  reason  of  stemming  domestic  unrest,  nationalism,  and  military  con- 
flagration abroad. 

A  contented  United  Statos  cannot  live  unscathed  in  a  world  of  hunger  and 
famine.  Nor  can  the  United  States  live  unharmed  in  a  world  of  seething  unrest, 
unstable  governments,  and  foreign  wars.  Out  nation  cannot  muster  the  strength 
it  needs  for  the  days  ahead  if  its  agriculture  is  fettered. 

Those  who  might  think  that  Ainericon  agricultural  policy  cannot  be  all  that 
important  to  conditions  in  the  world  don't  imderstand  what  has  been  going  on. 
They  don't  understand  that  millions  of  people  in  the  world  cling  to  life  through 
the  productive  capacity  of  our  farmers.  Tnis  productive  capacity  enables  this 
Nation  to  be  generous  with  its  foreign  food  aid.  They  don't  understand  that  we 
used  food  from  our  farms  to  help  build  and  rebuild  many  of  the  world's  economies 
which  can  now  stand  on  their  own  two  feet.  They  don't  understand  that  food 

Sjimes  ftr.st  in  life — and  that  the  amount  of  our  resources  it  takes  to  get  our  food 
ctcrmineK  directly  and  piTsitively  how  much  there  will  be  left  to  buy  the  rest  of 
what  makes  this  life  important  and  afiluenC.  They  don't  understand  that  the 
positive  balance  uf  trade  in  U.S.  farm  products  is  critical  in  protecting  the  value 
of  the  dollar  and  is  vital  to  paying  for  critical  energy  and  mineral  supplies. 

Food  production — agriculture— -remains  the  largest,  and  perhaps  the  most 
important,  sector  of  tnis  Nation's  economy.  Therefore,  we  appreciate  the  op- 
portunity to  discuss  the  status  of  agriculture  and  to  provide  tlus  Department's 
view  on  those  items  being  considered  by  this  Committee. 

We  arc  now  operating  under  the  Agriculture  and  Consumer  Protection  Act  of 
1073,  one  of  the  most  successful  pieces  of  fwricultural  legislation  produced  under 
our  two-party  system  of  government.  It  is  doing  the  job  it  was  created  to  do  and 
is  doing  it  well. 
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'  It  completed  the  change  frcnn  tho  iong-filaudinK  nrgiitivc  policies  iif  ciirtnil- 
tnent  and  controls  for  wheat,  (eed  grain  and  cotton  prodiicera.  It  guve  farmers 
fn«d(>m  of  choice  to  meet  expanding  domeatic  and  worldwide  demand  for  Americim 
furm  commodities. 

With  the  Farm  Acts  of  1970  and  1973,  U.S.  farmers  are  better  al>]e  to  respoad 
ti>  the  changing  agricultural  aituatioti.  Farmers  arc  making  their  production 
decisions  bused  on  market  demands  rather  than  producing  for  g<ivcmment  price 
stipport  programs.  Farm  commodity  prices  have  increased  because  of  maricet 
conditiiin-s,  not  l^ecaimc  of  government  edict.  Recently  farm  prices  have  dropped 
fomewhat  from  record  levels,  and  there  is  now  a  demand  from  some  that  the 
govumtiicnt  again  step  in  and  attempt,  artificially,  to  stabilize  prices  at  higher 
level". 

Because  of  their  new  decision -ma  king  freedom,  farmers  are  now  able  t^  shift 
production  mure  quickly  and  flexibly  to  nieet  douu'stic  and  overseas  demand. 
Farm  exports  now  make  a  major  contribution  to  the  U.S.  balance  of  trade,  in 
contrast  to  a  moderate  level  of  exports  in  the  past.  The  U.S.  has  moved  from 
liroad  govomment  production  controls  to  minininl  or  no  controls,  and  from 
lieuvy  govornment  stocks  to  virtually  no  government-owned  agricultural  com- 
modities. As  a  result,  government  storage  costs  of  $1  million  a  day  have  I>ecn 
refluced  to  near  zero  (with  the  exception  of  dairy),  and  direct  payments  to  fanners 
have  dropped  from  a  peak  of  S.1.9  billion  a  year  to  $."»24  million  in  calendar  1974 — 
:i  decline  of  87%.  And  $I2ri  million  of  last  year's  outlays  was  tor  disaster  payraenls. 

Ijivst  year,  about  35  million  aerps  of  land  previously  withheld  from  production 
were  planted  to  crops.  In  1975,  as  in  1974,  no  acres  arc  lieing  held  out  of  production 
tM)causo  of  governmental  restrictions. 

A  record  wheat  crop  of  1.8  billion  bu.shcls  was  produced  in  1974.  With  normal 
weather,  we  could  probably  have  produced  one-third  of  a  billion  bushels  more. 
AVc  coidd  have  produced  nearly  a  quarter  of  a  billion  bushels  mote  soybeans — 
behind  only  1973'3  record  1.57  billion  bushels^and  l..')  billion  bushels  more 
corn,  rortunatcly,  or  unfortunately,  as  the  case  miiy  be,  weather  cannot  he 
legi-:lati'd;  but  we  can  ri-iiaonablv  ex|>ecl  that  crop  production  will  l>e  up  this  year 
arid  shotild  rciich  record  levels  if  weather  is  nonnal. 

Ill  11174  farmers  earned  an  estimated  527  billion  in  realized  net  farm  income, 
si-eoiid  only  to  a  record  $;i2.2  billion  in  1973.  Although  income  may  be  down 
some  this  year,  it  will  still  lie  weJl  alM)vc  the  level  of  the  previous  24  yeius,  which 
never  exceeded  .$17  billion,  with  the  single  exception  of  S17.5  billion  in  1972. 

l''arm  cxportii  have  incrciu«d  tn  value  from  $K  billion  in  1972  to  $21.3  billion 
in  1974,  and  we  are  estimating  exports  valued  at  more'  than  $22  billion  in  fiscal 
197.^.  Food  exports  under  Public  Law  480  came  to  around  a  billion  dollars  in  fiscal 
1974  and  will  be  about  *800  million  higher  in  ft^cal  197.>.  Exports  under  the  dona- 
tion program  aimed  at  emergency  foreign  relief  will  probablj-  be  about  60  percent 
higher  than  last  year. 

Freed  to  make'  their  own  i>laiiting  deci-^ion-;,  farmers  by  the  hundreds  <if  thou- 
sands have  turned  away  from  alii'tmeut  piiKerns  that  had  restrained  them  in 
the  past.  They  have  moved  swiftly  into  production  patterns  which  maxijniie 
emciency. 

The  Com  Belt  is  becoming  more  heavily  concentrated  in  its  highest  profit 
cnips— com  and  soybeans. 

Xorlhcru  llains  producers  have  gone  more  heavily  into  wheat  instead  of 
barley  and  iwits. 

Texas  producers  are  planting  more  sorshum  for  their  livestock  induslrj'  and 
for  export  demand. 

Cotton  produriion  has  l)egun  a  near  revolutionary  shift  toward  the  most  eflScient 
production  an';;-;  -  the  Mississippi  Delia,  California  and  the  High  Plains  and 
Iioliing  Plain--  of  Ti'Na.s.  There  is  no  denying  that  the  present  outlook  for  cotton  is 
far  from  ideid,  Bui  it  is  equally  undeniable  that  the  weak  demand  for  cotton  hi 
foreign  ;ind  domestic  markets  is  a  function  of  the  worldwide  economic  slowdown. 
The  I'hoici'  to  the  cimsuiner  l>eiw<t'n  food  and  coiton  is  clear-cut.  One  must  have 
fciod  to  survive.  Hul  the  use  of  cotton  is  optional,  al  least  in  the  short  run. 

This  is  where  the  vurlabilily  of  farm  produelioii,  made  possible  by  the  Agricul- 
ture and  ("onsiuiUT  Protection  Act  of  I!I73,  ronies  into  play.  In  many  traditional 
eottun-tiroivinK  ure;n,  that  means  more  soybeans  and  less  cotton.  If  demand  for  a 
commodity  is  weak,  relative  to  other  comniodilie.s,  farmers  should  have  every 
opportuniiy  to  shift  to  more  pnililnlile  ulternatives  if  they  cho<)se  to  do  so.  Xnd 
their  ehoiee  of  ulternatiw  crops  shotild  lie  determined  by  prices  in  the  market- 
place, not  liy  directive  from  Washington. 
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Our  present  food  policy  cnn  be  auniiijed  up  iu  a  single  word:  Abundance.  Or; 
Full  Production.  Or:  Freedom  from  government  restraints  for  farmers.  Or: 
Kncouragemcnt  by  the  Government  for  full  production  of  farm  goods. 

Ours  is  a  positive  food  policy — a  food  policy  in  the  interest  of  a  healthier  aod 
better-fed  America;  a  policy  in  the  interest  of  prosperous  agriculture  and  a 
prosperous  rural  America. 

It  is  a  food  policy  that  tr 

It  is  a  food  policy  c     " 
indivi  duals. 

It  Ls  a  policy  based  on  the  wl^c  and  efficient  utilization  of  the  marvelous  agri- 
cultural resources  with  which  the  Lord  endowed  America,  to  the  end  that  all  the 
peoples  of  the  world  can  live  better. 

Ours  is  a  food  policy  consistent  with  the  basic  humanitarian  instincts  of 
Americans. 

.  Contrast  that  with  the  history  of  the  past.  Past  farm  policies  cost  this  Nation 
billions  of  dollars  to  acquire,  store,  and  dispose  of  commodities  under  government 
price  support  operation.s.  In  addition,  consumers  paid  billions  of  dollars  in  higher 
prices  as  a  result  of  less  than  full  and  efficient  allocation  of  resources  by.  not 
encouraging,  and  in  many  cases  not  even  allowing,  crop  production  to  shift  to  the 
most  efficient  production  areas.  However  one  measures  the  cost — in  tax  dollars  or 
losses  in  export  earnings— billions  of  dollars  were  spent  without  bringing  farm 
family  incomes  up  to  the  level  of  non-farmers,  without  appreciably  increasmg  the 
world's  food  security,  and  without  truly  protecting  the  farmer.  These  policies 
were  an  albatross  for  farmers  and  a  source  of  great  irritation  to  consumers. 

The  reasons  for  this  failure  are  clear  enough.  Support  and  loan  levels  were 
incentive  levels  for  farmers.  Farmers  produced  for  government  warehouses  and  for 
a  government  check— a  check  too  little  to  live  on;  juat  big  enough  for  some 
politicians  to  brag  that  they  were  doing  "something";  and  collectively  largo 
enough  to  incur  the  wrath  of  taxpayers.  Meantime,  aurplusea  held  a  lid  on  farm 
price.i,  demoralized  farmers,  depressed  marketa  at  home,  destroyed  outlets  abroad, 
and  ran  up  tax  costs  and  consumer  complaints. 

Now  that  farm  prices  have  receded  from  record,  levels,  and  farm  production 
costs  have  mounted,  there  is  a  legitimate  concern  about  farm  earnings  and  food 
supplies.  I  am  concerned.  Farmers  are  concerned.  And  you  are  concerned.  And 
once  again  we  hear  the  voices  of  those  calling  for  government  intervention. 

Farmers  and  consumers  alike  should  resist  with  all  their  might  any  attempt  to 
sUde  back  into  the  outmoded,  thoroughly  discredited  farm  policies  of  the  past. 
Farmers  and  consumers  alike  need  to  understand  that  these  former  policies  were 
responsible  for  the  disastrous  failures  of  the  past;  that  unless  we  exercise  good 
judgment  in  resisting  a  revival  of  such  policies,  we  will  create  aa  even  more 
dlsa'itrous  economic  failure  in  the  future. 

These  policies  of  the  past  interfered  with  the  function  of  price.  The  function 
of  price  is  to  stimulate  or  discourage  production,  and  to  ration  supplies  among 
competing  uses. 

We  all  agree  that  this  is  a  fundamental  principle  of  any  market  economy.  It 
cannot  be  avoided  regardless  of  details  <if  individual  economic  systems;  even  in 
thi-  centrally  planned  economics,  the  function  of  price  cannot  be  totally  ignored. 

The  question  is:  Will  these  decisions  cm  price  be  made  by  the  sum  total  of 
millions  of  decisions  reflected  in  the  market — with  farmers  free  to  respond  to 
the  changes — or  will  these  decisions  be  made  politically  by  a  few  people  and 
enfiirced  by  an  army  of  bureaucrats? 

The  same  basic  principles  apply  to  reserves  of  farm  commodities.  We  must 
have  reserves.  We  all  agree  to  that.  The  question  is;  Will  these  reserves  be  carried 
by  farmers  and  the  trade  with  the  levels  set  through  their  combined  decisions  in 
respon.se  to  changing  conditions^as  is  happening  now — or  will  the  reserves  bo 
held  by  the  Government  at  great  ta\  expense  and  at  the  expense  of  depriving 
farmers  of  their  hard-won  management  initiatives?  Or  at  the  cost  of  the  rigidity 
tb.1t  disrupts  both  domestic  markets  and  foreign  trade? 

Everyone  agrees  that  with  rising  costi*,  farmers  need  some  assurances  against 
low  prices.  In  some  circumstances,  they  need  time  and  help  to  adjust.  We  all 
agree  on  that.  The  question  in:  Will  we  give  farmers  the  protection  and  help  to 
make  these  adjustments — or  will  we  raise  loan  rates  and  target  prices  to  levels 
at  which  they  once  again  become  incentive  prices  for  farmers  and  a  great  burden 
on  taxpayers? 

We  all  believe  in  reasonable  earnings  for  farmers — since  without  the  expecta- 
tion of  reasonable  proSt,  producers  would  not  make  the  investment  in  agriculture 
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npcetisary  to  take  care  of  our  own  future  needa  and  those  of  others  around  the 

We  also  believe  in  reasonable  food  prices  for  cnnsumers.  The  question  is: 
Will  price  relationships  be  allowed  to  work  themselvex  out  through  the  intelligent 
guhlance  of  miUions  of  decisions  made  by  buyers  and  sellere  daily — or  will  the 
Government  decide  politically  what  farmerti'  earningit  will  be  and  wfa&t  |»iee 
level  consumers  must  pay? 

If  the  Oovemment  makes  the  decisions,  experience  flhows  that  we  will  have 
a  cheap  food  policy  tliat  in  the  long  run  will  serve  neither  farmers  nor  consumerii. 
Why?  For  the  simple  reason  that  politicians  and  bureaucrats  can't  say  "no"  as 
reachly  aa  can  the  market.  Neither  can  they  react  as  quickly  as  the  market  to 
say  "yea."  Nor  can  a  few  politician*  and  an  army  of  bureaucrats  be  as  inteUipent, 
or  undentandiDg,  irr  as  fair  as  the  combined  judgment  of  millions  of  private 
citizens  rendering  their  daily  decisions  in  their  own  best  interests. 

This   Administration   '»  adaman^y  opposed   to   disruptive  modificationa  in 
present  agricultural  policy  which  would  rescind  the  decision 'making  freedom 
re^itored  to  farmers  by  the  Agricultural  An  of  1070  and  strengthened  by  the 
AKriculture  and  Consumer  Protection  Act  of  1973. 
Specifically,  this  Administration: 

Opposes  amendment!*  to  the  present  target  price  and  hKin  levels  of  the- 
Agriculture  and  Consumer  Protection  Act  of  1973,  which  would  artificially 
stimulate  production  and  again  lead  to  government  ownertthip  of  feed  gnlas, 
cotton,  and  wheat  and  a  return  to  potentially  esoesBive  direct  paymeobi. 
Opposes  export  licensing,  which  would  deny  U.S.  fanners  free  acoesa  tn- 
worid  markets,  thereby  adversely  affecting  farm  income  and  our  baUncc 
of  payments.  Licensing  would  discourage  production,  thus  increasing  food 
costs  tot  American  consumers  while  burdening  taxpayers  with  tbe  ad- 
nUniatrative  contn  of  troplementatioo,  aod  it  could  deny  needed  oominodlties 
to  many  countries  of  the  world. 

Favors  establishment  of  a  U.S.  grain  reserve,  as  part  of  a  world  network 
of  nationally  held  reserves,  endorsed  by  the  World  Food  Conference;  but 
beeves  strongly  that  such  a  reserve  should  be  Iteld  by  the  private  sector 
and  not  be  government-owned. 

Favors  moving  rice,  peanuts  and  extra  long  staple  cotton  into  maricel- 
oriented  programs  in  phase  with  current  feed  grain,  wheat  and  cotton  pro- 
grams. We  cannot  defend  programs  which  restrict  production  and  proance 
an  effective  monopoly  for  allotment  holders,  enforced  by  Government  and 
linftnced  by  the  taxpayer. 
The  central  issue  here  ia  the  proposed  increase  in  target  prices  and  loan  levA. 
Part  of  the  push  for  higher  target  prices  has  been  rationallEed  on  grounds  that 
farmers  need  higher  targets  to  provide  an  additional  incentive  for  production. 
But  what  kind  of  incentive   are   we  talking  aboul?   The  incentive   to   produce 
certain  crops  for  government  paymenla,  or  the  incentive  to  produce  crops  that 
are  in  demand  at  the  marketplace? 

Within  the  past  week,  growers  of  corn,  wheat,  and  soybeans  could  have  con- 
tracted to  sell  their  197.^  cr^>m  at  representative  elevatots  at  harvest  this  year  for 
about  $2,65,  $3.58,  and  So.74  per  bufhel,  respectively.  This  is  more  than  any 
target  price  or  lonn  that  can  be  enacted  by  the  Congress.  Fanners  could  have 
locked  in  that  price  this  past  week  and  assured  themselves  of  a  good  return  from 
the  ntarket place. 

Farmers  arc  rightfully  concerned  about  rising  cost.  The  reason  for  rising  cotiU 
is  inflation.  This  Congress  is  the  right  placr  to  come  for  action  and  futcal  ^icies 
that  will  curb  the  intlatinnary  spiriu  in  costs  of  what  farmers  bu.v. 

Farmers  have  indicated  that  while  they  will  reduce  cotton  plantings  to  9.5 
million  acres  in  1975,  they  will  plant  over  77  million  acres  of  com.  about  74 
Biillrnn  acres  of  wheat,  over  57  million  acres  of  soybeans  and  over  19  million  acres 
of  grain  sorghums.  This  clearly  indicates  market  prices  are  an  effective  incentive  to 

£roducc  needed  cropi.  And  there  is  certainly  no  indication  that  farmers  expect  to 
ave  land  idle  in  thi>  coming  year.  We  can  see  in  these  planting  intentions  ample 
proof  that  farmers  have  responded  favorably  to  the  miirketing  initiatives  giiar- 
anteed  them  by  the  Agricilttire  iind  Consuioar  Protection  Act  of  l!(7v(.  If  there 
is  sufficient  incentive  in  the  marketplace  to  induce  full  production,  why  add  still 
more  Incentives? 

Proponents  n!  higher  Uiiin  rales  ccmteud  that  raising  the  level  of  these  rates 
would  have  a  positive  effect  on  production,  Howei'er,  this  runs  the  ri.sk  of  eventu- 
ally enwuraging  production  for  the  C<nrimodity  Credit  Corporation  rather  than 
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for  actuni  domestic  and  export  needs.  And  it  can  interfere  with  acresige  adjust- 
inents  among  crops  in  response  to  market  demand. 

To  continue  to  provide  farmers  the  opportunity  to  use  all  of  their  production 
resource!;  at  peak  efficiency,  we  muKt  continue  to  expand  our  eiptort  trade.  Higb 
loan  rates  could  hold  U.S.  prices  above  world  levels  and  make  U.S.  products 
noncompetitive  in  world  markets — unless  we  onoe  again  resort  to  a  sysbiia  of 
export  subsidies,  contrary  to  the  U.S.  goal  of  freer  world  trade.  Hi^  U.S.  loan 
levels  aUo  provide  a  price  umbreUa  for  the  world,  encouraging  foreign  production 
which  competes  with  U.S.  farmers. 

Domestic  consumers  use  only  one-third  the  wheat,  two-fifths  of  the  rice,  half 
the  soybeaue,  two-thirds  of  the  tobacco,  two-thirde  of  the  cotton,  and  three- 
fourths  of  the  feed  grains  produced  by  American  farmers. 

Vet  ViC  hear,  almost  daily,  some  voice  in  or  out  ot  government,  who  unthink- 
ingly, I  hope,  would  try  to  push  uti  in  a  dlrectitMi  away  from  commercial  exporte, 
eventually  c^Jiapsing  our  agricultural  production  with  tragic  impact  on  our  total 
economic  well-being. 

If  fanners  in  America  were  limited  to  producing  only  for  the  needs  of  this  country 
it  would  have  a  serious  negative  impact  on  the  entire  economy,  since  there  would 
l>e  setbacks  in  many  businci'«es  ana  industries  which  provide  services  or  supplies 
to  agriculture. 

On  top  of  this,  we  would  face  a  serious  international  numetary  situation.  This 
Nation  could  lose  more  than  $20  billion  in  positive  impact  mi  the  balance  of 
payments  if  tann  exports  were  sharply  curtailed. 

Anieriea's  agriculture  productivity  is  built  on  profit. 

In  today's  agriculture,  there  is  no  better  way  to  encourage  production  than 
through  the  pToht  incentive.  To  have  profit  the  fanner  must  be  permitted  to  sell 
whatever  he  produces  wherever  he  can  sell  it.  If  sales  abroad  are  not  permitted 
when  there  is  a  need  for  American  farm  products,  not  only  will  the  shorted  int«r- 
national  market  drive  commodity  prices  higher,  but  such  a  policy  will  create 
intolerable  economic  conditions  at  home. 

You  already  have  before  you  proposals  for  the  establishment  of  reservee  for 
grains  and  other  agricultural  prod)ict£.  Thcae  proposiJs  stem  from  two  major 
concerns:  (1)  the  humanitarian  desire  to  be  able  to  meet  food  needs  in  timea  of 
unexpected  production  shortfall;  and  (2)  the  further  desire  to  reduce  fluctuationa 
in  farm  aad  food  price  levels.  I  share  those  objectives;  they  are  laudatory.  But  I 
do  not  concur  in  the  means  proposed  to  achieve  tiiejn. 

If  the  primary  reatton  for  having  a  reserve  is  one  of  providing  food  security, 
then  it  would  also  seem  that  those  who  have  the  greatest  food  security  risk  aboukl 
hold  the  major  portion  of  such  a  reserve.  That  means  the  importing  nations  of  the 
world.  The  United  States  for  many  years  has  held  most  of  ibe  world^  food  reserves, 
at  no  cost  to  the  importing  nations. 

We  are  prepared  to  commit  our  fair  share  toward  worldwide  food  security,  but 
we  expect  the  other  major  importing  and  exporting  nations  to  do  their  share,  too. 
In  fact,  we  took  the  lead  in  discussion  on  this  issue  at  the  Worid  Food  Conference 
in  Home  last  November,  uid  again  in  foUow-up  discussion  in  London  a  few  daya 
ago.  I  hope  that  we  icill  be  able  ti>  work  out  an  international  understanding.  But, 
Mr.  Chairman,  there  is  absolutely  do  chance  of  doing  so  if  the  United  States  takes 
unilateral  action  to  establish  a  repierve.  Once  ne  are  committed  by  Congressional 
action  to  a  food  reserve  of  any  consequence,  our  importer  and  exporter  friends  will 
find  it  convenient  not  to  participate  in  an  international  reserve. 

Now,  what  about  the  domestic  connequ^ices  <il  a  publicly-held  food  reserve? 
Since  food  security  is  not  a  prolilem  for  the  United  States,  the  basic  reason  for 
establishing  a  ri^aerve  would  have  to  be  cflie  of  reducing  or  minimiMOg  price  fluc- 
tuationa. That  it  would  do;  after  all,  it  did  it  suooessfuliy  for  many  years.  What 
farmer  wiU  forget  the  depressed  prices  he  experienced  all  the  years  that  we  had  a 
"domestic  reserve"— called  "surplus"  then.  We  had  stability,  but  that  stability 
cost  American  farmers  dearly.  During  the  past  few  years  we  have  moved  out  M 
that  straitjacket  into  a  market-oriented  system,  and  farmers  have  enjoyed  prica 
levels  beyond  their  most  optimistic  dreams  of  the  'OO'a. 

If  we  now  return  to  a  government-held  reserve,  make  no  raiat^e  about  it — we 
will  have  ptability  at  low  farm  price  levels. 

Isolating  the  reserve  from  the  market  by  eetablishir^  the  resale  price  at  a  hich 
level  will  not  solve  the  problem,  either.  Several  farm  organisations  have  already 
testified  in  support  of  that  concept.  Nearly  every  time  one  of  them  does  so,  the 
price  of  Krain  drops  another  nickel  because  people  in  the  grain  business  know  it  is 
impossible  to  isolate  a  reserve  from  the  market. 
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If  wo  now  rotum  io  o  ([(uprnniriit-hcld  rpsrrvp,  make  no  mistake  about  it — we 
will  hnvfi  alnliility  at  low  farm  price  levels. 

Isolating  Ihe  rpsorvo  from  the  market  by  ostablishing  the  resale  price  at  a  hiih 
level  will  not  solvp  Ihp  prciblcin,  cither.  Several  fann  organizations  liave  already 
tcstifiod  in  support  of  that  concrpt.  Nearly  every  time  one  of  them  docs  so,  the 
price  of  arniu  drops  another  nickel  because  people  in  the  grain  business  know  it  is 
impossible  to  isolate  a  reserve  from  the  market. 

The  minimum  resale  price  csn  and  will  be  changed  if  wo  have  a  "food  shortage" 
in  the  future — or  at  least  what  someone  defines  as  a  "food  shortage" — and  farmen 
ought  not  dccetvc  themtjclves  by  believing  otherwise. 

If  we,  as  policy  leaders,  are  sincerely  interest<;d  in  the  \itality  of  the  agriculliirst 
sector,  I  would  suggest  that  one  immediate  contribution  would  be  to  remove  the 
yoke  of  government  infringement  from  additional  commodities,  thus  enabling 
more  farmers  to  capitalize  on  opportunity  and  efBciency. 

This  calls  for  the  repeal  of  outdated  rice  legislation,  and  for  dc\'islng  a  program 
for  rice  which  encourages  market  expansion  in  response  to  the  world's  neei. 
Current  rice  legislation  is  not  in  the  best  interest  of  the  farmer,  the  industry,  the 
rice  consumer  or  the  genenil  ijublie.  Wc  recommend  support  of  legislation  such 
as  S.  4121  of  the  H3rd  Congress  which  Is  designed  to  bring  rice  legislation  into 
Unc  with  the  1973  Farm  Act,  with  these  reservations: 

That  the  target  price  for  the  ]97.i  crop  be  adjusted  to  7  cents  per  pound. 
That  the  disaster  payment  provision  bo  stricken. 

The  target  price  would  escalate  in  accordance  ivith  provisions  in  the  proposed 
legislation.  The  bill  also  provides  tor  price  support  through  a  loan  at  60  percent 
of  target  price;  authorizes  acreage  allotments  lo  be  sold  and  released  witoin  thr 
boundaries  of  the  State;  authorizes  a  rice  research  program;  authorizes  a  set- 
aside  requirement,  if  needed;  and  affords  price  protection  to  the  current  allot- 
ment holders  <yn  a  minimum  of  2  million  acres. 

The  proposed  loan  level  provides  a  method  for  interim  financing  and  a  measure 
of  price  protection  while  encouraging  rice  production  in  response  lo  domestic 
and  foreign  market  demand.  At  the  same  time,  it  is  not  at  sucn  a  high  level  that 
it  would  provide  an  incentive  to  produce  for  the  Government  loan. 

The  enccesH  of  the  Acriculture  and  Consumer  Protection  Act  of  1973  with 
respect  to  the  wheat,  feed  grain,  and  upland  cotton  programs  should  be  extended 
to  rice  production.  We  need  to  assure  the  most  efficient  production  ]xissiblc  by 
encouraging  farmers  in  rice-growing  areas  who  do  not  qualify  for  allutmcnU 
under  current  legislation  to  produce  rice  to  meet  domestic  and  export  demand  fi>r 
this  commodity.  Moreover,  it  is  grossly  unfair  to  deny  any  producer  the  oppor- 
tunity to  participate  in  the  rice  program  on  the  basis  <rf  an  antiquated  law. 

Likewise,  we  stand  ready  to  cooperate  with  thi.s  Committee  to  revise  peanut 
and  ELS  cotton  legislation  to  brlnji;  th<sc  programs  into  phase  with  current 
programs  for  wheat,  feed  grains  and  upland  cotton.  This  Administration  fwi* 
strongly  that  in  its  review  of  agricultural  policy,  the  Congress  should  review 
agricultural  policy  tor  all  crops  at  one  time. 

The  Administration  favors  an  EIjS  cotton  program  incorporating  the  tar^iet 
price  concept,  which  has  worked  suocesKfuIly  for  upland  cotton,  loan  levels  which 
provide  protection  without  subsidy,  the  removal  of  government  restrictions  from 
planting  decisions,  and  restoration  of  initiative  to  the  producer. 

The  support  price  for  milk,  luider  the  Agricultural  Act  of  1949,  must  be  set 
at  a  level  between  80  and  90  percent  of  parity  through  March  31,  1975  (between 
75  and  90  percent  thereafter) .  The  support  for"  the  balance  of  the  1974-75  market- 
ing year  and  for  the  197.1-76  marketing  year  has  already  been  set  at  S7.24  per 
hundredweight,  about  80  percent  of  today's  parity.  This  level,  announced  on 
January  3,  is  a  substantial  increase  from  the  jirevious  level  of  $6.57.  It  is  above 
the  minimum  in  the  law,  and  it  may  not  be  lowered  during  the  marketing  year. 

The  higher  support  was  necessary  because  farm  milk  prices  declined  contra- 
seasonally  in  December,  at  the  very  tin>e  when  feed  costs  were  reaching  their 
peak.  The  new  jtricc  level  will  help  producers  meet  those  higher  costs  and  give 
them  the  assurance  they  need  to  continue  in  business. 

This  change  demonstrates  the  desirable  flexibility  now  provided  in  the  statute. 
and  we  strongly  believe  that  this  flexibility,  within  the  limits  of  75  and  90  percent 
of  parity,  should  be  maintained.  This  permits  the  Secretary  of  Agriculture  to 
adjust  the  price  upward  when  needed,  but  does  not  require  him  to  establish  un- 
realistically  higher  support  levels  without  rrgnrd  to  changing  economic  conditions. 

Free  of  government  restrictions  on  prices  and  production — including  freedom 
from  export  coDtr<ils  and  government- held  reserves,  which  are  just  another  form 
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of  jiricr  cnntriil?: — the  American  furmrr  still  fnces  great  challenges  in  mcetinK  the 
demaiids  of  today  and  tomorrow.  One  of  these  cli^lenges  is  the  growing  problem 
of  wtirld  hunger  and  poputntion. 

A-i  I  see  it,  imcontrolled  population  growth  places  a  tremendous  moral  hurdcn 
on  the  American  people  as  ii  whole,  and  the  American  farmer  in  particular. 
Farmers  everywhere  produce  food.  But  nowhere  in  the  world  is  overall  production 
of  farm  commodities  »>ii  efficient  a-s  in  American  agriculture.  Nowhere  in  the  world 
is  agricultural  technology  so  highly  developed  a^  it  is  here. 

Wi!  have  a  moral  responsibility  to  pass  on  American  technological  know-how 
to  the  people  in  nations  where  it  is  most  lacking,  find  where  its  lack  is  most  crit- 
ically felt.  Until  those  nations  have  drama ti call}'  improved  their  productive 
output,  we  must  help  supply  their  needs  through  our  exports  and,  in  times  of 
emergency,  through  donations.  We  in  the  United  States  cannot  be  our  brothers' 
keeper  fonsver,  but  we  have  a  moral  obligation  to  see  that  dire  Malthusian  pre- 
dictions are  never  realized. 

Consistent  with  this  responsibility  are  the  changes  in  our  foreign  food  aid  policv. 
After  shipping  the  lowest  level  of  P.I..  480  exports  in  20  years  in  fiscal  1974 — SSoO 
million  in  commodity  costs  and  a  volume  of  3.3  milfion  tons — we  arc  now  pro- 
jecting commodity  exports  valued  at  more  than  SI.4  billion  and  more  than  o.d 
million  tons  for  fiscal  197.'i.  The  actual  levels  will  depend  upon  our  ability,  along 
with  that  of  the  participating  countries,  to  implement  new  country  oUbcatinns 
resulting  from  the  increase  in  the  food  ajd  budget.  Moreover,  at  this  time  we  foresee 
a  greater  volume  of  food  assistance  for  next  year  although  at  reduced  costs,  as 
pnco*  moderate. 

These  projections  indicate  the  expectation  that  we  are  emerging  from  the  tight 
commodity  situation  of  the  past  two  years  that  reduced  availabilities  for  f.L.  4S0 
programming. 

If  our  expectations  materialize,  we  need  to  formulate  food  aid  policies  and  con- 
duct development  programs  which  will  accelerate  agricultural  and  economife 
growth  in  recipient  countries.  Such  growth  not  only  will  foster  peace  and  stabilit}' 
but  will  result  in  larger  commercial  markets  for  U.S.  farmers. 

T!ie  Chairman.  We  will  stand  in  reeos.s  until  2  p.m.  and  then  the 
Asaistant  Secretary,  William  Erwin,  will  be  the  witness  at  that  time. 

[Whereupon,  the  hearing  recessed,  to  reconvene  at  2  p.m.  the  same 
day.] 

AFTERNOON  SESSION 

Tlie  Ch.mrman.  If  the  meeting  will  be  in  order,  we're  delighted  to 
have  the  Assistant  Secretary  of  Agricultures  for  Rural  Development, 
Mr.  William  Erwin.  You  may  proceed,  Mr.  Secretary. 

STATEMEHT  OF  WILUAM  ERWIN,  ASSISTABT  SECHETARY  OP 
AGEICULTURE  FOR  RURAL  DEVELOPMENT,  U.S.  DEPARTMENT  OF 
AGRICULTURE 

Mr.  Ehwix.  I  have  with  me,  Doctor  Bostic,  Deputy  Assistant 
Secret  aiy. 

Mr.  Chairman.  Delighted  to  have  you,  Doctor. 

Mr.  Erwin.  Frank  Naylor,  the  Associate  Administrator  of  the 
Farmers  Home  Administration  is  here  and  we  have  several  other 
people  from  the  USDA  here  for  technical  inquiry. 

ilr.  Chairman  and  members  of  the  committee:  Your  invitation  to 
appear  and  discuss  the  credit  situation  in  rural  America  is  much  ap- 
preciated. Certainly,  it  is  one  of  today's  key  issues.  The  great  variation 
in  the  credit  situation  from  urban  to  rural,  from  large  banks  to  small, 
and  from  commodity  area  to  commodity  area  makes  it  essential  to  have 
an  examination  of  the  situation.  I  am  pleased  that  you  have  under- 
taken these  hearings  and  that  you  have  invited  me  to  be  a  part  of 
them. 
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Within  the  Department  of  Agriculture,  there  are  two  major  agencies 
that  are  sources  of  credit — Farmers  Home  Administration  and  the 
Kural  Electrification  Administration. 

Using  calendar  1974  figures  as  the  moat  recent  available.  Fanners 
Home  Administration  loans  and  grants  totaled  $4.4  billioo,  Sl-1 
billion  above  the  figures  for  any  previous  calendar  year.  For  the  first 
lime,  housing  loans  exceeded  $2  billion — reaching  $2,168  bHlion. 
Loans  in  the  farmer  programs  exceeded  $1  billion  lor  the  second  suc- 
cessive year,  and  for  the  first  time,  group  loans — ^including  the  new 
community  facility  and  business  and  industry  loan  programs — ex- 
ceeded $1  oillion. 

I  gave  you  these  figures  in  some  detail  because  they  will  help  place 
the  credit  picture  in  perspective  as  we  discuss  relative  acti'sity  of 
lenders. 

For  RFA,  in  calendar  1974,  $2.1  billion  in  loaned  funds  were  made 
available  to  finance  rural  electric  loans;  S139.4  million  in  BEA 
telephone  loans;  $154.S  million  in  B.m'al  Telephone  Bai&  loans,  \oaa 
guarantee  commitments  of  $1,075,  and  1  think  that's  a  mispnnt  on 
some  of  the  written  copies.  It  should  be  $1,075  bfllion  in  the  electric 
program  and  $;i2.8  millioD  in  the  telephone  program. 

Supplements^  electric  loans  of  $116.7  million  were  made  avuIaUe 
from  the  National  Rural  Utilities  Cooperative  Finance  Corp.,  and 
$4.3  million  from  the  Bank  for  Cooperative  and  other  lenders. 

Budgets  for  both  agencies  for  fiscal  year  1976  will  be  preseutod  in 
detail  to  the  appropriate  committees  of  Congreas,  and  t  can  bsshk 
you  that  these  credit  agencies  will  move  EiM-ward  in  their  traditional 
roles  during  the  comii^  year. 

Most  cr^it,  of  course,  comes  from  the  private  sector.  And,  w^en 
one  speaks  of  credit  for  rural  America,  the  first  inclination  is  to  refer 
to  agriciiltural  credit,  so  I  will  focus  on  that. 

The  growth  in  agricultural  credit  provided  by  all  lenders  during 
the  last  several  years  has^neraHy  ke^pt  pace  with  ov»'all  dflTBMbd'fDr 
such  credit.  Farm  morl^^ge  debt  outstanding  by  principal  lendeiVihaB 
increased  from  $^2.2  billion,  January  1,  1972,  to  an  estimated  $474 
billion  on  January  1,  1975.  Also,  nonreal  estate  debt  outstanding  by 
principal  lenders  has  increased  from  S3Si6  iboMioa,  Jemuoy  1^  lt72, 
to  an  estimated  $47.5  tnllion  on  January  1,  1975.  The  fana  -credit 
banks  and  associations  hold  about  25  percent  of  the  estimated  $95 
billion  in  agricultural  debt  held  by  all  lenders  on  January  1,  1975. 

Officials  of  the  Federal  Reserve  System  .gave  us  a  thumbnail  sketch 
of  the  situation  in  the  Chicago  and  Minnesota  banks  by  saying  that 
credit  has  been  tight,  but  is  tumii^  toward  an  easier  ^ua£ion, 
especially  in  larger  nonrural  banks.  For  ^malter  banks,  credit  is  tight 
and  there  will  he  a  tendency'  toward  limiting  loans.  Credit  varies  bf 
commoditv  areas;  requests  for  refinancing  loans  are  hi^. 

Credit  demand  is  seen  to  continive  strong.  Production  costs  are  «p; 
it  seems  hkely  that  planted  crop  acreage  will  be  above  that  of  last  year. 
It  is  estimated  that  rates  of  interest  on  agricultural  loans  .wiH  remaia 
high. 

Since  the  focus  of  this  committee  is  all  rural  credit,  Farmers'  Home 
Administration  made  a  telephone  survey  of  State  directors  to  secure 
their  impressions  of  the  credit  .situation  in  their  areas  of  responsibility. 
I  emphasize  that  these  are  impressions  gleaned  from  contact  with 
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lending  agencies  and  the  policies  of  private  lenders  currently  in  effect. 
There  is,  to  my  knowleage,  nothing  of  a  comprehensive  statistical 
nature  that  wilf  tell  the  credit  story  as  of  February  1975. 

Comments  of  the  State  directors  can  be  summarized  in  this  way: 

(1)  Lending  policies  are  very  8elective  as  to  clientele  served. 

(2)  Interest  rates  are  relatively  stable  at  8  to  10  percent,  although 
there  has  been  a  drop  of  less  than  1  percent  over  the  past  2  months. 

(3)  Lenders  prefer  short-term,  90-day,  loans  renewable  at  current 
interest  rates. 

(4)  Rural  lenders  tend  more  toward  stable  rat^  and  t«nns  than 
urban  lenders. 

(5)  Within  the  last  18  months,  as  credit  tightened,  sellers  of  farm 
supplies  withdrew  or  restricted  financing  activities. 

(6)  Farm  Real  Estate:  Federal  Land  Bank  and  individuals  seem  to 
have  the  most  money  available,  although  activity  is  only  moderate. 
Houang;  Best  private  sources  are  commercial  banks  and  savings  and 
loan  associations,  but  activity  is  slow  and  high  borrower  equity  is 
required.  Farm  Operating  Credit :  Both  Production  Credit  Associations 
and  commercial  banks  have  been  very  selective  in  providing  credit. 
Business  and  Industrial  Loans:  Activity  is  slow  and  is  provided  pri- 
marily b}'  bank  and  individuals. 

Turning  to  two  facets  of  the  Farmers'  Home  Administration  pro- 
gram, let  me  mention  the  loan  guarantees  and  participation  lending. 

In  the  guarantee  program,  the  Fanners'  Home  Administration 
is  authorized  to  guarantee  a  private  lender  against  loss,  reimbursing 
the  lender  for  up  to  90  percent  of  any  loss  that  might  be  sustained  on  a 
guaranteed  loan.  This  program,  just  1  year  old,  is  moving  at  about  the 
same  pace  as  a  year  ago. 

Farmers  Home  Administration  also  makes  loans  in  conjunction 
with  private  sources  for  farm  ownership  and  operating  purposes. 
In  fiscal  year  1972,  $310  million  was  advanced  to  Farmers  Homo 
Administration  borrowers  by  other  lenders  in  cooperation  with  Farm- 
ers Home  Administration.  In  fiscal  year  1973,  the  figure  was  $488 
million,  last  year,  it  reached  $496  mituon.  In  the  first  6  months  of  the 
present  fiscal  year,  farm  ownership  participaticMi  is  up,  operating  loan 
participation  is  steatly,  and  the  expectation  is  that  there  will  be  a 
slight  gain  in  this  fiscal  year  over  last. 

The  experience  with  the  guarantees  and  with  participation  indicates 
that  lenders  are  responding  in  programs  where  their  risk  can  be 
lessened  or  their  security  position  can  be  strengthened  with  a  loan 
guarantee. 

We  will  be  happy  to  answer  any  questions  you  may  have. 

The  Chairman.  Thank  you,  Mr.  Secretary.  This  looks  like  you're 
making  some  progress. 

I  believe,  at  the  request  of  your  committee,  your  organization  made 
a  survey  of  the  unmet  needed  credit  needs  of  the  Farmers  Home 
Administration.  1  think  our  report  was  S107  million. 

The  Secretary,  I  believe,  testified  this  morning  that  they  thought 
it  was  $110  million. 

Was  that  about  right? 

Mr.  Erwin.  Yes,  sir.  I  think  it  is  correct  that  the  original  figure 
was  $107  million  and  the  request  for  0MB  was  $110  million. 
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The  Chairman.  Don't  ynu  Hiispect  that  tliat  figure  is  low,  because 
tlio  average  farmer  goes  into  a  Fnr[nei"s  Home  Administration  office, 
and,  if  he  hasn't  anv  money,  he  would  leave  witliout  filing  an  appli- 
nilioii,  wouldn't  he? 

Ml'.  Erwix.  I  would  like,  if  I  could,  to  refer  to  Frank  Naylor  of 
llie  Farmers  Home  Administration  to  tell  you  how  that  survey  was 
made. 

Tlie  Chairman.  You  ma\-  respond,  sir. 

STATEMENT  OE  ERAKE  W.  NATLOB,  ASSOCIATE  ADUmiSTRATOB, 
FABMEES  HOME  ADMINISTBATIOH,  U.S.  DEPAETMENT  OF  AGKI- 
CULTUBE 

Mr.  Naylor.  Mr.  Chairman,  the  sun'cy  was  requested  from  our 
State  directors  to  give  us  the  best  evahiation  of  what  they  felt  the 
credit  needs  from  our  Agency  would  be,  in  addition,  to  other  sources 
that  were  available. 

As  a  matter  of  Agency  policy,  we  are  accepting  all  applications 
that  are  being  brought  in  for  any  loan  program  in  our  portfolio. 

The  Chairman.  Now  if  a  fellow  just  walks  into  your  office  and 
says.  "I  want  to  boiTow  some  monej,"  and  the  man  says,  "£  haven't 
got  any,"  he  would  walk  out  without  filing  an  appHration,  wouldn't 
he? 

Mr.  Nati,or.  That  would  be  possible,  Mr.  Chairman. 

However,  our  instructions  to  our  people  in  the  field  are  that  t'ley 
will  take  the  application. 

Tito  Chairman'.  Take  the  application  even  if  he  informs  thcin  he 
hasn't  any  money? 

.\fr.  N.\YLon.  That  would  be  correct,  sir. 

However,  in  the  operating  loan  area,  those  funds  have  not  yet 
been  fully  obligated.  There  are  some  .States,  in  the  Southeast  partic- 
ularly, who  have  early  planting  compared  with  the  Midwest. 

The  survey  suramnry  was  based  on  comparison  of  numbers  of  applications 
during  fiscal  yenr  1974  vs.  1975  as  of  December  31,  1974.  Also  included  in  this 
""" IS  n  comp.irison  of  loan  size  of  the  two  mentioned  years.  The  shortage 
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:mting  loan  funds  did  not  appear  until  late  November  and  December  ir 
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thcustcm  area  of  the  country.  \\  e  do  not  think  that  the  numbers  of  appUcalions 
filed  in  the  mentioned  timeframe  ncre  aiTectcd  ticcnuac  of  a  shortage  of  funds 
since  the  funds  shortage  was  not  critical  until  nearly  the  end  of  the  reporting  period 
(12'31). 

The  Chairman,  That's  right.  That's  one  of  the  things  I  was  getting 
inli),  because  time  is  of  the  essence  now.  They  all  start  planting  crops 
in  Sotrlh  Georgia  in  the  next  2  or  3  weeks. 

Mr.  Naylor.  That's  correct,  Mr.  Chairman.  And  there  are  a  couple 
of  States  in  that  area,  specificallj'  North  Carolina,  which  have  ex- 
tended their  funds  which  are  authorized  to  tliem,  at  this  time.  This 
is  not  true  throughout  the  Southeast,  but  there  arc  some  spotty  areas 
where  this  is  true. 

The  CiiAiHMAN.  Are  you  (ransfcrring  funds  you  have  available 
frnni  one  State  to  another,  ta  the  need  arises? 

Ml'.  Naylor.  We  have  apportioned  funds  in  line  with  the  normal 
l>hinling  seasons,  and  the  Southeast,  for  example,  has  a  much  higher 
proportion  of  the  total  money  made  available  to  them  in  the  second 
and  third  quarters. 


,y  Google 


1131 

Tlip  Chairman.  What   about   Geoi^a  now?   I   get   calls   almost 

diiilv  llijit  thev  cim'l  borrow  luoiicv. 

NIr.  N'aylor.  Whiifc  Stiite? 

The  Chairman.   Georgia.  G-e-o-r-g-i-a. 

Mr.  X.iYLOK.   Yp^,  sir.  I  know  tbat  State  well. 

Oeoi^iii  had  $18,675  inilUon  available  for  the  first  three  quarters 
of  (iscal  year  1975.  As  of  the  February  14  obligation  report  there  was 
a  very  small  balance  remaining.  Georgia  will  have  an  additional 
Sl.S  million  available  at  the  start  of  the  fourth  quarter — April  1,  1975. 

TliL'  Chair.man.  How  much? 

Mr.  Xaylor.  The  current  obligation  for  the  third  quarter, 
Mr,  Chairman,  on  Georgia — this  is  through  the  Htli  of  this  month — 
has  ]Hst  brought  them  up  through  their  third  quarter  allowances 
for  llic  State  of  Georgia.  They  are  effectively  out  of  money  at  this 
time.  The  fourth  quarter  allocation  would  bring  them  up  to  a  total 
of  $19.5  million. 

The  Chairman.  When  will  the  fourth  quarter  allocation  be  released? 

Mr.  Natlor.  It  will  be  at  the  end  of  March,  air. 

Mr.  Chairman.  It  will  be  too  late  for  South  Geoi^a.  Or  can't 
yon  release  it  before  then? 

I  am  informed  that  Mr.  McDuffy  tries  to  do  a  good  job  in  our  State, 
savd  ho  is  out  of  money,  and  will  be  out  until  his  fourth  quarter  is 
released. 

Mr,  Nayi.or.  That  is  correct,  Mr.  Chairman. 

Mr.  Erwin.  Mr.  Chairman,  we  have  asked  0MB  to  release  that 
early,  and  we  don't  have  an  answer  as  yet. 

The  Ch-Urmax,  I  have  been  talkii^  with  Mr.  Lynn  about  it.  And 
he  said  he's  going  to  send  up  one  of  his  top  men.  Have  you  heard 
from  him? 

Mr.  Erwin.  Yes,  we  are  meeting  at  1  ;30  tomorrow. 

The  Chairman.  And  do  you  need  a  supplemental  appropriation 
to  take  care  of  the  Farmers  Home  Administration's  unmet  needs — 
Ihi-i  S107  million— this  $110  million? 

Mr.  Erwin.  Yes,  sir,  prior  to  this  year,  we  had  the  authority  to  do 
that.  But  the  last  budget  indicated  clearly  that  it  would  have  to  come 
to  the  Congress  for  approval. 

TIieCnAiRMAN. Have  you  requested  a  supplemental  appropriation? 

Mr.  Erwin.  We  have.  We  forwarded  that  request  to  the  OfiBce 
of  Management  and  Budget. 

The  Chairman.  And  they  have  not  acted  as  yet? 

Mr.  Erwin.  No,  sir,  not  to  my  knowledge. 

The  Chairman.  They  have  what  President  Lincoln  said  his  generals 
had — the  "slows." 

Mr.  Erwin.  I  don't  think  1  could  comment  on  that,  Mr.  Chairman. 

The  Chairman.  Now  what  are  you  doing  in  the  area  of  rural 
dcvelopinent? 

Mr,  Erwin.  You  want  a  general  statement? 

The  Chairman.  I  would  like  to  have,  first,  a  brief  statement  as  to 
hiivr  much  obligated  and  how  many  industrial  plants,  and  so  on~how 
many  people  are  employed,  on  a  State-by -State  breakdown — the 
projects  and  the  amount  of  the  loans,  grants,  and  guarantees. 
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Mr.  Ekwin.  While  Dr.  Bostic  looks  at  the  record,  I  will  make  some 
general  comments,  and  we  will  give  as  much  as  we  can  here. 

The  Chairman.  Make  some  general  comments,  and  then  we  can 
put  the  details  in  the  record  if  you  like. 

Mr.  Ekwin.  Fine. 

Rural  development  has  been  moving,  including  the  private  sectors, 
extremely  encouraging,  because  we  see  a  turnaround  in  the  1970  to- 
1973  period,  as  compared  to  the  prior  periods  in  which  we  had  a 
steady  out  migration.  And  the  rural  areas  are  growing  more  rapidly 
than  the  metropolitau  areas.  The  rural  areas  adjacent  to  the  growtJb 
centers,  or  metropolitan  areas,  are  growing  most  rapidly-.  But,  as  a. 
group,  the  isolated  rural  areas  are  now  growing  more  rapidly  thau  the 
metropolitan  areas,  so  this  is  quite  encoura^ng.  The  rate  of  new  jobs- 
created  in  the  1972-73  period  was  about  twice  as  high  in  rural  America 
as  it  was  in  the  cities. 

Now  these  are  verj'  encouraging  signs.  As  to  what  is  happen- 
ing now  in  the  current  recession,  it's  difficult  to  read  because  it's- 
foing  on  right  now.  Historically,  rural  areas  have,  since  World  War 
I,  ridden  through  the  recessions  a  little  bit  better  than  the  metro- 
politan areas.  In  some  cases,  considerably  better. 

There  is  some  indication  that  the  lumber  industry  and  the  mobile 
home  industry  were  hit  earlier  and  will  respond  earlier.  But,  in  general, 
it  appeu^  that  the  rural  areas  will  go  through  the  recession  somewhat 
better  than  the  metopolitan  areas. 

Now,  this  is  a  little  misleading,  because  there  is  some  tendency  when 
there  is  an  unemployment  situation  to  have  some  migration  back  on 
the  part  of  the  unemployed.  So  some  of  the  statistics  would  be  a  little- 
misleading.  So,  in  general,  rural  development  is  moving  quite  well. 
All  of  the  funds  that  were  allocated  to  us  imder  the  Rural  Develop- 
ment Act  were  extended,  we  think,  well  by  the  Farmers  Home 
Administration. 
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The  Chairman.  How  many  loans  have  jou  made  for  industrial 
projects? 

Mr.  Ekwin.  Do  either  one  of  you  gentlemen  have  a  hreakdown? 

STAIEUENT  OF  JAMES  E.  BOSIIC,  DEPUTY  ASSISTANT  E9XIBETAB7, 
EUEAL  DEVELOPMENT,  ^I.S.  LEPABTMEHT  OP  AGEICULTDEE 

Mr.  BosTic,  Yes.  Through  December  31,  1974,  which  would  giv« 
us  about  1  year,  of  program  operation,  we  have  made  419  loans.  We 
have  estimated  that  they  have  created  about  13,000  new  jobs. 

The  Chaibman.  That  was  loan  guaranty;  wasn't  it? 

Mr.  Erwix.  Yes,  sir. 

Mr.  BosTic.  Yes,  sir.  That  was  loan  guarantees. 

The  Chairman,  How  many  grants  have  you  made  for  water  and 
-sewage  and  community  development  situations? 

Mr.  BosTic.  Iiet  me  see.  [Refening  to  documents.] 

OK;  I've  got  it. 

^f  r.  Chairman,  I  have  the  figures  for  this  fiscal  year— fiscal  year  1975 
through  the  14th  of  February.  This  year  wehave  $150  million  in  grants 
available,  and  we  have  obligated  501  grants,  for  a  total  amount  of 
$91  million.  We  have  yet  to  be  obligated  the  rest  of  this  fiscal  year, 
about  $59  million. 

The  Chairman,  Would  you  provide  for  the  record  please — a  State- 
by-State   breakdown   of  loans,   guaruitees,   grants,  facilities,    and 


Mr.  Erwin.  All  right. 

The  Chaihjian.  So  we  can  get  an  overall  view  of  what  you  ate 
•  doing. 

My  own  thinking  is  that  the  best  way  to  stimulate  the  economy, 
of  course,  is  to  get  people  jobs  through  the  private  sector.  We've  bad 
7fj  million  people  unemployed.  And  there  is  a  great  human  cry.  And 
the  President  lias  recommended  public  service  employment.  If  we 
employ  those  people  at  $5,000  a  year,  it  would  be  $37,500  million. 
The  big  problem  with  public  service  jobs  is:  first,  they  are  non- 
productive. Second,  there  is  no  way  on  Earth  you  can  provide  the 
resources  to  make  a  dent  in  the  unemployed.  But,  when  you  create  an 
industrial  job,  chances  are  you'll  get  your  money  back.  You'll  get  a 
taxpayer,  and  the  fellow's  got  a  permanent  job.  So  it  seems  to  me  to 
be  idiotic  in  the  extreme  to  be  cutting  back  on  these  productive  pro- 
grams that  would  create  jobs,  and  create  useless  pubuc  employment 
jobs. 

Do  you  agree  with  that? 

Mr.  EawiN.  I  think,  in  essence,  you  would  agree  with  that. 

The  Chairman,  Would  you  argue  with  the  Budget  Bureau  about 
it? 

Mr.  Erwin.  I  have  from  time  to  time,  and  I  will  in  this  area. 

The  Chairman-  OK,  good.  I  hope  you  will  continue  that.  Anything 
else  we  need  for  the  record  for  an  overall  vieiv? 

Senator  Leahy  has  some  questions  he  wanted  answered. 
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The  Chairman.  Mr.  Erwjn,  the  staff  may  submit  some  questions 
from  Members  for  the  record.  And,  when  you  respond,  they  will  be 
inserted  in  tlie  record  as  a  part  of  your  appeitiaiice. 

Mr.  Erwix.  I  will,  Mr,  Cliainmm, 

(Following  are  questions  submitted  by  Senator  Leahy  to  Mr.  Envin 
and  his  answers  thereto. 

Queftwn.  Isn't  it  true  that  Farmers  Honu-  Admiiiistrntitin  OiXTfltino;  loan^  are 
enientiullj'  credit  of  lost  roKort?  In  other  word',  when  a  famier  gc-ts  sucn  a  loan  it, 
generally,  meuns  he  can't  get  credit  elsewbere? 

Aimwi't.  A  basic  «lif^bility  rcqiiiremtnt  for  an  FmliA  Operating  loan  is  that 
the  applicant  not  be  able  U<  nbtain  the  credit  that  he  needs  from  othi'r  source!". 
This  has  been  a  requirement  since  the  pragrom  began  many  years  ago.  The  FmH.\ 
does  ni>t  coni]jet«  with  other  lenders  for  these  loans. 

Qiie«lioii.  lio  you  1(h>Ic  on  this  as  a  welfare  program? 

Answer.  We  do  not  consider  Operating  louns  as  a  welfare  program.  We  feel  a 
o  i)roviae  iissistanre  to  moderate  ti 


Quealion.  i/i\  Stale  Director  i-nys  he  wants  to  get  rid  of  the  dendwood.  \Ybat  do 
you  consider  deadwood? 

Answer.  FinHA  will  continue  with  a  borrower  as  long  ns  he  ha.s  a  reasonable 
chance  to  he  successful  and  pay  his  debts.  We  continuously  carry  many  delinqueni 
accounts.  However,  in  some  eases  it  becomes  obvious  tliat  the  family  cannot 
flucc<-cd  due  to  the  dobtload,  Incic  of  adequate  income  due  to  poor  production, 

rir  management,  low  pricesj  high  costs  or  other  factors  which  cannot  be  corrected, 
these  cases,  the  only  feasible  solution  is  lo  liquidate  the  loan. 

Question.  Isn't  !t  true  that  a  high  percentage  of  our  dairy  farmers  are  having 
trouble  paying  their  debts — what  with  hiiy  running  at  up  to  $1 10  a  ton? 

Answer.  The  increased  cost  of  feed  and  the  upward  s|)iriil  of  about  all  other 
farm  operating  co^is  is  making  it  more  difficult  for  dairy  farmers  to  meet  these 
costs  and  pay  their  debt^.  With  this  situiitiou,  maximum  efficiency  is  a  mu^t  for  all 
fann  operators. 

Quettioii.  Do  you  consider  these  jx'oplo  to  Iw  dendwood? 

Answer.  Obviously,  we  do  not  consider  fariuer"  who  are  having  financial  diffi- 
culties due  to  circumstances  Ijeyond  their  control  as  deadwood. 

Queation.  What  is  to  keep  Fm'HA  from  making  liKins  of  18  nionths  or  2  years  for 
bay  and  other  inputs? 

Answer.  Genondly,  we  IxJieve  that  louns  tor  the  costs  of  annual  production 
inputs  should  be  paid  within  the  year  the  income  is  produced  as  a  result  of  the 
loan.  Jfowcver,  when  a  fanner  has  not  bi.-en  able  to  produce  a  nonnal  crop  of  hay 
due  to  weather  or  other  such  conditions,  a  repayment  period  of  longer  than  one 
year  may  be  given  a  loan  to  ])tircha.se  the  nei-ded  hay.  Loans  for  purcha.se  of 
cattle,  machinery  and  equipment,  refinancing  debts  and  other  capital  items  may 
be  scheduled  for  payment  over  u  period  up  to  sei'en  years. 

Quettion,  Why  do  you  suppose  the  State  Director  in  my  State  won't  do  this? 

Answer.  We  have  fully  discussed  the  feed  situation  in  Vermont  with  Mr.  Hprague. 
He  understands  that  feed  loans  for  hay  that  is  nonnally  pr<iduced  on  the  farm 
may  be  scheduled  tor  repayment  in  accordanci;  with  the  borrower's  ability  to 
repay. 

Quetlion.  Farm  delit  is  estimated  at  SO.t  billion.  This  morning  Secretary  BuU 
estimated  farm  income  would  fall  from  $27  billion  in  1974  to  $20  billion  in  197J. 
How  much  farm  debt  can  lie  supported  at  1U75  income  levels? 
By  private  money  markets? 
By  the  farm  credit  system? 
By  Farmers  Home? 
The  [loint  is,  is  there  going  to  be  enough  credit  available  to  insure  farmers  can  go 
for  all-out  production? 
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Answer.  We  believe  that  the  total  credit  available  to  farmers  from  private 
sources,  the  Farm  Credit  System  and  the  Farmers  Home  Administration  will, 
generally,  be  adequate  to  meet  the  needs  this  year.  Due  to  the  pre.ient  economic 
conditions,  FmHA  has  an  increased  demand  for  loans.  As  a  result  of  this,  we  have 
requested  that  an  additional  $110  million  in  Operating  loan  funds  be  made  avail- 
able. As  indicated  earlier,  though,  there  will  be  individual  farmers  who  have 
reached  the  end  of  the  line  and  will  not  be  able  to  obtain  credit  due  to  the  cir- 
cumstances of  their  cases. 

The  Chairman.  Thank  you  very  much.  We  appreciate  it. 
[The  following  material  was  referred  to  on  p  113:1.] 
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SOIL  ANO  WATER  LOANS  TO  INOIVIDUAIS  OBLIGATED,  n«iAL  YEAR  1)74  TURQUaH  JUKE  3D 
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SUAWHTEED  OPEMTIHG  LOANS  OBUUTEO,  FISCAL  YEAR  1975  THROUGH  DEC.  31,  I9T4  (INCLUDED  IN  PAGE  I) 
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The  Chairman.  Are  there  any  further  questions?  Hearing  none,  tJie 
committee  will  be  adjourned  until  10  a.m.  tomorrow  morning. 

[Whereupon,  at  2:30  p.m.,  the  committee  adjourned  until  10  a.ni. 
Friday,  February  21,  1975.] 
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AGRICULTURE  AND  ANTI-DEPRESSION  ACT  OF  1975 


FRIDAT,   FEBEUARY  31,   197S 

U.S.  Senate, 
Committee  on  Aghicttlture  and  Forestry, 

Washington,  D.C. 
Tlio  rommittee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  324, 
Russell  Senute  Office  Building,  Hon.  Herman  E.  Talmadge,  (chairman 
of  the  committee),  presiding. 

Present:  Senators  Talmadge,  McGovem,  Clark,  Leahy,  Dole,  and 
Young. 

STATEISENT  OF  HON.  HESMAN  £.  TALUADOE,  A  ir.S.  SENATOR  FSOU 
THE  STATE  OF  GEOEGIA— Resnmed 

The  Chairman.  The  committee  will  be  in  order. 
The  toinmittee  is  honored  indeed  to  have  the  distinguished  Senator 
fn>in  Texas. 

You  may  proceed,  sir. 

STATEMENT  OF  HON.  LLOTS  BENTSEN,  A  U.S.  SENATOR  FEOH  THE 
STATE  OF  TEXAS 

Senator  Bentsen.  Thank  you  very  much,  Mr.  Chairman.  I  under- 
stand that  you  start  your  committee  hearings  on  time,  and  I  made  the 
mistake  once  of  arriving  3  minutes  late  and  found  that  I  was  down  the 
list  of  witnesses.  So  I  am  not  making  that  mistake  any  more  with 
yonr  committee. 

The  Chairman.  We  appreciate  your  promptness. 

Senator  Be.ntsen.  I  want  to  thank  you  for  the  opportunity  to 
appear  before  this  very  distinguished  committee,  and  I  want  to  com- 
ineiid  you  on  the  fact  that  you  are  holding  these  hearings  early  in  the 
94th  Congrens  because  I  think  that  the  current  situation  on  agriculture 
is  one  that  demands  immediate  action  by  the  Congress.  You  are 
demonstrating  an  understanding  of  the  seriousness  of  the  situation. 

Mr.  Chairman,  the  economic  situation  among  Texas  farmers  is  one 
of  disbelief,  uncertainty,  and  discouragement.  Cotton  prices  have 
declined  60  percent  and  feedlots  are  empty  of  both  cattle  and  capital. 
Wheat  prices  have  acted  erratically,  malting  planning  impossible,  and 
(;orngrowers  cannot  be  certain  that  they  are  going  to  be  able  to  get 
the  seed  that  they  need.  In  addition,  we  find  that  farmers  have  become 
(ii--illusione(l  because  of  the  low  target  prices  that  the  present  farm  bill 
has  in  it,  and  that  they  have  proven  useless,  and  desjiite  the  glowing 
promises  of  Gf)vprnment,  the  disaster  relief  provisions  have  been 
administered  so  as  to  generate  frustration  rather  than  relief. 
(1107) 
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Mr.  Chairman,  this  situation  is  being  translated  into  the  fore- 
closure of  American  agriculture.  Farmers,  because  of  their  loss  of 
equity  and  because  of  today's  very  high  interest  rates,  because  ot  the 

f (rices  they  are  having  to  pay  for  tractors  and  for  equipment  and  for 
ertilizer,  are  having  a  very  difficult  time,  more  so  than  ever  before  in 
obtaining  the  necessary  capital  nith  which  to  farm.  And  just  as 
America  lives  on  her  agriculture,  agriculture  survives  through  its 
ability  to  borrow-.  Farm  debt  has  climhed  to  its  highest  }}oint  last  year 
to  an  estimated  S94.9  billion,  an  incredible  80-percent  increase  since 
1969. 

However,  because  of  today's  general  economic  situation,  and  be- 
cause of  the  present  farm  program's  lack  of  protection,  banks  in 
Texas  are  finding  it  increasingly  difficult  to  loan  agriculture  capital. 
Whereas  traditionally  farmers  could  borrow  against  their  support 
payments,  mani/  banks  today  are  requiring  farmers  to  have  fully 
one-third  of  their  capital  in  hand  before  they  will  talk  about  crop 
financing.  This  kind  of  requirement  makes  it  very  difficult  to  meet  the 
problems  today  of  financing. 

The  banks  are  not  to  be  blamed  for  this  inability  to  properly 
finance  our  food  production  effort.  The  farm  program  is  inadequate  in 
its  protection.  Interest  rates  are  far  too  high.  Bank  capital  has  been 
raided  by  past  crop  losses  and  th<'  depression  of  the  livestock  industry. 
Not  only  has  the  Government  failed  to  provide  the  protection  that 
translates  into  farm  credit  at  the  bank,  but  the  Farmers  Home 
Administration  has  also  fniled  to  make  up  the  difference.  A  study 
prepared  for  this  conimittt-e's  nble  chairman  demoiistratt-d  that 
FHA  is  now  deficient  by  $107  million.  And  I  share  the  chairman's 
feeling  that  this  figure  is  a  verj'  low  estimate  of  FHA's  actual  need. 

Mr.  Chairman,  the  economic  situation  facing  our  farmers  brings  to 
mind  the  wisdom  of  the  late  Bernard  Baruch.  He  stated  in  his  memoirs: 
"There  is  no  question  that  the  Great  Depression  had  its  origin,  in 
part,  in  the  agricultural  malaise  of  the  1930's.  A  Nation's  economy 
cannot  be  healthy  when  a  basic  element  in  it  is  sick." 

This  is  a  timely  warning,  and  is  illustrative  of  the  urgency  of  the 
current  situation. 

In  recognizing  this,  I  would  like  to  point  out  that  the  present  farm 
bill's  inadequacy  is  not  the  fault  of  this  committee.  The  strong  farm 
bill  that  was  authorized  by  this  committee  in  1973  was  drastically 
weakened  because  of  the  threat  of  a  Presidential  veto.  This  threat, 
however,  was  only  a  prelude  to  the  improper  administration  of  the 
1973  act,  and  indeed,  this  countiy's  entire  agricultural  policy. 

Just  before  the  formulation  of  the  1973  act,  the  USDA  engineered 
the  Russian  wheat  sale  fiasco  and  allowed  the  depletion  of  our  grain 
stocks.  They  sold  our  farmers  short,  Thev  clogged  our  delivery  s>'stem 
and  wasted  $300  million  in  export  subsidies.  I  can  remember  the 
problems  we  were  having  in  tiding  to  get  railroad  ears  during  that 
situation,  when  they  clogged  the  entire  transportation  system,  and 
they  were  piling  the  grain  around  the  country-  out  in  the  open. 

Now,  that  was  followed  bj-  the  illegal  impoundment  of  rural  con- 
servation and  development  funds,  the  ill-conceived  soybean  embai^o, 
where  we  took  one  of  our  principal  customers,  Japan,  and  told  them 
thev  had  no  longer  a  stable  supply  of  soybeans,  and  we  turned  around 
and  saw  the  Japanese  go  down  and  invest  almost  $1  l)illion  in  Brazil 
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0  try  to  have  themselves  assured,  continued,  long-term  production 
ind  developed  into  a  competitor  for  us. 

A  continuing  lock  of  empliasia  on  ^ricultural  research,  where  back 
n  1955  they  expended  about  11.7  percent  of  the  agricultural  budget 
a  research,  today  they  are  talking  about  2}-^  percent  on  it.  The 
iooding  of  this  country  with  highly  subsidized  imported  milk  products, 
,he  abortive  beef  price  ceiling,  and  White  House  encouraged  fertilizer 
exports,  things  like  building  $160-million  fertilizer  plant  in  Russia, 
inanced  in  part  by  long-term  6-percent  interest  rates  when  we  had  a 
iliortage  of  fertilizer  in  this  countr>'  and  a  shortage  of  capital  here, 
;hey  are  all  examples  of  tragic  misadniinistration  of  farm  policy. 

This  mismanagement  goes  further  with  the  USDA's  refusal  to 
jroperly  administer  the  disaster  provisions  of  the  1973  farm  bill.  The 
Department  has  flagrantly  and  admittedly  refused  to  properly  imple- 
nent  the  congressional  intent  of  the  disaster  provisions,  despite  the 
ntcnt  of  Congress.  Nothing  destroj's  confidence  in  Government  faster 
:han  this  type  of  action. 

I  protested  this  situation  repeatedly  in  letters  to  the  USDA  but 
lever  received  a  proper  explanation  of  their  action.  In  fact,  the 
USDA  refused  mv  request  that  they  meet  in  Texas  with  farmers  to 
setter  understand  the  situation. 

Following  this  refusal,  in  January,  I  worked  carefully  with  Texas 
"armers  in  documenting  for  the  President  several  actual  cases  where 
ihe  USDA  had  clearly  violated  the  intent  of  the  disaster  provisions. 
To  this  date  I  have  not  received  an  explanation  from  either  the  White 
House  or  the  USDA.  Mr.  Chairman,  I  ask  unanimous  consent  that 

1  be  able  to  put  a  letter  in  the  record  at  this  point. 
The  Chairman.  Without  objection,  it  is  so  ordered. 
[The  letter  referred  to  follows:] 

Jantjakt  14,  1975, 
Hon.  GER.1LD  R.  Ford, 
The  President  of  Ihe  United  Stales, 
The  While  House,  Washington,  D.C. 

Dp.ar  Mr.  PREaiDENT:  I  strongly  question  the  U.S.D.A.'s  administration  of 
tile  disaster  provisions  of  the  1973  Farm  bill.  CongreBs  intended  these  provisions 
to  be  a  protection  for  the  American  farmer  as  he  faced  the  uncertainties  of  weather 
in  producing  our  food  supply.  Certainly  with  today's  need  tor  consistent  and 
ifaundant  production,  this  protection  is  increasingly  important. 

However,  the  U.S.D.A.,  by  regulation  has  frustrated  the  proper  administration 
'f  the  disa.iter  provisions.  In  the  case  of  cotton  and  grain  sorghum,  the  U.S.D.A. 
las  ruled  that  planting  one  crop  over  the  allotment  and  tne  other  under  the 
'Uotment  disquah&es  the  producer  from  any  disaster  payments.  I  fail  to  find 
■  basis  for  this  "rule  of  substitution"  in  the  current  law,  and  the  "rule"  certainly 
'"as  not  within  the  intent  of  the  Congress.  There  is  no  legislative  history  or  record 
o  su])port  this  type  of  regulation. 

I  enclose  several  actual  ASCS  disaster  eligibility  forms  which  serve  as  examples 
f  how  the  U.S.D.A.  uses  the  "rule  of  aubititution"  to  forbid  farmers  from  re- 
viving the  protection  they  deserve.  I  cannot  undi-rstand  why  these  producers 
'ere  disqualified,  particularly  when  the  U.S.D.A.  has  been  urging  farmers  to 
liiiit  "fence-row  to  fence-row",  regardless  of  allotment.  They  are  producers  who 
avc  tried  to  respond  to  the  Government's  request  to  maximize  production,  yet 
ley  have  been  refused  protection  by  that  same  Government. 
"Mr.  President,  I  request  a  review  of  this  situation.  Nothing  is  more  disillusioning 
>  the  American  public  than  when  the  Government  puts  forth  a  necessary  program, 
len  overburdens  it  with  confusing,  restrictive  regulations,  I  hope  that  in  this 
tec,  the  situation  can  be  resolved. 
Sincerely, 

Lloyd  Bbntsbn. 


„Google 


1200 

Senator  Bextsen.  An  equally  exasperating  situaliun  has  been 
the  action  of  the  administration  in  the  case  of  meat  imporlw,  De»[nle 
the  fact  that  our  livestock  market  is  in  a  hopeless  depression,  anil  is 
the  only  major  world  market  still  open  to  meat  imports,  the  USDA 
has  firmly  refused  to  acknowledge  the  repeated  intent  of  Congres 
by  failing  to  utilize  the  established  meat  import  limitation  procedures, 

The  only  action  of  the  Department  has  been  to  artificially  lower 
beef  import  projections  with  hazj-  promLses  of  vohmtarj'  reiilrainu 
by  the  beef-exporting  countries.  Now,  if  vou  really  think  they  are 

foing  to  do  it  on  a  voluntary  basis  when  they  have  surpluses,  well,  I 
o  not  think  vou  believe  that,  and  I  do  not  believe  it  either.  A  check 
of  State  and  C'oramerce  Department  officials  as  well  as  several  fore^ 
embassies  has  proven  how  naive  the  Department  is  in  asking  for 
voluntary  restraints.  The  world  is  in  a  beef  surplus  position.  It  is 
the  declared  policy  of  Argentina,  Australia,  and  Mexico  to  step  up 
their  exports  mto  this  country.  This  can  work  only  to  the  detrimenl 
of  our  own  livesto<'.k  industry,  and  is  proof  of  the  futility  of  the 
Department's  vohmtnry  restraint  proposal. 

Equally  disturbing,  Mr.  Chairman,  has  been  the  action  of  tlie 
USDA  to  continually  reverse  its  position  on  the  peanut  prt^am, 
despite  the  impressive  efforts  of  the  producers  to  find  a  compromij* 
position  with  the  Department.  If  changes  are  necessary,  the  Depart- 
ment of  Agriculture  must  realize  they  cannot  make  those  changes 
unilaterally,  without  the  (..'ongress. 

Mr.  Chairman,  1  have  built  this  case  on  the  administration's  pa.*t 
action  for  one  reason,  to  illustrate  the  imperative  need  for  Congress 
to  formulate  a  strong,  positive  farm  program.  The  administration's 
reaction  to  the  present  farm  situation  has  been  to  say,  let  us  wait  and 
give  the  present  program  time  to  work.  We  cannot  adopt  the  adminl'^ 
tration's  just  wait  attitude. 

As  elected  represrnlnlives,  we,  in  Congress,  we  who  represent  the 
people,  can  see  that  this  present  program's  administration  is 
inadequate.  We  do  not  have  to  just  wait  until  our  fanners  are  in  > 
breadline  waiting  for  imported  $2  a  loaf  bread  and  our  consumers  are 
wishing  for  the  good  old  days  when  food  prices  only  went  up  15  per- 
cent. We  .should  be  able  to  act  to  protect  the  food  and  fiber  productive 
capacity  of  this  country. 

We  have  a  good  chance  to  formulate  the  proper  l(^slation.  The 
farmei"s  and  consumers  are  beginning  to  work  together.  The  Washii^- 
ton  Post  has  editorialized:  "Pixtducei's  and  consumers  together  have 
the  strongest  interest  in  a  compromise.  It  would  mean  a  level  of  Federal 
piice  suppoi-ts  high  enough  to  insure  farmers  profitable  operation  at 
the  high  volumes  that  the  Nation  needs." 

And  this  committee  has  initiated  the  proper  action  with  these 
hearings.  The  only  missing  link  is  the  administration,  and  the  Congress 
must  realize  this  and  redouble  its  effort  to  pass  legislation  strong 
to  compensate  for  this  fact. 

Mr.  ('hrtirman,  the  legislation  nnist  include  substantially  higher 
target  prices  and  higher  loan  values.  In  no  ca.se  should  the  tai^et  price 
be  below  the  cost  of  production.  The  loan  must  be  of  sufficient  duration 
to  enable  the  fanner  to  properlv  store  liis  commodities  and  effectively 
smooth  out  the  b<»om-bust  cycles. 
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The  loan  also  must  be  hijfh  enough  to  serve  as  adequate  collateral 
for  the  next  year's  financing.  This  committee  has  received  many 
suB:gestions  from  producers  as  to  the  exact  tai^et  prices  and  ioaa 
values.  I  want  to  study  these  reconimeadations  carefuilv  a.s  I'm  sure 
the  committee  does,  before  actual  dollar  values  are  set-  tn  any  event, 
I  strongly  surest  that  the  escalator  clause  be  in  effect  for  the  1975 
crop  year.  Today's  rising  costs  are  much  too  volatile  to  rely  on  constant 
numbers  for  proper  income  protection. 

I  would  urge  this  committee  to  closely  review  the  beef  import 
figures  of  the  USDA,  as  well  as  to  study  carefully  the  various  beef 
import  restrictions  and  labeling  requireraents  that  have  been  proposed. 

I  u^e  tJie  committee  to  oppose  the  efforts  of  the  USDA  to  terminat 
the  honey  and  soybean  loan  programs.  These  programs  must  remain  in 
effect  as  insurance  against  the  challenges  of  tomorrow. 

I  would  also  ui^e  the  committee  to  guard  against  actions  of  the 
Department,  such  as  holding  excess  stocks  from  the  market  to  destroy 
the  peanut  program.  In  addition,  we  must  not  allow  the  USDA  to  set 
national  allotments  so  low  as  to  prevent  effective  utilisation  of  th© 
disaster  relief  provisions  of  the  present  farm  program. 

I  strongly  urge  the  committee  to  carefully  review  the  administra- 
tion's implementation  of  the  disaster  provisions,  and  suggest  that  they 
be  strengthened,  to  avoid  the  pennisave  malfeasance  of  the  USDA. 
To  this  end,  I  would  suggest  that  a  quick  shift  to  the  Federal  crop 
ins;irance  program  at  this  time  would  not  be  wise,  and  such  a  proposal 
must  be  carefullj'  considered  in  detail  before  being  phased  in. 

I  would  hope  that  the  committee  would  favorably  consider  Senator 
Humphrey's  proposal  to  raise  milk  support  prices  to  90  percent  of 
parity,  a  measure  I  am  pleased  to  cosponsor. 

Mr.  Chairman,  our  food  and  fiber  productive  system  is  in  serious 
economic  straits.  A  strong  farm  program  is  necessary  if  our  consumers 
are  to  expect  relief  from  rapidly  escalating  supermarket  prices.  It  is 
obvious  from  past  actions  and  current  remarks  of  the  administration, 
that  the  Congress  must  formulate  a  farm  policy  strong  enough  to 
overcome  administrative  disinterest.  I  ui^e  j-ou  to  be  firm  in  your 
legislative  proceedings  and  pledge  my  support  for  substantial  changes 
in  the  1973  act.  It  is  an  absolute  necessity  that  the  Congress  act  tO> 
protect  our  basic  induslrj'  from  economic  collapse. 

Senator  McGover.v.  Senator  Bentsen,  we  are  all  very  much 
concerned  about  the  livestock  crisis  that  I  know  has  hit  tlie  State 
of  Texas  as  it  has  South  Dakota  and  other  parts  of  the  country. 

One  of  the  proposals  that  is  before  the  committee  now  is  a  provi- 
sion that  would  provide  substantial  purchases  by  the  Federal  Gov-' 
emment  to  move  in  and  take  off  some  of  the  surplus  numbers  of 
cattle  that  we  have  in  the  country,  fffocess  and  can  the  beef  and  use 
it  in  our  food  assistance  programs,  the  school  lunch  program,  and 
also  in  some  of  our  overseas  efforts.  I  think  it  is  clear  that  may  not 
h?,  the  most  efficient  way  to  feed  hungry  people,  but  meat  is  what  we 
have  in  surplus  at  the  moment.  It  is  also  one  of  the  most  serious- 
parts  of  the  agricultural  crisis. 

IIow  would  you  react  to  a  proposal  of  that  kind,  without  getting 
into  the  details? 

-Senator  Bentsen,  Well,  the  general  objective  I  think  would  be 
goo<l,  ^Ir.  Chairman.  I  think  you  are  going  to  have  to  be  able  to  take 
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Bome  of  the  surplus  off  and  keep  these  prices  at  a  point  where  people 
can  afford  to  stay  in  business.  If  you  do  not,  we  are  seeing  all  kinds 
of  foreclosures  today.  We  have  a  lot  of  situations  where  banks  have 
mortgages  on  cattle  that  frankly  they  just  know  the  mortgafes  are 
not  good  at  the  present  time.  They  are  riding  along  with  farmers 
and  ranchers  and  trying  to  help  them  stay  in  me  busmess,  but  they 
can  only  do  that  so  long. 

And  finally,  some  of  the  bank  examiners  are  going  to  force  them 
to  foreclose,  and  if  you  put  these  people  out  of  the  business,  then  I 
think  you  are  going  to  see  much  higher  prices  in  the  future,  and  much 
more  dependence  on  foreign  imports. 

I  would  agree  that  this  kind  of  an  emergency  action  would  be 
helpful. 

Senator  McGovbrn.  One  of  the  problems  that  our  livestock 
producers  have  had,  and  particularly  the  feeders  have  had,  is  Uie 
higher  price  of  com,  and  other  feed.  The  Department  of  Agriculture 
ffoated  a  proposal  here  a  few  months  ago  that  may  have  come  to 
your  attention  that  we  change  the  grading  of  beef  to  require  less 
:eeding.  We  would  rely  a  littJe  more  on  grass  and  a  little  leas  on 
com.  I  think  the  Department  presented  it  in  a  very  clumsy  way. 
They  drew  the  criticism  of  some  of  the  consumer  groups  wno  felt 
that  somehow  they  were  trying  to  fobt  a  lower  grade  of  beef  on  the 
consumer  at  the  same  price.  I  do  not  think  that  was  their  intention, 
but  they  did  a  poor  selling  job  on  it.  They  have  kind  of  backed  away 
from  it. 

Are  you  famihar  with  that  issue? 

Senator  Bentsen.  Yes,  I  am,  Mr.  Chairman,  and  frankly  I  have 
always  felt  in  this  country  that  when  we  are  talking  about  feeding 
operations,  that  we  carried  them  on  too  long,  that  we  were  trying 
to  get,  talkii^  about  marbleizing  our  beef  and  tenderizing  it  in  effect, 
by  doing  so.  I  really  believe  that  a  shorter  period  of  time  in  the 
feedlots  is  feasible,  and  I  think  we  are  moving  oack  in  that  direction 
to  a  degree. 

I  think  we  ought  to  look  at  some  of  our  labeling  practices  to  see 
if  we  cannot  do  some  things  there.  It  ought  to  be  explored  by  tjiis 
committee  and  see  Irhat  is  feasible  in  that  regard. 

And  I  will  say  this,  in  this  day  of  cholesterol  and  some  of  us  watching 
our  diets,  a  little  leaner  beef  m^ht  be  helpful. 

Senator  McGovern.  I  think  it  makes  sense  from  the  standpoint  of 
health.  I  think  if  the  consumer  understood  that  all  of  that  fat  and 
marbleing  is  not  necessarily  a  good  break  for  them  health  wise  or 
doliarwise 

Senator  Bentsen.  Well,  one  of  the  things  you  have  to  understand, 
too,  is  you  get  into  grassfed  cattle,  and  you  are  looldng  at  the  fat,  and 
it  has  more  of  a  yellow  cast  to  it,  and  they  think  it  has  to  be  a  real 
white  cast  to  that,  and  that  is  not  necessanly  true. 

But  I  think  the  shortening  up  of  the  feeding  period  is  something  we 
ought  to  try  to  move  to  in  this  country. 

Senator  McGovebn.  Thank  you  very  much,  Senator  Bentsen,  for 
your  statement.  We  are  glad  to  have  it  as  a  part  of  the  record. 

Senator  Bentsen.  Thank  you  very  much. 

Senator  McGovern.  Our  next  witness  is  my  colleague  from  South 
Dakota,  Senator  Abourezk,  who  has  recently  been  named  by  the 
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Democratic  Senators  from  the  Midwest  as  the  chairman  of  our 
conference.  He  is  a  man  with  a  lifetime  of  personal  experience  and 
contact  with  ^ricutture. 

So  we  are  happy  to  welcome  you  to  the  committee,  Senator. 

8TATEHEHT  OF  HON.  JAMES  ABOtlBEZK,  A  V.8.  SENATOB  FKOX 
THE  STATE  OF  SOUTH  DAXOTA 

Senator  Abourezk.  Thank  you,  Mr,  Chairman.  I  appreciate  this 
opportunity  to  appear  before  this  distinguished  committee  as  chair- 
man of  the  Midwest  Conference  of  Democratic  Senators,  conmionly 
called  the  Midwest  Caucus, 

To  save  time  this  morning  I  want  to  submit  a  copy  of  our  form^ 
statement  for  the  hearing  record,  and  I  would  like,  with  the  chair- 
man's permission,  to  briefly  summarize  that  statement. 

For  many  years  the  United  States  had  had  a  great  luxmy.  We  could 
take  food  production  for  granted. 

Now,  that  is  no  longer  true,  and  the  world  is  now  faced  with  ago- 
nizing questions  about  its  ability  to  produce  enough  food  for  all  of 
the  people  today  and  tomorrow.  The  development  of  a  good  food 
policy  for  our  country  may  well  be  the  most  important  issue  before  the 
Congress.  The  direction  of  that  food  policy  may  also  decide  the  fate 
of  the  millions  of  people  who  do  not  have  enough  to  eat  right  now,  and 
the  fate  of  millions  yet  unborn  who  may  go  hungry  in  the  year  2000. 
The  immediate  agricultural  situation  in  our  country  finds  the  live- 
stock industry-  in  a  state  of  tremendous  crisis.  Ranchers  and  dairymen 
are  going  broke,  and  they  badly  need  help.  Other  producers  are  con- 
fronted with  uncertainty  about  the  future,  about  the  level  of  prices 
and  input  costs  later  this  year  and  beyond. 

In  spite  of  these  problems,  the  ^cretary  of  Agriculture  of  the 
United  States  sat  here  in  this  room  yesterday  and  indicated  that  the 
present  administration  is  against  any  major  change  in  target  prices 
m  the  1973  farm  law. 

The  attitude  that  farmers  and  ranchers  can  fend  for  themselves  in  a 
so-called  free  marketplace  to  me  is  a  destructive  attitude.  It  has  put 
farmers,  dairymen,  and  livestock  producers  out  of  business,  and  tnat 
attitude  is  an  outright,  active  gambling  with  the  world's  food  produc- 
tion. I  think  the  people  in  this  room  this  morning  agree  that  America 
cannot  afford  to  gamble  with  that  food  production,  and  we  cannot 
afford  to  twiddle  our  thumbs  waiting  for  the  marketplace  to  take  care 
of  our  food  producers  because  there  will  not  be  any  family  owned  farms 
and  ranches  in  this  country  if  we  wait  much  longer  before  taking  some 
kind  of  action. 

The  following  is  what  the  Midwest  Caucus  has  concluded,  following 
discussion  of  a  g^reat  many  proposals. 

First  of  all,  higher  floor  prices  and  commodity  loan  rates  to  provide 
price  protection  and  to  facilitate  orderly  marketing  of  the  Natioo's 
food  production. 

Emei^ency  measures  to  aid  hvestock  producers,  including  Govern- 
ment purchase  of  livestock  and  meat  products,  which  is  your 
legislation,  Mr.  Chairman,  for  feeding  the  hungry,  and  emergency 
credit  relief  for  endangered  Uvestock  producers. 
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T  might  add  that  I  liavc  a  bill  that  is  nearly  drafted,  I  intend  to 
introduce,  that  will  como  before  this  committee,  providing  for  some 
enu'i^encj'  credit  relief,  because  the  credit  presu  upon  livestock 
producers  ia  now  too  great,  a-s  the  chairmen  is  well  aware. 

Thiifl,  a  national  food  and  fiber  reserve  with  adequate  controls  to 
prevent  reserves  from  bein^  used  to  break  the  market.  The  reserve 
would  be  stored  on  the  fann. 

Fourtli,  a  major  conservation  program  to  help  farmers  in  the  fight 
against  soil  erosion. 

Fifth,  higher  price  s\ipport  levels  for  tlie  Nation's  dairymen. 

Sixth,  expansion  of  the  food  for  peace  program  to  help  feed  the 
world's  hungry. 

Xow,  Mr.  Chairmun,  these  are  general  recommendations  to  this 
c.oinmittec.  Our  formal  statement  is  somewhat  more  specific.  We  are 
simply  urging  the  Senate  Agriculture  Committee  to  stick  to  its  guns, 
to  pr()\ide  fanners  with  reasonable  price  protection.  We  are  arcing 
for  eraei^cncy  action  to  help  the  livestock  indutitry. 

1  might  add  one  other  thing  that  is  not  in  the  statement,  Mr. 
('hairman.  I  notice  that  the  Secretary'  of  Agriculture  attacked  the 
Food  Stamp  Program  and  said  that  since  in  his  opinion  it  was  welfare, 
it  ought  to  be  taken  out  of  the  Agriculture  Department,  which  would 
mean  that  it  would  no  longer  be  con3idere<l  along  with  the  agriculture 
bill  each  time  it  comes  up. 

I  think  such  a  move  would  be  disastrous  because  it  would  remove 
the  support  that  we  now  get  from  urban  Senators  and  urban  Congrcs,s- 
men  for  the  total  agricultural  bill,  and  I  think  it  would  be  a  tremendous 
mistake  to  do  so.  1  would  like  to  go  on  record  as  being  very  much 
oi)posed  to  that  concept. 

I  thunk  the  chairman  and  the  members  of  the  committee. 

Senator  McGovern.  Thank  you  very  much,  Senator  Abourezk. 

.fust  «  couple  of  questions. 

1  was  impressed  nHth  tlie  recommendations  that  you  bring  from  the 
inidwesi  caucus.  In  addition  to  those  that  vou  have  mentioned,  what 
would  be  your  own  personal  reaction  to  this  committee  giving  serious 
ronsidenition  of  putting  some  kind  of  a  price  floor  under  livestock? 

I  do  not  mean  ne<^essarily  a  price  support  loan  level  or  anything 
of  that  kind.  I  think  Secretary  Butz  niisundorstood  yest#rday  when 
I  put  the  question  to  him.  What  I  am  talking  about  is  something  aloi^c 
the  line  of  a  target  price  concept  whert^  if  the  price  fell  below  a  certain 
level  the  Government  would  make  up  the  difference  with  a  direct 
pnvment. 

^'ou  would  probably  have  to  have  some  kind  of  a  cutoff  level  so 
that  it  was  uimod  prinmrily  at  the  modest  size  producer.  But  while  we 
have  always  kind  of  been  leery  of  that  approach  in  the  past,  do  you 
think  the  situation  is  suffic.iontiv  serious  that  we  ought  to  at  least 
give  careful  consideration  to  thatt 

Senator  AnovREZK.  Well,  I  guess  the  only  way  I  can  respond  to 
that,  Mr.  Chairman,  is  that  while  I  was  in  South  Dakota  recently, 
and  1  think  vou  were  a  witness  to  the  same  thing  I  was,  tmo  of  the 
former  presidents  of  the  South  Dakota  livestock  Growers  Association 
mafle  an  effort  in  some  testimony  he  was  presenting  to  compare  the 
livcstor^k  producer  with  the  minimum  wage  earner,  and  his  sentiment 
was — and  it  was  an  incredible  statement  from  somebody  representative 
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of  the  livestock  producers  but  there  who  have  traditionally  been  bp- 
posod  to  any  Government  subsidj-  or  floor  under  livestock  prices — and 
he  Hflid  that  the  livestock  men  ought  to  have  a  minimum  wage  as  weH, 

I  think  that  indicates  that  the  sentiment  in  our  State  of  South 
Dakota  is  growing  much  stroi^r  among  livestock  producers  that 
tliere  ought  to  be  some  kind  of  floor  price  under  cattle  to  avoid  what 
has  happened  in  the  last  year  and  a  half. 

I  am  not  sure  that  nationwide — that  that  sentiment  has  totally 
arrived  yet  so  that  there  is  a  consensus  or  a  majority,  but  I  think  it  in 
rapidly  approa«hing  that  point.  I  personally  would  not  want  to 
advocate  such  a  program  imless  it  is  absolutely  needed  to  save  the 
livestock  industry.  But  at  this  time,  if  we  can  get  rid  of  the  surplus 
and  try  to  get  the  livestock  market  back  up  to  where  these  folks  are 
not  going  broke,  I  woiild  be  very  happy  with  that  without  getting 
the  Government  into  the  floor  price  situation. 

Senator  McGovern,  I  think  that  is  right.  If  we  could  get  a  strong 
purchase  program  approved  and  put  this  meat  into  the  food  assistance 
programs  in  a  constructive  way,  that  is  better  than  a  direct  subsidy 
payment  program. 

Senator  ABOURE^tK.  I  might  add,  Mr.  Chairman,  if  I  might — I 
guess  I  am  not  telling  you  anything  new,  but  for  the  record,  if 
sometliing  is  not  done  for  the  livestock  producers  around  the  coimtry 
within  the  next  few  weeks,  you  are  going  to  see  many  of  them  selling 
out  and  leaving  the  farm,  and  I  am  very  serious  about  that.  It  is  not 
one  of  the  perennial  threats  that  farmers  give  you.  I  think  it  is  really 
true  because  they  cannot  continue  to  lose  the  money  that  they  are 
doing.  When  that  happens,  I  think  you  are  going  to  see  Safeway  and 
A&P  and  a  few  other  lai^  concerns  bein^  the  only  companies  m  the 
cattle  business,  and  I  do  not  think  that  is  good  for  the  economy,  I 
do  not  think  that  is  good  for  the  consumer.  I  am  just  not  sure  that 
the  country'  could  stand  that. 

I  think  this  surplus  purchase  program  really  is  going  to  save  the 
livestock  market  so  far  as  the  farmer  is  concerned,  and  so  far  as  the 
consumer  is  concerned.  It  is  extremely  important,  and  I  just  want  to 
give  you  one  example. 

I  was  out  in  the  western  part  of  South  Dakota  about  a  week  ago 
in  a  little  town  called  Newell  up  in  the  northwestern  section  of  my 
State,  My  brother's  brother-in-law  is  a  rancher  up  there.  He  has 
ranched  for  25,  .30  years  up  in  that  part  of  the  country.  His  name  is 
\Iickey  Fox,  and  he  is  probably  one  of  the  most  conservative  live- 
st-ock  men  in  the  whole  State  of  South  Dakota,  to  the  point  that  he 
still  uses  horses  rather  than  buying  a  lot  of  equipment  to  operate  bis 
place. 

He  uses  horses  to  pull  his  equipment  around,  what  little  he  has,  and 
he  has  always  worked  very  hard,  as  most  livestock  men  do.  Mickey 
told  me  that  although  his  land  is  paid  for,  his  cattle  are  paid  for,  n» 
owes  no  debts,  and  he  is  not  expanding,  but  he  is  now  having  to  start 
to  borrow  money  to  continue  his  operation.  And  I  think  that  tells 
you  an  awful  lot  about  the  condition  of  the  livestock  industry.  I 
"think  something  has  to  be  done  about  it. 

Senator  McGovbrn.  Thank  you  very  much,  Senator. 

Senator  Dole? 

Senator  Dole.  I  have  no  questions. 
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And  I  do  not  want  to  def^id  the  Secretary,  but  I  think  his  stste- 
Uent  yesterday  was  that  we  should  not  increase  tai^t  and  loon  rates 
to  the  point  where  it  would  artificiallv  stimulate  production,  where 
the  Government  would  end  up  with  t&e  huge  stocks  that  we  had  in 
the  past,  and  I  beheve  that  is  in  the  written  statement.  I  believe  the 
oral  testimony  indicated  a  willingness  to  try  to  work  out  some  middle 
ground  with  the  committee.  Nearly  every  member  of  the  committee 
has  different  views  on  what  that  target  price  should  be,  and  what 
the  loan  level  should  be,  and  I  think  we  all  agree,  in  not  just  the 
Midwest,  that  we  are  going  to  have  to  do  something  about  those 
levels. 

Now,  we  have  the  emergency  hvestock  bill  now  that  Senator 
McGovem  and  I  worked  on  last  year. 

.  Do  you  surest  that  some  of  the  provisions  be  eased  to  make 
Ion  per  term  credit? 

Senator  Abourgzk.  Yes,  Senator  Dole. 

Although  I  do  not  know  what  your  experience  in  Kansas  has  been, 
I  just  returned  from  a  lO-dsy  trip  to  my  State  where  I  talked  to 
hundreds  and  hundreds  of  farmers,  cattlemen,  who  say  that  witii  this 
program  it  is  impossible  to  achiove  any  kind  of  fairness  because  most 
of  the  banks  will  not  loan  the  money,  and  when  they  do,  it  is  at  too 
high  an  interest  rate  to  begin  with.  Even  with  the  guaranteed  aspect 
of  the  loan  which  is  ^uppbsed  to  bring  interest  rates  down  because 
the  interest  rate  is  related  to  the  risk,  banks  still  will  eitiier  not  loan 
or  they  do  it  so  at  a  verj'  high  rate. 

What  I  am  suggesting,  and  what  I  think  is  very  desperately  needed, 
and  I  intend  to  come  back  to  this  committee  to  ask  for  it  more  for- 
mftlly,  is  a  long  term,  at  least  a  20-year  loan  program  at  a  reasonable 
interest  rate,  say  3  to  5  percent  if  possible.  Basically,  we  just  need  a 
better  price ;  but  they  have  got  to  have  something  in  order  to  hang  on  in 
business  long  enough  so  that  thpy  can  wait  for  me  price  to  come  back 
up.  And  if  they  do  not  have  that,  we  are  going  to  empty  out  every 
small  farm  in  the  country,  not  just  South  Dakota,  but  Kansas, 
Arkansas,  and  North  Dakota,  and  all  around  the  country.  I  just  want 
to  bring  all  of  the  members  of  the  committee  in  here  so  they  feel  the 
same  emergency  I  do. 

Senator  Dole.  That  is  all  I  have. 

Senator  McGovern.  Senator  Younfc? 

Senator  Youno.  I  think  really  the  important  point  is  the  need  for 
for  adequate  credit  and  at  lower  rates  of  mterest.  These  loans  you 
speak  of  draw  about  lO-percent  interest;  they  are  made  by  the  local 
bank  and  up  to  80  percent  of  the  loan  is  guaranteed.  Most  cattlemen 
cannot  afford  to  pay  these  high  interest  rates.  That  is  the  problem. 

There  is  another  very  serious  situation  that  could  affect  the  cattle 
industry.  I  understand  the  best  cattle  in  Australia  now  are  only 
selling  for  about  $7  a  hundred.  If  they  ease  up  on  these  import  quotas 
it  would  really  wreck  our  cattle  prices.  The  low  price  in  Australia  is 
due  largely  to  all  of  the  money  gomg  to  the  Middle  East  for  oil  now. 
As  a  result,  the  food  importmg  countries  would  rather  buy  wheat. 
They  can  buy  a  bushel  of  wheat  for  $4  or  $5  and  it  will  go  much  further 
than  buying  cattle  for  food  for  thin  people. 

Senator  Aboubezk.  That  is  true.  I  must  wonder  if  I  might  ask  the 
Senator  from  North  Dakota,  are  your  cattle  people  feeling  the  same 
credit  pinch  up  there  that  ours  are  in  South  Dakota? 
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Senator  Young.  Yes,  they  are,  very  much  bo. 

Many  of  the  younger  ones  will  probably  go  broke  and  be  forced  oat 
of  businesa. 

STATEMENT  OF  KOS.  SALE  SUUPEKS,  A  U.S.  SENATOB  FROK  THE 
STATE  OF  ABKAKSAS 

Senator  Bdhfers.  Mr.  Chairman,  I  come  to  talk  about  rice,  but 
I  would  like  to  inject  myself  into  this  livestock  discussion  because  it 
is  not  quite  of  equal  importance  in  dollars,  but  certainly  it  is  important. 

I  sold  a  &ne  nerd  of  registered  Angus  to  get  the  money  to  run  for 
Governor,  and  I  wished  many  times  I  hao  my  Angus  back,  until 
recently,  but  I  would  like  to  echo  what  my  distinguished  colleague 
from  South  Dakota  has  just  said  about  credit.  We  have  a  lai^ 
number  of  small  Ltvestock  farmers  in  Arkansas,  and  I  am  one  who, 
I  certainly  hope,  during  my  tenure  here  will  pay  more  than  hp  sravice 
to  the  protection  of  the  small  farmer  and  the  small  businessman.  But 

can  tell  you  in  my  hometown  of  Charleston,  population  1,500,  and 
the  surrounding  area,  a  large  number  of  fine,  longtime  cattle  farmers 
are  going  to  be  wiped  out  this  year.  They  have  himg  on  and  hung  on 
and  they  just  simply  are  at  their  ropes'  end  creditwise.  They  cannot 
afford  to  stay. 

I  am  constantly — and  I  know  that  every  Senator  around  this  table 
is  always  confronted  with  the  same  thmg — I  have  to  promote  soybean 
prices  in  my  State  and  simultaneously  tell  farmers  that  grain  prices 
are  too  high.  It  is  a  very  tight  rope  for  any  Senator  who  has  a  sub- 
stantial amount  of  both  to  do. 

But  I  would  like  to  stay  in  close  touch  with  this  committee  and 
any  l^jslation  you  propose  to  alleviate  the  problems  of  these  people. 
I  am  not  sure  what  he  said  about  credit,  but  I  am  for  it  if  it  will  allevi- 
ate credit  for  livestock  fanners  because  they  are  going  to  be  wiped 
out,  and  I  see  the  big  farmers  moving  in  to  fill  this  void. 

Senator  McGovbkn,  Senator  Bumpers  and  Senator  Abourezk,  I 
think  one  of  the  reasons  why  the  emergency  livestock  credit  lull 
that  we  passed  last  year  was  not  more  lenient  is  that,  at  that  time, 
there  was  the  feeling  that  we  were  going  to  come  out  of  this  livestock 
slump  faster  than  has  proved  to  be  the  case.  While  I  never  did  think 
the  program  was  as  strong  as  it  should  be,  if  my  memory  is  right, 
most  of  the  Uvestock  people  who  testified  before  the  committee  at 
that  time  thought  the  bill  was  as  hberal  as  was  needed.  Some  of  them 
thought  it  went  too  far,  and  I  think  what  has  now  happened  is  that 
livestock  people  are  beginning  to  realize  we  are  in  a  slump  that  is  not 
going  to  be  cured  tomorrow,  that  we  may  be  in  it  for  another  year, 
maybe  another  2  years.  No  one  really  knows. 

But  in  anv  event,  a  3-year  repayment  period,  I  am  sure,  is  going 
to  prove  to  De  inadequate.  We  are  already  into  the  second  year,  and 
thp  interest  rates  are  at  the  ceiling,  in  spite  of  the  fact  that  the 
finvemment  is  guaranteeing  80  percent  of  that  loan.  The  evidence 
IS  that  the  banks  are  not  givmg  the  borrower  any  kind  of  a  break. 

I  have  always  thought  one  of  the  reasons  you  charge  interest  rates 
is  that  you  take  a  certain  amoimt  of  risk,  but  when  the  Government 
eliminates  that  risk,  the  interest  rate  ought  to  come  down  a  little 
bit.  I  think  Senator  Dole  will  bear  me  out  on  this  because  he  and  I 


,y  Google 


i20B 

were  the  pnnci])al  authors  of  that  bill,  that  we  were  goinj;  about  as 
far  as  the  livestock  spokesmen  asked  us  to  go  at  that  time.  Is  that 
not  correct? 

Senator  Dole.  In  fact  the  people  in  nij'  State  were  opposed  to  it 
altogether. 

Senator  Bumpers.  Mr.  Chairman,  do  you  know — and  I  have  not 
had  II  chance  to  check  this  recent!y^-do  you  know  what  the  cattle 
inventory  in  the  country  is  right  now,  a-s  compared  to  a  ye^  ago? 

Senator  Dole.  It  is  down  26  percent.  Feedlot  placement  is  down 
26  percent. 

Senator  Bumpeks.  I  am  not  talking  about  just  feedlots. 

Senator  McGovern.  It  is  131  million.  That  compares  with  127  mil- 
lion la.st  year,  up  to  131  million  thig  year. 

Senator  Bumpers.  That  does  not  tode  well  for  the  future.  You  say 
it  was  127  million,  and  131  million  now? 

Senator  McGovbbn.  Yes. 

Senator  Abourezk.  Mr.  Chairman,  Senator  Symington  of  Missouri, 
a  member  of  our  caur;us,  has  asked  me  to  insert  a  separate  and  more 
detailed  statement  on  his  behalf,  which  I  would  like  to  do  at  this  time. 

Senator  McGovern.  Without  objection,  that  will  be  made  a  part 
of  the  record.  Thank  you  veiy  much  for  your  statement. 

[The  prepared  statement  of  Senator  Abourezk  follows:] 

STATKMt^NT  OF  Hon.  J.tMKH  .Ahoobbik,  a  U.S.  Sknator  From  the  State  of 
South  Dakota 

Mr.  ChniriDiin,  1  Hppreciiit«  thi«  opportunity  to  app<?ar  before  this  di-itinguUbed 
Ciininiitti.'t'  ns  Chairni.in  of  the  Midwest  Cunfcrence  of  Ueniocratic  Senators, 
coimiKinly  called  the  Midwest  Caucus. 

As  you  know,  the  Midwest  C.iucua  includen  Democrntic  Senators  from  the 
Ktatm  <if  Colorudo,  Illinois,  Indianti,  lown,  Michigan,  Minn«»otB,  Missouri, 
.^'orth  Dakota,  Ohio,  South  Uukotu,  and  Wii^consin.  Vie  have  worked  together 
in  recent  weeks  tu  formuliit^  a  unified  stutid  on  the  iigricultural  situation,  and  my 
testimony  today  is  a  result  of  that  concensus. 

Fi>r  rnuny  years,  the  United  States  hna  had  a  great  luxury.  We  eould  take  food 
prnductlnn  for  granted. 

That  is  no  longer  true,  and  the  world  is  now  faced  with  agonizing  qiwetion-'' 


important  issue  before  fte  Congress.  And  the  direction  of  that  food  policy  msv 
also  decide  the  fate  of  the  millions  of  people  who  do  not  have  enough  to  eat  right 
now,  and  the  fate  of  the  millions  vet  unlmni  who  niav  go  hungry  in  the  year 
2000. 

The  immediate  agriculture  situation  in  this  countr.v  finds  the  livestock  industry 
In  a  state  of  crisi.^.  Ranchors  and  dairymen  are  going  broke,  and  they  badly 
need  help.  Other  producers  nre  confronted  with  uncertainty  about  the  future. 
about  the  level  of  prices  and  input  costs  later  this  year  and  beyond. 

This  teHtimony  offers  our  general  feelings  about  current  agricultural  issues 
and  what  we  te<'l  should  be  done  to  assure  o  l)auntiful  supply  of  food  for  con- 
sumers nt  fair  prices  at  l)oth  the  production  and  the  retail  end  of^the  food  industry. 

1  cannot,  of  course,  speak  for  the  members  of  the  Caucua  on  specific  proposals 
because  of  the  variance  in  agriculture  among  our  states.  However,  this  t«8tiinony 
is  meant  as  a  general  overview  of  the  Caucus  members'  discussion  of  current 
agricultural  issues. 

We  offer  these  recommendations: 

THB  UVESTOCK  INDUBTRV EUKRORNCY  HELP  KKEDEP  DEfiPEBATELIT 

The  faet  is  that  the  livestock  industry  in  our  cminlry  is  in  very,  very  serious 
trouble.  Many  producers  with  smaller  ranehea  have  alrejidy  gone  out  of  business 
because  of  disactniusly  low  market  prices.  And  thousands  more  are  teetering  on 
the  brink  of  bankruptcy. 
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Ill  1974,  the  Uoited  States  had  127.7  million  head  of  cattle.  By  January  I,  187», 
thui  number  bad  ri^en  by  over  four  million,  to  131.8  million.  But  at  the  swne  time 
the  total  number  tif  catUe  was  rising,  the  value  of  the  livestock  waa  dropping.  In 
fact,  those  127.7  million  head  were  worth  about  S41  billion.  Today,  even  with  the 
iiicri'ase  in  cattle  numbers,  the  value  has  dropped  by  50  per  cent,  to  $20.9  billion. 

That  50-pcr-ccnt  drii[>  in  value  means  a  drastic  cut  in  tne  net  worth  of  livestock 
pniducers.  It  means  their  collateral  for  loans  suddenly  disappeared.  And  it  means 
their  ability  to  get  operating  loans  or  Ions-term  loans  has  vanished.  And,  of 
course,  it  means  their  inotime  is  below  even  the  cost  of  production. 

There  is  no  indui<try  in  this  country  that  could  withstand  this  iiind  of  eeoniMnie 
devastation.  And  there  is  no  reason  (or  the  federal  government  to  stand  idly  by 
while  thousands  of  livestock  producer? — the  people  who  produce  the  meat  for 
our  tables — j?o  broke. 

I  believe  there  is  a  growing  concensus  in  our  nation  that  the  smaller  farmer  or 
rancher  is  a  genuine  a.sset  in  the  production  of  food.  Mmtt  people  don't  want 
anonymous  conglomerates  to  take  over.  They  don't  want  more  economic  power 
placed  in  the  corporate  hands  of  big  chainstores  or  other  middlemen.  I  believe 
th<y  want  a  steady  siippiy  of  high  quality  food  at  prices  that  are  reasonable  birth 
in  the  -uperniorket  and  at  the  producer  level. 

We  in  the  Midwest  Caucus  represent  a  diverse  group  of  people.  Our  staten  vary 
from  rural  to  predominately  urban,  hut  we  all  haVe  among  our  constituants 
fanners  and  ranchers.  Most  of  the  following  proposals  for  tiae  livestock  indutitry 
haw  won  unanimous  supi>ort  frcini  the  Caucus.  Some  of  the  proposals-  are  mors 
ixipiilar  in  heavily  agricultural  states.  Nonetheless,  these  suggi-stions  are  offered 
for  the  consideration  of  this  Conimittee. 

1.  We  support  the  concept  of  a  government  puTCha.se  of  livestock  and  meat 
products  for  feeding  the  hungry.  Thia  approacn  would  help  cull  the  nation's 
lii-cntoi-k  numl)ers  while  at  the  same  time  helping  needy  people. 

2.  We  want  emergency  credit  relief  for  producers  who  are  on  the  \ergt'  of  going 
out  of  business  because  of  the  livestock  crisis.  We  feel  that  long-term,  low-interest 
loans,  tin  an  emergency  basi.-i,  are  fully  justified  and  arc  in  the  interests  of  both 
priidiicem  and  consumers. 

■i.  We  support  restrictions  on  meat  and  dairy  imports  when  domestic  market 
prices  are  low.  We  also  support  better  labeling  of  foreign  meat  and  dairy  products 
and  more  adequate  inspection  .standards  on  impDrted  agricultural  products. 

4.  We  support  impro^'ed  USD.4.  meat  grading  standards  that  will  benefit  con- 
sumers and  producers  alike. 

'>.  We  -"tipport  a  lower  interest  rate  and  a  longer  repayment  period  in  the  Farmers 
Home  Administration's  disaster  loan  program.  This  would  Iw  of  particular  help 
to  ]iroducers  who  suffered  severe  losses  in  the  blizzard  that  swept  across  the  Upper 
Midwest  in  early  Jantiary. 

fi.  We  believe  the  Family  Farm  Anti-trust  Act  is  needed  to  put  more  teeth  in 
the  government's  anti-trtist  laws  and  to  put  an  end  to  monopolies  in  the  food 


T.\BGET  TRICES  AND  LOAM  LEVELS— FARMERS  NEED  MORE  AaSUBANCF. 

.\ccording  to  a  Kan-Jas  City,  Missouri,  Star  editorial  on  February  1,  1975, 
"In  a  ]iragmatic  but  nonetheless  potentially  ominous  turn  of  events,  it  niipenrs 
thai  farmefs  in  the  vast  and  fertile  Middle  \Vest  are  having  second  thoughts  over 
maintaining  full  crop  production  in  197.5." 

Farmers  ore  crying  "wolf"  l«caase  they  are  now  confronted  by  two  wcflves. 
(hi  the  one  side  is  the  wolf  of  falling  grain  prices  and  on  the  other  is  the  wolf  of 
staggeringly  high  production  costs. 

In  addition  to  these  immediate  problems,  farmers  also  face  the  spectre  of  even 
lower  selling  prices  if  they  produce  bumper  crops  this  year. 

The  solution  to  our  fnrm  and  food  production  problems  is  to  provide  producers 
with  enough  price  security  to  stimulate  production  to  an  adequate  level  for  do- 
mestic and  foreign  markets. 

We  should,  therefore,  increase  target  prices  for  wheat  and  feed  grains,  beginning 
with  the  197.')  crop  year,  with  reviaions  each  year  thereafter  for  the  life  of  this 
legislation.  The  target  prices,  or  floor  prices,  should  be  set  at  a  percentage  of 
parity. 
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The  noD-recoune  loan  progrem  is  the  former's  baeio  meana  for  marketing  hit 
crop  in  an  orderly  manner.  It  in  hts  guarantee  that  the  production  of  his  f^m  has 
a  real,  fixed  dollar  value,  and  it  allows  him  to  borrow  in  preparation  for  the  next 
year's  crop. 

CoDtinuation  of  these  loan  programs  at  a  level  near  or  above  the  average  cost 
of  production  should  help  provide  aidequate  production  levels  and  aonte  price 
stability  for  both  producers  and  coneumerB. 

DAIRT  TARllERB — A  DBCUHE  IN  HtJMBEHa  AND  INCOME 


investment. 

That  ia  precisely  why  wo  had  over  722,000  dairy  farmers  in  1969  and  why  we 
have  only  470,000  today.  And  it's  why  milk  cow  numbeis  have  dropped  from 
12.8  million  in  1970  to  11.2  million  now.  And  it's  a  factor  in  the  decline  in  our 
country's  milk  production,  which  has  dropped  from  120  billion  pounds  in  1972 
to  about  115  billion  pounds  in  1974. 

Because  low  income  has  driven  dairy  farmen  out  of  business  and  reduced  our 
national  milk  production  capacity,  we  are  now  faced  with  a  serious  problem.  By 
I9S0,  the  United  States  will  no  longer  be  self-sufficient  in  Tnillr  production  if  toe 
present  trend  continues. 

That  is  testimony  to  the  neglect  of  the  dairy  industry,  and  it  Is  hard  evidence 
that  strong  action  ia  needed  by  CongTeee.  We  can  continue  to  produce  the  milk 
our  country  needs  only  if  we  are  wilDng  to  assure  dairy  fanners  that  their  baid 
work  will  be  rewarded. 

We  can  do  that  by  raising  the  price  support  level  for  milk  to  at  least  90  percent 
of  parity  and  by  adjusting  that  price  quarterly  to  keep  it  current.  Thia  action 
would  say  to  d^rymen,  and  particularly  to  young  people  who  are  either  now  in 
business  or  want  to  own  dairy  farms,  that  the  nation  is  behind  them  and  recognim 
their  importance. 

Let  ua  not  forget  tliat  the  alternative  to  a  reasonable  income  level  for  dairy 
farmers  is  higher  consumer  prices.  And  a  major  dependence  on  foreign  dairy 
imports. 

We  urge  the  Senate  Agriculture  Committee  to  take  action  to  head-off  any 
further  decUne  in  the  dury  industry  and  to  offer  support  to  those  hard-working 
people  who  produce  our  dairy  products  so  faithfully. 

AaRICDLTCRAIi   DiaASTER    ASSISTANCE LET'S    IMPROVE    IT 

The  agricultural  disaster  payment  program  has  proved  to  be  ineffective.  Thete 
are  many  instances  of  farmers  who  have  lost  a  major  portion  <tf  their  crops  but 
who  have  received  little  or  no  disaster  payments.  This  surely  was  not  the  intent 
of  disaster  provisions  in  the  Agriculture  and  Consumer  Protection  Act  of  1973. 

We  recommend  that  deficiencies  in  this  program  be  corrected.  We  urge  tJie 
Committee  to  include  measures  to  quickly  identify  losses  eligible  for  assistance, 
to  establish  adjustment  percentages,  and  to  establish  equitable  treatment  for  lit 
eligible  commodities. 

CONSUMER  COHMODITT  RESERVES — FOOD  AND  FIBER  FOR  THE  rDTUBE 

We  should  establish  a  food  and  fil>er  reserve  to  help  stabiliie  prices  for  both 
farmera  and  coniumera  and  to  meet  domestic  and  foieign  demand. 

The  majority  of  this  reserve,  acquired  when  prices  for  wheat,  feed  E7^i>'^i 
cotton,  and  soybeans  fall  below  target  prices,  should  be  stored  on  the  fum.  These 
stocks  should  be  sold  only  when  prices  are  well  above  parity. 

The  world  is  consuming  almost  as  much  food  as  is  produced.  For  example, 
worid  wheat  consumption  this  year  is  over  13  billion  bushels,  which  is  almost  as 
much  as  was  produced  in  1973-74,  the  record  production  year. 

With  demand  running  this  close  to  production,  it  is  necessary  to  proteot  domes- 
tic and  foreign  consumers  by  saving  in  years  of  excess  production  for  years  when 
weather  and  other  causes  limit  crops  to  levels  below  U.S.  ^nd  world  (Wiand. 

PUBLIC  LAW  UO — POOD  IS  STILL  PEACEFUL 
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The  PL  480  (Food  for  Peace)  Priwrftm  ia  needed  to  help  allevi&te  the  suffering 
of  these  people.  We  ur^  that  funds  for  this  program  be  used  primarily  for  tboM 
countries  listed  on  the  United  Nation's  moet  needy  country  list. 

We  further  urge  that  the  United  States  oanaistently  uae  those  foods  that  are  in 
surplus  supply  such  as  canned  or  frosen  meat  and  non-fat  dry  milk,  for  tfaia 
program. 

rw   MORE   TOAN    ETER 


For  many  years,  the  nation  has  recognized  the  great  need  to  conserve  our  soil 
and  water  resources,  particularly  in  agriculture.  Efforts  have  been  made  to 
improve  farming  practices  and  to  provide  government  incentives  for  erosion 
control  and  other  conservation  practices. 

Yet,  with  the  dollars  spent  and  the  hard  work  put  in  by  American  farmers, 
we  have  won  only  40  percent  of  the  battle.  It  is  estimated  by  the  Department  of 
Agriculture  that  60  percent  of  our  farm  land  IocIes  proper  erosion  control  and 
sustains  topaoii  losses  of  more  than  five  tons  per  acre  each  year. 

Now  that's  a  serious  situation.  But  it  all  became  more  complicated  in  1973 
when  USDA  brought  into  production  another  10  million  acres.  Of  that  total, 
about  3.G  million  acres  was  natural  erasaland  and  400,000  acres  was  forest.  The 
other  five  miUion  acres,  or  so,  was  idle  cropland,  much  of  which  had  been  out  of 
production  since  the   1930's. 

In  spite  of  these  alarming  statistics  and  the  increasing  importance  of  our 
country's  food  production  ability,  the  Administration  wants  to  eliminate  agri- 
CulturiJ  conservation  funds  through  the  Rural  Environmental  Assistance  Pro- 
gram (REAP),  the  profp'am  formerly  known  as  the  Agricultural  Conservation 
Program  (ACP).  Also  eliminated  is  the  Water  Bank  Program,  which  has  been 
aimed  at  preserving  wetlands  for  wildlife. 

We  in  the  Midwest  Caucus  support  the  concept  of  coet>4har{Dg  to  promote 
agricultural  conservation.  We  beheve  farmers  ana  ranchers  have  a  strong  com- 
mitment  toward  conservation,  but  we  also  recogniie  that  many  conservation 
practices  are  costly  and  out  of  the  reach  of  most  producers  unleBs  they  have 
financial  assistance. 

It  !■«  imperative,  we  believe,  that  the  U.S.  Department  of  Agriculture  maintain 
an  on-going  agricultural  conservation  program  baeed  on  the  success  of  the  ACP. 
We  urge  the  Senate  Agriculture  Comimttee  to  stand  firmly  in  favor  of  agricultural 
conservation. 

Our  land  and  water  resources  are  vital  not  only  to  the  penion  working  the  soil 
but  to  consumers  around  the  world. 

I  again  express  the  appreciation  of  the  Midwest  Caucus  for  thia  opportunity 
to  present  our  general  views  on  agriculture.  We  offer  our  encouragement  to  this 
Committee  in  the  difficult  job  of  hammering  out  a  major  piece  of  food  policy 
lemslation. 

Thank  you  very  much. 

{The  statement  of  Senator  Symington  follows :] 


Mr.  Chairman,  certain  facts  and  economic  realities  attract  our  attention  today 
and  reflect  a  pressing  need  to  reconsider  our  farm  and  food  programs. 

The  majority  of  the  people  in  the  United  States  enjoy  the  world's  highest 
standard  of  living. 

More  than  half  of  .the  food  and  feed  grains  and  B0%  of  the  soybeans  traded  in 
the  international  markets  are  produced  by  farmers  in  this  country. 

The  production  wonder  of  our  present  civilization  is  the  fact  that  American 
farmers  represent  only  one-tenth  of  one  per  cent  of  the  world's  population,  yet 
they  provide  food  requirements  for  approximately  22  per  cent  oi  the  world's 
population. 

At  the  same,  however,  too  many  of  our  own  clticens  cannot  afford  the  bounty 
produced  on  our  nation's  farms. 

And  we  have  farmers— efficient  farmers  in  many  cases — who  are  losing  mone;r- 
They  are  losing  money  by  staying  in  business  and  are  receiving  no  return  for  their 
investment  and  effort. 

Since  passage  of  the  1973  Farm  Act,  the  price  of  diesel  fuel  has  increased  92.6 
per  cent  and  the  price  of  nitrogen  fertiliier  155.5  per  cent.  Other  farm  production 
expenses  show  similar  increases. 
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These  inflationary  increasea  in  farm  production  costs  h&ve  rendered  the  loan 
and  target  prices  in  tbe  19731egialatioa  virtually  meaningleae  to  producers. 

Food  and  feed  grain  producers  are  cauebt  between  rising  production  oosts  and 
marlcet  prices  considerably  below  last  foll^  highs.  Livestock  and  dairy  farmen  are 
being  squeezed  between  high  feed  ooats  and  intereBt  rates,  and  lower  cattle  prices. 

Lower  grain  prices  are  caused  in  part  by  the  depressed  cattle  market  and  a 
decline  in  export  markets.  Recent  cancellations  of  contracts  fur  U.S.  grain  by  the 
U.S.S.R.  and  the  People's  Republic  of  China  are  the  most  obvious  examples  of 
the  latter  cause. 

The  January,  1975,  total  value  of  all  U.S.  cattle  was  down  almost  50  per  cent 
from  January,  1974,  even  though  the  number  of  cattle  on  farms  actually  increased 
3  per  cent.  According  to  the  Department  of  Agriculture  there  has  been  a  loss  of 
more  than  $20  billion  in  the  net  worth  of  all  U.S.  cattle  on  the  farm. 

Because  of  this  economic  situation,  we  may  expect  farmers  to  produce  at  less 
than  full  ca|>acity  unless  they  receive  some  assurance  that  they  will  be  able  to 
|iay  the  increased  productiim  costs  and  have  at  least  a  little  left  over. 

The  quickest  way  for  farmers  to  reduce  their  costs  is  to  reduce  the  niimber  of 
ncres  they  plant,  the  number  of  livcBtock  on  hand  and  the  amount;*  of  fertili»er. 
cheniicaLi,  fuel  and  other  production  inputs  they  use.  All  these  reductions  will 
result  in  lower  production  at  a  time  when  more  food  and  liber  is  needed. 

The  Economic  Report  of  the  President,  sent  to  the  Congross  eariier  this  month, 
slalPM  it  clearly:  "The  year-to-year  changes  in  incomes  emphasize  the  increased 
uncertainty  of  earning?,  which  is  itself  a  deterrent  to  additional  investment  and 
production." 

A  reduction  in  agriciilturat  output  will  raise  T>rices  t^i  the  consumer  and  reduce 
the  \'olume  of  our  agricultural  exixirts — some  $21.3  billion  during  fiscal  1074 — 
needed  to  balance  the  outflow  of  dollars  for  oil  imports. 

The  value  of  U.S.  agricultural  production  in  paying  for  our  oil  impnrtii  can  l>e 
jihnwn  by  the  IJSDA  estimates  on  fuel  use  for  crop  production  for  selected 
coninioditics. 

BrLsed  on  1972  averages,  a  gallon  of  fuel  produced  4  busheb;  of  wheat  or  0.3 
bu-hels  of  corn. 

ICven  at  current  crop  prices,  American  fanners  produce  enough  wheat  for  each 
barrel  of  <ii)  used  to  purcnasc  an  additional  00  barrels  and  enough  com  to  purchase 
an  additional  100  barrels,  at  current  world  petroleum  pricen. 

Ill  order  to  stimulate  agricultural  production,  i)n>tect  American  farmers  and 
conHiimers  and  cimfinue  to  ex|n)rt  food  and  fil>er  to  the  rest  of  the  world,  I  urge 
thb"  committee  to  take  favorable  action  on  the  following  proposalu: 

First,  hcmnning  with  the  197.'>  crops  and  revised  each  year  thereafter  for  the 
life  of  this  legislation,  increase  loan  rates  and  targi-t  prices  on  all  commnditim 
included  in  tno  1973  Farm  Act,  to  70  per  cent  loan  and  85  per  cent  target  of 
parity. 

Based  on  prices  paid  by  farmers  in  January,  197.i,  the  target  price  for  com 
would  iie  S2.60  per  bushel  and  the  loan  price  52.06.  The  Kansas  City  cash  price 
for  vellow  com  on  February-  10  wa.s  $2.96  per  bushel,  down  from  a  high  of  83.84 
la."t'tall. 

The  estimated  cost  of  production  for  Mis.souri  farmers,  at  88  bufihels  oT  com 
per  aero,  is  $2.00  per  bushel. 

The  target  price  for  wheat  would  l>c  $3.77  per  bushel  and  the  loan  price  would 
!«■  S3.10.  The  Kansas  City  cash  price  for  wheat  on  February  10  was  $4.06  per 
bushel.  It  sold  an  high  as  $.'>.  1 IH  last  Fall. 

The  estimated  cost  of  production  for  Missouri  fumicrs,  at  30  bushels  per  acre, 
is  UM^i  per  l)uiihel. 

As  shown,  1973  loan  rates  and  target  prices  on  com  and  wheat  would  be  less 
than  present  selling  prices  and  considerably  below  recent  high  prices.  Price 
supportfi  at  these  levels  therefore  would  neittier  cost  the  government  any  money 
nor  increase  prices  Ui  the  consumer  unless  over-production  or  other  market 
dislocations  signilicnntly  lower  prices. 

They  should  provide  producers  with  enough  assurance  on  prices,  however, 
ti)  stimulate  production  to  tm  iidequule  level  for  domestic  and  foreign  markets. 

Bused  on  January  finin  costs,  K.'i  per  cent  of  puritv  tnrgct  prices  for  cotton  would 
lie  Ii4f>  per  pound  and  loan  prices  at  .'i3^  per  [jound.  I'lstimates  of  the  cost  uf  pro- 
duction range  from  43)i  per  pound  according  to  USI).\  to  .")0)i  per  pound  according 
to  Missouri  sources. 

The  present  situation  for  cotton  productirs  is  serious.  Fann  prices  have  dropped 
to  as  low  as  3"i^  [jer  poimd  while  input  costs  have  soared.  Many  Missouri  farmers 
are  nowlieingforccdtoselllheircolion  for  less  than  cost  of  pi'oduction. 
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An  increase  in  target  and  loan  rates  would  raise  tha  price  of  cotton  in  tbe  ufaort 
term.  This  is  nece^^sary,  however,  to  protect  the  cotton  fanner  and  to  maintain  a 
domestic  cotton  industry. 

In  many  arean,  cotton  is  fititi  vital  for  farm  income,  and  nationaUy  for  the  num- 
l)er  of  people  employed  in  production,  proceesinE  and  for  export.  Also  important 
in  this  time  of  petroleum  shortages  is  the  fact  tnat  cotton  cloth  uses  only  2  per 
cent  as  much  fossil  fuel  in  its  production  and  manufacture  as  do  synthetics,  there- 
fore production  and  usen  of  this  natural  fiber  is  a  most  important  energy  saver. 

Second,  establish  a  loan  rate  at  70  per  cent  of  parity  on  soybeans,  l^eginning 
with  the  1975  orop  and  revised  each  yesr  thereafter  for  the  life  of  this  legislation. 

La-st  November,  Secretary  of  Agriculture,  Earl  Butz  announced  euspeneion 
of  the  soyiwan  loan  program,  beginning  with  the  1975  crop  year.  He  justified 
thii4  action  because  soybean  prices  were  high  and  farmers  were  msVing  little 
use  of  the  program. 

A  non-recourse  loan  program  would  provide  soybean  producers  with  an  orderly 
crop  marketing  procedure  and  a  minimum  price  floor. 

Recently,  soybean  prices  have  fluctuated  more  than  other  agricultural  prices. 

Only  laat  October  4,  for  example,  Kansas  City  cash  prioe  for  soybeans  was  S9.2S 
per  bushel.  By  January  20,  the  price  had  fallen  to  $6.55  per  bushd;  a  precipitous 
40  per  cent  decrease. 

It  should  not  be  neoeesary  to  raise  the  spector  of  reduced  production  and  export 
restrictions  to  emphasize  the  importance  of  soybeans  to  our  foreign  trade. 

Continuation  of  the  soybean  loan  program  at  70  per  cent,  which  is  near  average 
cost  of  production,  should  help  assure  adequate  crop  levels  and  provide  some  prioe 
insurance  for  producers. 

Third,  increase  the  support  price  on  millc  to  at  least  85  per  cent  of  parity,  ad- 
ju-sted  quarterly. 

Twenty  years  of  low  milk  prices  have  reduced  the  number  of  dairy  herds  in 
Missouri  from  55,000  in  1955  to  less  than  6,400  today.  If  more  dairy  fartnere  are 
forced  out  of  business,  roillc  inevitably  will  be  in  short  supply  and  more  expensive. 

We  must  also  put  lower  quotas  on  subsidixed  dairy  imports.  Unlimited  European 
export  subsidies  on  their  temporary  surpluses  of  cheese  are  driving  U.S.  producers 
and  processors  out  of  business  and  will  place  American  consumers  at  the  mercy  of 
foreign  producers. 

There  can  be  no  justification  for  allowing  subsidized  foreign  products  to  drive 
American  farmers  into  banlcruptcy. 

Surely  we  are  not  so  shortsighted  as  to  allow  more  dairy  farmers  to  be  forced 
to  sell  their  herds.  Where  would  we  get  a  reliable  supply  of  milk  and  dairy  prod- 
ucts. Twice  in  the  last  12  years  Europe  has  had  to  import  from  us. 

American  consumers  cannot  afford  a  continued  lack  of  an  intelhgent  policy  on 
such  a  vital  food  supply. 

Fourth  is  the  need  for  affirmative  action  to  aid  the  cattle  industry. 

As  further  evidence  of  the  serious  economic  conditions  in  livestock,  the  total 
value  of  MisEouri  cattle  has  decreased  more  than  $1  billion  during  the  past  year, 
even  though  the  number  of  cattle  actually  increased  seven  per  cent. 

This  is  a  catastrophic  financial  loss  for  the  cow-calf  operators  who  make  up  the 
industry  in  Missouri. 

Reduced  meat  import  quotas,  accelerated  government  purchases  of  canned 
meats  for  school  lunch,  commodity  food  and  P.L.  480  programs  and  eicpanded 
emergency  FmHA  loans  to  cattlemen  are  oil  necessary  to  help  producers  survive 
this  emergency. 

Fifth,  establish  a  commodity  food  and  fiber  reserve  to  store  unneeded  surpluses 
from  years  of  excess  production  for  the  years  when  domestic  and  foreign  demand 
exceeds  available  supplies. 

Since  the  Soviet  grain  sale  in  the  summer  of  1972,  agricultural  commodity 
markets  have  fluctuated  wildly.  A  national  reserve  would  help  stabilize  pricts 
for  both  farmers  and  consumers  and  meet  emergency  domestic  and  foreign  needs. 

Two-thirds  of  the  reserve,  acquired  when  prices  lor  wheat,  feed  grains,  cotton 
and  soybean?  fall  below  85  per  cent  of  parity,  should  be  stored  on  farms.  The«e 
stocks  should  only  be  srfd  when  prices  are  at  1 10  per  cent  of  parity  or  higher. 

Reserve  goals  should  be  at  leaf  t  500  million  bushels  of  wneat,  40  million  tons 
of  feed  grains,  4  million  boles  of  cotton  and  150  million  bushels  of  soybeans. 

Sixth  is  the  potential  for  consistently  using  U.S.  surplus  food  commodities  in 
the  P.L.  480  program. 

At  the  pres'ent  time,  there  are  excess  amounts  of  meat  and  dairy  products 
overhanging  the  market.  Many  countries  eligible  for  P.L.  480  aBaistance  could 
benefit  from  canned  meat  and  dry  milk. 
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Present  policy  that  70  per  cent  of  P.L.  480  fvmda  bo  designated  tar  food  aid  to 
moet  needy  countries  should  be  maintained. 

Seventh  is  the  continuation  of  soil  and  water  conservation  prograniB.  These 
programs,  both  ACP  and  SCS  programs  pay  for  themselves  m&n^  times  over. 

Agriculturtd  nm-ofT  is  respoDsible  for  the  majority  of  water  pollution.  If  we  are 
to  meet  national  water  pollution  control  objectives,  it  is  important  to  increase  Mil 
conservation  work. 

The^ie  programs  albo  are  important  in  increasing  production  to  meet  nationil 
goals  fur  increased  food  and  fiber  exports. 

Eighth  is  the  continuation  of  the  Food  Stamp  program,  and  at  no  increaae  in 
prioe  for  the  stamps. 

The  Janu.iry  national  unemployment  rate  was  8. 2  per  cent;  a  total  of  7.5  million 
Americans  looking  for,  but  not  finding,  jobs. 

A  food  -ind  agricultural  policy  fostered  by  the  government  should  not  only  give 
producers  an  opportunity  to  earn  an  adequate  living  but  also  provide  all  people 
in  this  country  and  opportunity  to  share  in  that  production. 

The  Food  Stamp  program  is  the  moat  broadly  based  program  the  government 
h&s  yet  devised  to  accomplish  this  goal. 

An  increase  in  the  cost  could  only  mean  inadequate  diets  for  more  people. 

Ninth  is  the  need  to  strengthen  the  ASCS  County  Committee  system,  Uie  basic 
coordination  between  the  farmer  and  the  federal  government  in  the  administration 
of  the  farm  program. 

In  addition  to  the  crop  production  and  Agricultural  Conservation  Programs, 
ASCS  County  Committees  also  administer  agricultural  disaster  assistance  pn>- 

Sranis.  To  provide  formers  with  assistance  as  quickly  as  possible  after  floods, 
rought  and  other  calamities,  a  vigorous,  competent  and  adequately  staffed 
County  Committee  system  should  be  retained  and  strengthened. 

For  example,  some  counties  are  only  now  being  designated  as  disaster  areas  for 
floods  last  Spring  and  drought  last  Bummer. 

Legidative  action  should  correct  these  deficiencies  in  the  present  disaster 
progriim.  Tliis  action  should  include:  (1)  Measures  to  quickly  identify  losHS 
eligil)le  for  :uHEiiHt&nce,  t2)  establish  adjustment  percentages,  and  (3)  establhh 
eqiiitnble  treatment  for  all  eligible  commodities. 

Tenth,  iirms  and  individuals  who  forward  contract  for  agricultural  commodiUet 
and  for  meat  packers  who  purchase  from  livestock  producers  should  be  bonded. 

Protection  for  farmers  from  financial  irresponsibility  of  brokers  and  packeis 
who  go  bankrupt  is  needed. 

These  ten  steps  will  slrongthon  America's  farm  and  food  programs. 

■With  improved  opportunity  to  cam  a  fuir  and  adequate  return  on  their  in- 
vestment and  effort,  American  farmers  will  continue  to  produce  enough  food  and 
fiber  to  provide  the  American  consumer  with  the  best  food  supply  in  the  world 
and  enough  surplus  for  cash  exports  to  benefit  our  balance  of  payments  and  help 
feed  and  clothe  millions  throughout  the  world. 

At  the  some  time,  we  could  also  help  feed  the  poor,  the  imemployed,  the  aged 
and  the  underfed  in  this  country. 

Vi'e  can  accomplish  oU  of  these  goals  by  a  concerted  and  coordinated  system  of 
farm  and  food  programs. 

Senator  McGovebn.  Without  objection,  the  statement  filed  by 
Senator  John  L.  McCleUan  will  be  inserted  in  the  record  at  this 
point. 

[The  statement  of  Senator  McCleUan  follows:] 
Statement  or  Hon.  John  L.  McClellan,  A  U.S.  Senatob  Fboh  tbe  Statk  or 
AitKANaAS 

Mr.  Chiurman,  I  appreciate  this  opportunity  to  submit  a  brief  statement  to 
your  committee  concerning  the  rice  program. 

In  the  93d  Congress,  I  introduced  S.  4121  the  "Rice  Act  of  1974,"  whloh  WOtdd 
have  applied  the  target  price  concept  to  the  rice  program  for  the  197S~77  ana 
years.  The  biU  would  have  brought  rice  under  lepalation  Bimllar  to  that  ertalMMi 
for  wheat,  feed  grains  and  cotton  in  the  "Agriculture  and  f"™ ■'■■'"  ^HtMAMl 
Act  of  1973."  Among  the  goals  of  the  "Rice  Act  o'  '<"'•"  j*»V1^^ 

market-oriented  policy  benefiting  domestic  users  of  r  -wa^ 

tives  to  the  rice  industry  to  make  a  greater  contribi'"'"  ""'** 

through  increased  production  and  exports;  anc* 
fluence,  a  measure  of  protection  for  the  far'  ■«    "^ 
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this  committee  ta\d  favorably  reported  to  the  Senate  in  the  cloaing  days  of  the  93d 
Congrt^es  when  little  time  remained  for  its  passage.  I  wish  to  express  my  ap- 
preciation for  the  committee's  actiona. 

Some  aspecta  of  the  program  proposed  in  3.  4121,  however,  did  not  have  ths 
endorsement  of  the  entire  rice  industry.  It  is  my  understanding  tliat  eSorte  an 
now  underway  within  the  industry  to  reach  some  accommodation — some  mutual 
agreement — on  rice  legislation  wtiich  will  be  beneficial  and  acceptable  to  all  rioa 
producing  stat«s  and  cJI  segments  of  the  rice  industry.  For  tUs  reason,  in  an  effort 
to  allow  adequate  opportunity  for  the  parties  to  confer,  I  have  not  reintroduced 
the  Rice  Act.  However,  I  nope  that  new  legislation  which  comes  before  tha 
Committee  and  represents  Bubstantial  adherence  to  the  objectives  of  the  Bioe 
Act  of  1974  will  receive  the  same  prompt  consideration  as  did  8.  4121. 

Because  the  need  for  amendlne  the  present  program  continues  and  because 
the  Committees  on  Agriculture  of  both  Houses  of  the  Congress  have,  by  reporting 
out  the  Rice  Act  of  1974,  indicated  their  willingness  to  make  needed  cnan^, 
I  wish  to  make  some  general  comments  on  modification  of  present  rice  legislatLon. 
On  October  10,  1974  when  I  introduced  S.  4121,  I  stated  that  I  wished  to  be 
associated  with  the  "desirable  goals  and  objectives  of  the  new  rice  program" 
proposed  in  that  bill.  I  wish  to  continue  to  associate  myself  with  those  goals 
and  objectives  t«  which  I  have  already  made  r^erence.  However,  I  hope  tJiat  we 
can  approach  new  proposals  for  rice  legislation  in  a  spirit  of  accommodation, 
taking  into  account  the  great  variety  of  interests  involved,  without  sacrificing 
too  much  of  those  desirable  provisions  of  S.  4121  which  received  broad  support 
and  such  prompt  and  favorable  action  in  this  Committee. 

As  in  S.  4121,  the  keystone  of  new  rice  legislation  should  be  stability..  Present 
law  has  permitted  the  Secretaiy  of  Agriculture  to  vary  rice  production  acieagee 
between  1.65  and  2.4  million.  Such  fluctuations  have  not  contributed  to  the  sta- 
bility of  the  rice  industry,  either  as  producer  or  supplier.  New  legidation  should 
contain  set  acreage  for  as  long  a  period  as  may  be  practicable.  This  would  remove 
one  of  the  variables  that  has  impaired  the  ability  of  the  U.S.  rice  industry  to 
maintain  the  reputation  as  a  reliable  supplier  to  tbs  world  maricet.  Theee  a/ireage 
fluctuations  have  prevented  long  ranae  planned  by  cooperators  who  do  not  know 
from  one  year  to  the  next  how  much  rice  they  will  be  able  to  grow.  Increased 
milling  capacity  is  necessary  to  the  expansion  of  rice  production;  but,  under 
present  law,  millets  cannot  make  the  heavy  capital  plant  investment  without 
some  greato'  aesuranoe  than  they  now  have  that  such  new  capacity  can  be  used. 

The  conditions  for  Imposing  marketing  quotas  should  be  liberalized.  After 
imposition  of  marketing  quotas  under  the  present  program,  the  new  grower  is 
prevented  from  growing  rice — often  ^ter  considerable  initial  expenditure  to  com- 
mence production.  New  legislation  should  also  take  into  account  the  important 
fact  that  certain  areas  of  the  country  ore  better  suited  to  the  efficient  production  of 
rice  than  others,  and  that  expansion  of  the  rice  industry  into  these  areas  wfll 
benefit  domestic  users  and  improve  the  competitive  position  of  U.S.  rice  in  the 
world  market.  Measured  eipanaionj  which  can  help  keep  production  in  line  with 
an  expanding  domestic  and  international  market  without  destroying  tlie  inoentives 
for  production,  can  contribute  greatly  to  the  stability  and  growth  of  the  rice 
industry. 

I  want  to  emphasize  that  the  need  for  change  and  improvement  in  present  rice 
law  continues.  An  expanding  overseas  market,  where  over  60  per  cent  of  our  rice  is 
presently  sold,  provides  an  opportunity  that  should  be  seized  and  indications  are 
that  now  is  the  opportune  time  to  do  so.  If  present  efforts  to  effect  a  compromise 
between  the  parties  interested  in  rice  legislation  have  the  effect  of  facilitating 
prompt  enactment  of  a  new  rice  program  with  the  goals  and  objectives  I  have  out- 
lined here,  the  delay  in  introducmg  a  new  rice  bill  will  have  been  worth  while. 

Thank  you,  Mr.  Chairman. 

Senator  McQotern.  Senator  Bumpers,  Te  will  nov  be  happy  to 
have  your  statement. 

Senator  Yodnq.  Mr.  Chairman,  when  you  have  heard  Senator 
Bumpers,  Governor  Arthur  T-'"fc"  is  here  and  would  like  to  make  a 
statement. 

Senator  Bdmfebs.  He  sure  is,  and  a  fine  Qovemor  he  ia. 
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Senator  McGovebx.  Before  you  start,  Senator  Bumpers,  Senator 
Abourezk  referred  to  Secretary  Butz'  statement  on  the  administra- 
tion's position  on  changing  the  tai^t  price  and  loan  level  yesterday. 

I  have  read  it  several  times,  and  I  find  it  a  confusing  statement,  and 
I  would  like  to  ask  the  staff  if  we  could  take  that  paragraph  out  of 
the  Seeretojy's  statement  and  ask  him  to  explain  what  it  means.  Let 
nie  just  read  it. 

Specifically,  this  administration  opposes  amnndments  to  the  present  targpt 
price  na  loan  levels  of  the  Agriculture  and  Consumer  Protection  Act  of  1973, 
which  would  artificially  stimulate  production  nnd  agnin  lead  tfl  Govenunent 
ownership  of  feed  grains,  cotton,  and  wheat,  and  a  return  to  potentially  exce!UM^t> 
direct  payments. 

It  is  not  clear  to  me  whether  the  Secretary  is  saying  that  tliw  are 
opposed  to  any  change,  any  amendments  in  the  target  price  and  loan 
levels  because  they  are  already  convinced  that  such  a  change  would 
stimulate  production  and  surplus  Government  stocks,  or  whether 
he  is  saying  in  effect  he  would  not  be  opposed  to  these  changes  if  they 
did  not  increase  or  stimulate  production,  and  I  think  we  ought  to  get  a 
clarification  on  that  statement  because  it  can  be  read  eit£er  way,  as 
I  see  it.  Maybe  that  was  intended. 

Senator  Dole.  I  do  not  surest  that  ia  what  they  had  in  mind,  but 
m^'be  he  has  been  talking  to  Henry  Kissinger. 

Senator  McGovehn.  In  any  event,  I  do  think  we  ought  to  send  that 
paragraph  down  and  ask  that  the  Secretary  explain  what  it  means. 

Senator  Buhferb.  After  I  watched  the  news  last  night,  I  thought 
there  would  be  blood  all  over  the  table  when  I  got  here  today. 

Senator  McGoverk.  Senator  Bumpers,  you  may  proceed. 

STTATEMENT  OF  HON.  DALE  BUMPERS,  A  U.S.  SENATOR  ISOK  THE 

STATE  OP  AREAHSAS— Resumed 

Senator  Bumpers.  I  have  a  comment  here,  Mr.  Chiurman,  which — 
I  am  not  charging  the  Secretary  with  anything.  I  am  sayin"  that  thwe 
is  a  little  ambivalence  about  one  of  his  attitudes  about  rice,  wliich  I 
will  come  to  in  just  a  minute. 

I  wanted  to  say  that  Arkansas  is  the  laj^est  rice-producing  State  in 
the  country-.  In  197:1  we  produced  over  22,579,000  hundredweight, 
an<l  in  1974  despite  disastrous  weather  conditions  our  production 
exceeded  ;S4,352,000  hundredweight,  leading  the  Nation  which,  as  a 
whole,  had  a  record  year.  Wc  want  to  produce  even  more  rice,  but  we 
need  the  encouragement  and  stability  that  come  from  suspended 
marketing  quotas,  an  established  target  price,  and  incrcaseu  allot- 
incitts  to  do  it. 

I  want  to  just  address  the  issue  of  increased  allotmvntfi.  This  year's 
total  allotment  is  1,803,916  acre.s.  This  represents  a  decrease  from 
the  2.1-million-acre  allotment  in  1974.  Arkansas'  allotment  detxeased 
from  507,047  acres  to  435,300  acies.  Clearly,  the  Secretary  eitlM?r 
foresees  a  surplus  of  rice  tliis  year  or  is  trying  to  give  that  impression 
tance  the  allotment  itself  is  figured  on  the  basis  of  domestic  juid  for- 
eign needs,  plus  a  carryover  percentage. 

And  yet,  the  Secretary  has  suspended  marketing  quotas  at  the 
same  time  which  in  turn  opens  the  door  for  rice  production  well  in 
excess  of  allotment  acreage,  and  with  the  price  of  rice  still  relatively 
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favorable,  we  can  anticipate  more  and  more  farmers  across  the  Nation 
planting  rice  even  without  the  security  of  a  loan  price. 

Perhaps  with  the  reduced  allotment,  the  Secretarj-  is  signaling  the 
rice  growers  that  surpluses  this  year  may  drive  the  price  further 
down,  but  by  suspendmg  quotas  he  is  doing  anything  but  thwarting 
excessive  rice  prouuction;  rather  he  is  encouraging  it.  So  long  as  the 
price  of  rice  assures  Arkansas  farmers  a  reasonable  profit,  plantings 
will  exceed  allotments.  But  I  urge  this  committee  to  consider  legis- 
lation that  has  a  minimum  2-minion-acre  allotment  as  a  sign  to  the 
rice  growers  that  Congress  encourages  more  rice  production  for 
domestic  and  foreign  consumption  rather  than  less. 

Farming,  like  any  other  business,  needs  the  twin  incentives  of 
competition  and  growth.  Our  traditional  growers  have  done  a  great 
job  and  served  the  countn,"  well,  but  we  should  not  completely  shut 
out  new  growers.  We  know  we  will  ultimately  need  them. 

I  further  endorse  a  target  price  for  rice  to  protect  the  farmer's 
production  costs.  Last  year,  S8  per  hundredweight  was  proposed  as 
part  of  Senator  McClellan's  S.  4121 . 1  would  not  recommend  a  specific 
figure,  but  1  endorse  the  concept  that  there  be  some  protection  for 
production  costs  and  strongly  urge  that  the  target  pnce  which  ha.s 
served  other  grain  crops  so  well  be  apjdied  to  rice.  As  an  added  feature, 
I  would  surest  that  the  tai^et  price  keep  pace  with  the  economy — 
that  is,  that  an  escalator  feature  be  built  into  it,  and  that  the  loan 
price  bear  a  percentage  relationship  to  the  target  price.  The  loan 
price  should  not  be  so  high  that  it  becomes  a  price  support  in  itself 
and  encourages  defaults  with  the  CCC,  but  it  should  be  sufficient  to 
provide  the  loans  essential  for  next  year's  rice  crop. 

The  main  detractors  of  expanded  production  assume  this  stimce 
because  they  fear  a  depressed  price  which  surplus  supplies  would 
bring.  In  my  opinion,  tneir  fears  are  unjustified.  The  mtemational 
market  for  rice  is  growing  and — let's  face  it — agriculture  is  saving 
this  country  from  a  massive  balance-of-payments  deficit.  Last  year  we 
had  a  trade  deficit,  but  only  because  of  the  exorbitant  OPEC  price 
for  petroleum  products.  Despite  the  catastrophic  impact  of  oil  prices, 
our  agricultural  exports  for  calendar  year  1974  increa.sed  to  $21.3 
billion.  I  believe  this  was  an  increase  from  about  $12  billion  in  1973. 

I  might  add  that  last  ye&T  the  United  States  exported  a  total  of  $97 
billion,  a  very  substantial  increase  over  1973.  It  was  a  38-percent 
increase  in  price,  but  only  9-percent  increase  in  volume,  but  agri- 
culture is  the  thing  this  country  is  depending  on  to  keep  our  trade 
deficit  from  growing  still  larger. 

American  growers  now  produce  2  percent  of  the  world's  rice  crop, 
but  we  export  two-thirds  of  our  crop,  and  these  exports  represent  One- 
third  of  all  the  rice  that  travels  in  the  world  markets.  About  one-half 
of  our  exports  are  Government  controlled  under  programs  like  Public 
Law  480.  In  fiscal  1974,  for  example,  I  am  told  we  exported  about 
600,000  metric  tons  under  titles  I  and  II  of  Public  Law  480,  and  I 
million  metric  tons  has — that  is  an  increase  of  400,000  metric  tons — 
lias  been  budgeted  for  this  year. 

Perhaps  in  the  past  Public  Law  480  has  been  used  more  for  strategic 
puqjoses  than  purely  as  an  aid  program  designed  to  alleviate  human 
suffering  and  starvation.  But  I  believe  the  program  holds  much 
jiromise  for  the  Nation  and  the  world.  Of  the  1  miHioh  metric  tons  we 
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are  budgeted  to  sell  this  year  under  the  program,  we  have  obligated 
over  hau  of  that  amount  to  Bangladesh,  Cambodia,  Korea,  and 
Syria.  I  believe  the  mtemational  market  is  there  for  expanded  crop 
production,  or  in  any  event  that  we  should  see  if  it's  there. 

I  might  digress  a  minute  here  to  say  also  that  in  the  past  our  exports 
have  gone  largely  to  Malaysia,  and  now  of  course  for  tne  first  time  the 
Persian  Gulf  States  are  beginning  to  take  sic;m{icant  amounts  of  rice. 

I  believe  the  international  market  is  there  for  expanded  crop 
production,  or  in  any  event  that  we  should  see  if  it  is  there.  Wbat  I  am 
advocating  is  less  tinkering  with  the  rice  market  by  the  Government 
for  a  2-  to  3^ear-trial  penod  and  more  concentration  on  the  produc- 
tion of  rice.  But  as  a  farmer  wrote  me  recently,  he  closed  his  letter  by 
saying,  "Broke  farmers  cannot  feed  a  starving  world,"  and  I  would 
ui^e  that  a  target  price  mechanism  be  implemented  which  would 
guarantee  the  farmer  his  production  costs  in  the  event  of  plun^ne 
markets.  If  these  incentives  for  expanded  production  do  not  work  and 
we  are  faced  with  a  glut  of  rice  on  the  international  market,  the 
Secretary  can  always  revert  to  imposing  marketing  quotas  and  umit- 
ine  price  support  benefits  to  allotment  acreage. 

I  urge  this  committee  to  at  the  very  least  establish  a  target  price 
for  rice  that  will  guarantee  production  costs  for  a  minimum  of  2 
million  acres.  In  simple  terms  I  am  convinced  that  we  must  use  our 
resources  and  our  land  to  their  best  and  fullest  use — I  am  a  strong 
advocate  of  land  use  planning  basically  because  I  believe  in  the  pro- 
tection of  cultivatable  land  that  is  used  for  agricultural  purposes.  I 
think  we  ought  to  increase  production  if  we  are  going  to  make  any 
significant  dent  in  feeding  the  hungry-  of  the  world  as  well  as  ourselves. 
Now  is  not  the  time  to  limit  production,  but  to  expand  it. 

That  concludes  my  remarks,  Mr.  Chairman. 

Senator  McGovbbn.  Thank  you  very  much,  Senator  Bumpers,  for 
your  statement. 

As  I  understand  the  nub  of  your  testimony  here  this  morning,  yoa 
are  asking,  in  eSect,  that  rice  bo  treated  the  same  way  we  have  other 
basic  commodities  with  a  reasonable  loan  level  and  a  target  price  that 
is  at  a  somewhat  higher  level. 

Senator  Bumpers.  Yes. 

Senator  McGovern.  We  have  one  measure  pendii^  that  I  have 
introduced,  along  with  a  number  of  other  Senators.  U  would  set  a 
target  price  of  90  percent  of  parity,  and  a  loan  level  at  7fi  percent.  Do 
you  think  that  spread  is  within  the  limits  of  what  you  are  talkiog 
about? 

Senator  Bumpers.  What  is  the  number  of  that  bill,  incidentally, 
Mr.  Chairman? 

Senator  McGovern.  S.  649. 

Senator  Bumpers.  I  have  not  had  a  chance  to  see  that.  That  sounds 
pretty  attractive. 

I  have  a  sort  of  personal  whim  about  parity.  I  have  never  fulhr 
understood  parity,  and  I  get  the  impression  there  ore  a  lot  of  peofHe 
who  have  never  really  fully  understood  it,  including  the  Department 
of  Agriculture,  but  I  had  hoped  that  some  price  could  be  set.  I  am  not 
opposed  to  that,  and  I  think  your  proposal  of  90  percent  of  parity  as 
a  tai^t,  75  percent  of  that  as  a  loan  price,  I  think  probably  has  merit. 

Senator  McGovsrn.  I  am  not  sure  that  the  bill  even  uses  the  word 
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"parity,"  but  what  we  did  w^s  to  figure  what  the  ptitity  THice  would 
be  today,  and  then  we  put  in  the  kind  of  escalator  clause  that  you  axe 
talking  about,  so  that  tnat  price  would  shift  as  the  cost  of  production 
shifts. 

Senator  BtTMPBRS.  There  is  one  point,  Mr.  Chairman,  which  is 
certainly  well  taken,  and  that  is  whether  you  call  it  parity  or  some- 
thing else.  It  is  a  device  by  which  you  can  put  the  escalator  in,  and  as 
you  Know,  I  strongly  favor  that. 

Senator  McGovern.  Well,  I  am  glad  you  stressed  the  importance 
that  agriculture  plays  in  our  total  economy,  including  our  international 
monetary  position.  If  it  were  not  for  these  agricultural  exports,  includ- 
ing rice,  that  balance-of-payments  position  would  be  an  utter  disaster. 
It  is  bad  enough  as  it  is,  but  the  strain  on  the  dollar  and  on  our 
balance  of  pajTnents  would  be  impossible  were  it  not  for  the  favorable 
trade  balance  we  enjoy  in  agriculture.  If  we  are  going  to  ask  our 
farmers  to  produce  for  that  market,  aa  well  »a  for  the  food  assistance 
program,  it  seems  to  me  the  least  we  can  do  is  put  some  floor  under 
their  efforts,  so  that  if  we  misc^culate  they  are  not  going  to  be 
wiped  out. 

Senator  Bumpebs.  That  is  really  the  sense  of  what  I  am  asking  for 
here,  Mr.  Chairman. 

Senator  McGovehn.  Thank  you  very  much,  Senator. 

Senator  Dole,  did  you  have  questions? 

Senator  Dole.  I  have  no  questions.  We  all  share  this  concern.  I 
recall  late  last  year  there  was  an  effort  by  Senator  McClellan  to 
get  a  piece  of  nee  legislation  passed.  It  was  late  in  the  session,  and 
because  of  the  parliamentary  situation,  it  could  not  be  accomplished. 
But  I  also  understand  there  is  a  division  of  opinion  among  rice  growers 
as  to  what  would  be  the  best  approach,  and  that  is  not  unheard  of. 

Senator  Bumpers.  Yes,  it  is  another  little  tightrope  I  have  to  walk, 
but  I  think  that  most  of  them  are  agreed  on  the  concept.  Senator  Dole. 
I  think  it  is  the  implementation,  as  usual,  that  causes  a  little  problem, 
and  I  think  the  problem  is  probably  about  how  you  aia  going  to  use 
the  increase  in  allotment,  and  my  personal  thought  is  that  new  growers 
ought  to  be  enticed  into  the  pro-am. 

As  I  say,  ultimately,  we  are  going  to  need  them.  How  much  acreage 
you  are  going  to  give  new  growers,  of  course,  becomes  a  knottier 
problem- 
Senator  Dole.  I  am  not  certain  about  Arkfuisas,  but  I  think  the 
division  was  greater  when  you  move  into  other  States,  as  compared 
to  your  State,  and  maybe  we  can  come  up  with  some  approach  that 
might  satisfy  51  percent  of  the  rice  producers. 

With  reference  to  tai^t  price  and  loan  levels,  we  have  to  be 
reahstic,  If  we  get  the  target  price  too  h^h,  the  Government  is  going  to 
end  up  spending  a  lot  of  money,  and  if  we  get  the  loan  level  too  hi^, 
they  are  going  to  end  up  with  a  lot  of  product.  As  of  January  1876, 
the  average  price  as  a  percentage  of  parity  to  wheat  was  93  percent 
parity,  and  nee  was  81  percent  parity. 

So  90  percent  of  panty  tai^t  price  in  this  instance  would  cost 
somebody  a  great  deal  of  money,  namely  the  taxpayers.  My  view  on 
target  price  is  that  we  ought  to  cover  coat  of  production.  We  should 
not  be  in  the  business  of  insuriiig  ev,ery  farmer  a  profit  in  this  country. 
Most  farmers  would  like  to  be  assured  of  the  cost  of  production,  bub 
I  do  not  know  if  we  can  go  beyond  that. 
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Senator  Buufers.  Senator  Dole,  I  would  like  to  make  tliis  obser- 
vation about  your  comments,  which  are  well  t^en,  and  that  is  I  am 
not  suggestii^  that  we  set  a  target  price  thnt  will  be  an  inducement 
to  actually  glut  the  market,  which,  of  course,  is  going  to  push  the  price 
down,  which,  in  turn,  is  going  to  cost  the  Grovemment  a  lot  of  money 
to  make  up  the  difference  between  the  target  price  and  what  the  worid 
price  is,  but  T  do  not  really  foresee  that. 

What  I  am  saying  is  that  I  think  we  ought  to  encourage  production 
in  rice  for  2  to  3  years.  I  do  not  foresee  any  possibility,  with  the  bur- 
geonim:  markets  of  the  Persian  Gulf  States  in  particular  asking  (or 
more  rice — I  know  that  we  are  selling  some  of  those  countries  out  of 
Arkansas  considerable  amounts  of  rice. 

What  I  am  saying  is  I  do  not  really  foresee  that  as  a  danger 
right  now.  I  would  not  suggest  for  a  minute  that  the  target  price  be 
set  at  some  unreasonable  level.  I  am  not  sure  that  I  would  say  that  the 
target  price  ought  to  only  cover  production  co3t>!.  I  think  that  we  oug))t 
to  entice  these  people  into  the  production  of  rice  and  increase  onr 
production  for  a  very  good  purpose. 

One,  I  think  the  market  is  there.  Two,  it  plays  a  significaDt  role  in 
strengthenii^  the  dollar  and  eliminating  trade  deficits,  and  I  think  if 
we  encourage  them  to  do  those  things  which  in  tarn  benefit  the  ooun- 
trj',  then  it  is  not  unfair  to  set  the  tai^t  price  at  something  a  little 
above  production  costs,  so  that  we  can  guarantee  they  are  not  going 
to  be  wiped  out  because  a  lot  of  these  farms  in  Arkansas  are  family 
ventures,  and  when  they  talk  about  their  profit,  you  know,  they  are 
not  talking  about  how  many  hours  a  man  and  his  two  sons  are  putting 
in  to  produce  it,  and  they  are  entitled  to  some  kind  of  profit  for  their 
labors,  as  well  as  the  use  of  their  land. 

And  I  am  just  saying  that  I  think  we  ought  to  try  it  for  2  or  3 
years.  The  Secretary  always  has  a  great  deal  of  leverage  on  combating 
a  glutted  rice  market.  For  example,  he  can  always  come  back  and 
establish  marketing  quotas  and  all  sorts  of  things  lilce  that,  and  penal- 
ties to  go  with  it  to  cut  it  back. 

Senator  Dole.  I  do  not  have  any  quarrel  with  that.  We  are  going 
to  do  our  best  to  work  out  some  overall  program  that  would  satiny 
the 

Senator  Bumpers.  I  understand  the  Secretary's  argument^  and  I 
do  not  want  to  put  the  United  States  in  the  position  of  pouni^c  out 
billions  of  dollars  to  support  farmers  because  the  price  is  gluttea  be- 
cause they  have  produced  too  much,  but  I  think  tnat  the  risk  of  that 
is  minimal. 

Senator  Dole.  The  point  is — and  I  think  you  would  agree — that 
farmers  would  prefer  to  make  a  profit  from  the  marketplace,  at  least 
in  my  State,  and  I  am  certain  in  the  State  of  Arkansas.  They  do  not 
want  to  wait  for  a  Government  subsidy  check  and  rely  on  that  for 
their  livelihood.  So  we  have  got  to  design  a  program  that  makes  it 

fiossible  for  that  farmer  in  normal  circumstances  to  make  a  profit 
rom  the  marketplace,  and  that  is  hopefully  what  we  can  do. 
Senator  McGovern.  Senator  Clark? 

Senator  Clark.  I  have  just  one  question.  I  asked  the  staff  to  get 
me  those  figures,  and  I  do  not  have  them  yet,  but  it  is  true  that  we 
have  the  biggest  rice  carryover  in  the  history  of  the  country?  I  am 
sure  of  that. 
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Senator  Bumpers.  It  is  not  true. 

Senator  Ci^rk.  One  of  the  largest,  is  it  not? 

Representative  Brbaux.  It  ia  now  about  10  to  12  million  hundred- 
weight carryover. 

Senator  Bumpers,  What  percentage  of  a  profit  is  that? 

Representative  Bheaux,  They  consider  10  million  hundredwi^ht 
a  safe  carryover. 

Senator  Clark.  So  we  have  a  fair  surplus. 

Representative  Breaux.  That  is  right. 

Senator  Clark.  Why  is  it  that  at  a  time  when  people  are  facing  the 
biggest  famine  in  liistory,  or  I  think  since  the  Second  World  War,  we 
arc  not  shipping  that  rice  to  people  who  need  it? 

Representative  Bsbaux.  I  would  love  to  talk  about  that,  but  I 
belter  Wait  until  my  time  comes. 

Senator  McGoveen.  Congressman  Breaux  is  going  to  be  on  the 
witness  stand. 

Senator  Clark.  I  have  heard  his  views  on  this  a  number  of  times, 
and  lie  und  I  agree,  about  that  point  anyway.  But  can  you  think, 
Senator  Bumpers,  why  is  it  we  do  not  ship  some  of  that  rice  if  we  have 
that  kind  oi  a  de^^ire  for  it,  and  we  have  a  surplus? 

Settator  Bumpers.  I^et  me  make  two  points,  Senator  Clark.  One,  I 
ffcl  that  frankly  that  the  carryover  that  they  are  anticipating  right 
now  will  not  in  tart  be  carried  over  because  the  demiukd  for  rice  is 
siill  increasing  right  now.  I  can  tell  jou  that  the  entire — it  is  my 
opiTiion,  and  I  am  not  sure  of  this — but  I  believe  the  Texas  and 
Caiifoniia  crops  are  both  virtually  sold  out,  and  I  think  that  the 
entire  rice  crop  of  this  country  is  Acry  likely  to  be  sold  before  we  harvest 
rice  this  fall. 

Senator  Clark.  So  you  do  not  see  a  real  sunrfus  or  carryover? 

Senator  Bumpers,  No,  but  sec<Hidly,  of  course,  it  oomes  down  to 
this:  we  have  a  choice  of  exportii^  rite^and  I  am  not  sure  how 
Public  Law  480  works — we  have  a  choice  of  either  giving  this  rice  to 
<<)untries  like  Ban^adesh  and  one  or  two  African  countries  where 
starvation  is  prevalent.  Wc  can  give  it  too  tiem,  which  means  the 
Government  has  to  buy  the  rice  from  the  faxmer,  or  we  can  sell  it  to 
them,  and  I  tliink  the  Government  right  now,  because  of  its  deficit 
unil  because  of  its  trade  deficit,  Is  reluctant  to  buy  the  rice,  and  I  do 
not  know  whether  it  has  the  wherewithal  to  buy  the  rice  right  now, 
Mr.  Chairman. 

I  agree  with  you.  1  would  like  very  much  to  see  that  done,  I  do 
not  know  what  fund  the  United  States  right  now  could  use  to  send 
rice  to  Bangladesh,  for  example. 

Senator  Clark.  Well,  the  Preadent  has  the  authority  under  the 
Conimoditv  Credit  Corporation,  to  spend  the  money  to  ti\iy  the  rice 
to  send,  'fhere  is  no  dispute  about  that,  but  there  is  a  dispute,  I 
think,  about  whether  or  not  we  tihould  do  it,  whether  the  will  is  there 
to  do  it. 

Now,  obviously,  the  President  announced  about  3  weeks  ago  that 
wf  would  in  fact  increase  our  purchases  and  our  overseas  sales  of 
rice  and  wheat,  but  it  seems  to  me  it  would  be  particidarly  good  in 
lice,  if  we  liave  that  kind  of  surplus.  If  we  do  not  have  that  kind  of 
surplus — well,  obviously,  the  question  hinges  on  that.  If  thev  do  indeed 
luivo  a  significant  surplus,  it  would  seem  that  that  woulJ  be  logical 
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to  ship,  even  though  it  clearly  is  an  expensive  proposition.  Rice  is,  I 
suppose,  twice  as  expensive  as  wheat,  is  it  not?  And  so  it  would  be 
expensive,  but  it  seems  to  me  that  that  is  an  area  where  we  really 
could  help  both  ourselves,  in  terms  of  the  surplus,  and  the  people  who 
need  it. 

Senator  Bumpers.  I  could  not  a^ee  with  you  more,  philosophically. 

Senator  Dole.  I  am  just  checkup  the  figures  here.  The  domestic 
disappearance,  projected  1974-76,  would  be  about  36  million  hundred- 
weight, and  e^orta  are  74.  So  about  74.5  million  hundredwngfat — is 
that  all  under  Public  Law  480? 

Eepresentative  Brbattx.  No;  that  is  total  exports. 

Senator  Dole.  How  much  is  Public  Law  480? 

Representative  Breaux.  Half  of  that  is  Public  Law  480,  so  I 
would  say  rice,  2  to  1 ,  is  going  overseas,  and  about  half  of  that  is 
Public  Law  480,  and  it  is  my  understanding  that  much  of  this  increase 
in  this  fiscal  year  for  Public  Law  480  is  going  to  be  rice. 

Senator  Clare.  I  think  there  is  a  lot  more  wheat  than  rice  in  that. 
Somebody  could  speak  up  on  the  staff,  if  they  know  better. 

Representative  Bkeaux.  That  is  correct. 

Senator  Clark.  I  think  it  is  about  2  to  1 ,  wheat  over  rice.  In  any 
case,  my  only  point  would  be,  if  there  is  indeed  a  surplus  of  rice,  and 
if  indeed  we  do  have  a  desire  to  move  it,  that  that  would  be  a  logical 
thing  to  move. 

Now  maybe — I  think  it  hinges  on  whether  or  not  there  really  is  a 
surplus. 

Senator  Bumpers.  Mr.  Chairman,  I  was  I  think  reliably  informed 
that,  based  on  present  commitments,  we  will  probably  have  about  7 
milhon  hundredweight  carryover,  and  that  is  just  normal  trade. 

Senator  Dole.  They  are  projecting  10.  But  that  is  a  Department 
projection,  and  I  am  not  critical,  but  who  really  knows? 

Senator  McGovehn.  Senator  Youi^,  do  you  have  any  questions? 

Senator  Yodnq.  No  questions. 

Senator  McGovern.  Well,  thank  you  verj'  much,  Senator  Bumpers. 
We  appreciate  your  testimony. 

Senator  Bdmpehs.  Thank  you  very  much,  Mr.  Chairman.  I  ap- 
preciate the  invitation  to  come  testify  here  this  morning. 

Senator  McGovern,  Governor  Arthur  Link  of  North  Dakota  is- 
with  us  this  morning,  and  Congressman  Breaux  has  consented  to  defer 
his  statement  for  a  few  minutes. 

Governor  Link,  we  would  be  glad  to  hear  from  you  if  you  would 
like  to  take  a  seat. 

Governor  Tjinlt  is  a  former  member  of  the  House  of  Representatives- 
and  comes  from  one  of  the  predominantly  agricultural  States.  We  are 
happy  to  welcome  you  to  the  committee,  Governor, 

Senator  Young.  Mr.  Chairman,  first  I  want  to  thank  the  Con- 
gressman for  waiting.  Governor  Link  is  a  Democrat,  and  he  has  to  get 
back  home  to  watch  that  Republican  legislature.  Everything  Govemor 
IJnk  has  done,  he  has  done  well.  He  has  been  a  farmer-rancher  all  his 
life  and  he  still  operates  a  farm.  He  served  in  the  State  legislature  for 
24  years  until  he  ran  for  the  U.S.  House  of  Representatives.  I  believe 
you  were  Speaker  one  session. 

Governor  Link.  In  1965  I  was  Speaker. 
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Senator  Yodng.  He  served  in  the  U.S.  House  of  Representatives 
for  2  years,  and  on  the  House  Agriculture  Committee.  He  then  ran 
for  Governor,  and  was  elected.  That  is  a  real  outstanding  record. 

STATEHEKT  OF  EOH.  ABTHITB  LDIX,  OOVESNOB,  STATE  07  HOBTH 
DAKOTA,  BISHAUCE,  H.  DAE. 

Governor  Link.  Thank  you,  Senator  Young. 

Mr.  Ch&jnnan,  members  of  the  Senate  Conunittee  on  Agriculture, 
having  served,  as  Senator  Young  faa3  just  mentioned,  in  the  d2d 
Congress  and  having  served  on  Uie  House  Agriculture  Committee, 
I  realize  very  personally  the  very  important  courtesy  you  are  extend- 
ing to  me,  ana  I  appreciate  the  time  that  the  other  persons  who  are 
on  your  schedule  here  are  affording  me  to  present  my  testimony. 

1  have  been  in  Washington  attending  the  mid-winter  conference  of 
the  National  Governors  Conference  and  did  not  know  that  time  might 
afford  my  personal  appearuice  before  this  distinguished  committee, 
but  when  I  called  yoiu*  office  earlier  this  momii^  and  was  informed 
that  if  I  came  over,  I  might  be  able  to  appear  personally,  I  thought  I 
owed  it  to  my  constituents  that  I  do  this,  and  I  do  appreciate  your 
giviM  me  th^  opportunity  and  thank  the  other  persons  who  are  on 
your  list  for  giving  me  this  time. 

My  stattimeoit  is  brief,  Mr.  Churman,  and  it  is  not  in  detailed 
specifics.  I  come  here  to  help  emphasize  the  dramatic  change  that  has 
taken  place  in  the  agricultural  picture  of  our  farm  economy.  It  is 
almost  incredible  that  an  economic  picture  could  change  as  quickly 
as  this  one  has,  and  I  think  it  is  difficult,  probably,  for  the  public  in 
general  to  appreciate  that  things  have  changed  so  quickly  in  so  short 
a  time. 

We  have  gone  from  a  period  of  extraordinarily  high  prices  with  good 
crops  that  did  afford  the  fanning  community  a  very  necessary  and  a 
verv  desirable  income  picture,  and  I  think  it  is  important  to  emphasize 
and  let  our  Congress  Imow,  let  the  general  public  know  firsthand  how 
drastically  this  picture  has  changed,  and  why  it  is  important  to  act 
and  act  quickly. 

My  statement  is  brief,  and  I  shall  share  it  with  you  at  this  time. 

It  is  critical  to  the  Nation's  economy,  urban  and  rural,  that  new 
farm  legislation  be  enacted.  It  must  be  done  before  spring  planting 
begins  to  insure  the  farmer,  who  is  being  asked  for  all-out  production 
this  year,  that  his  investments  in  good  faith  today  will  not  mean 
tomorrow's  losses.  That  assurance  to  the  farmer  would  also  help 
assure  the  consumer  of  an  adequate  supply  of  food  at  a  more  stable 
price.  The  consumer  needs  this  kind  of  protection  from  the  ravages  of 
mflation  as  badly  as  the  fanner  does. 

Much  is  at  stake  in  the  United  States  in  this  year's  farm  production 
and  the  availability  for  export.  Farm  exports  are  a  major  item  in  the 
U.S.  balance-of -payments,  and  while  nonagricultural  items  showed  a 
$9  billion  deficit  in  trade  last  year,  agriculture  trade  turned  a  sub- 
stantial surplus  for  the  United  States  and  went  a  long  way  to  help  us 
pav  for  some  S25  billion  in  oU  imports. 

The  current  S2.05  per  bushel  wheat  target  price  is  wholly  inadequate 
insurance  for  the  farmer  producer  today.  Per  acre  production  costs 
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today  are  mora  than  gross  income  per  acre  3  years  ago.  Agriculture  is 
ti  $500  billion  industry  in  America.  It  is  a  verj'  high  capital  venture  for 
fiirmers.  Tractors  and  combines  that  cost  $15,000  2  and  3  years  ago 
cost  $.30,000  now.  If  fanners  cannot  aflFord  farm  implements,  tnicts, 
car»,  et  cetera,  then  labor  to  build  them  will  not  be  needed  either. 

Cattle  producers  in  Isorth  Dakota  lost  over  $135  million  on  last 
year's  production.  State  university  economists  from  several  States 
agreed  that  when  all  costs  are  considered,  it  costs  about  S240  to  pro- 
ihice  a  calf,  vet  at  current  prices  stockmen  were  lucky  to  get  $120  per 
cidf.  Many  dairymen  face  a  similar  predicament  due  to  low  prices  and 
galloping  costs,  especially  feed. 

Wheat  producers  are  now  skeptical  of  all-out  production,  lest  the 
price  of  wheat  breaks  as  beef  ancl  dairy  prices  already  have.  I  observe 
there  is  growing  support  in  Xorth  Dakota,  and  other  wheat-producii^ 
areas,  to  cut  back  production  by  25  percent  in  order  to  attempt  to 
hold  prices  at  a  profitable  level  and  to  demonstrate  to  the  Congress 
and  tlie  urban  public  tliat  thej-  are  not  economic  fools.  Farmers  are 
only  too  familiar  with  piicc-fleprcssing  surpluses. 

North  Dakota  farmers,  who  produce  over  10  percent  of  the  wheat  in 
the  United  vStates,  would  Hke  to  produce  the  wheat  the  citizens  of  the 
United  States  and  the  world  need.  Bcj-ond  the  human  need,  the 
prodii<:tion  is  also  critical  to  the  U.S.  economy  and  its  balance-of- 
paymcnts  problem.  Without  target  piice  assiu'ances,  farmeT^  just 
cannot  be  expected  to  commit  the  investment  required. 

Mr.  Cliairman,  this  concludes  ray  formal  statement.  Tliank  you 
for  the  opportunity  to  present  this  testimony. 

Senator  McGovehn'.  Thank  you  very  much,  Governor,  for  your 
statement. 

Just  one  question.  \Vlien  you  report  the  growing  sentiment  to  cut 
back  production  on  wheat,  do  you  think  that  anxiety  would  disapjKar 
if  we  hud  an  adequate  target  price  protection  in  the  basic  l^^la- 
tion?  ' 

Governor  Link.  Personally,  I  feel  confident  that  that  anxiety  would 
bo  utloviated. 

Senator  McGovbrn.  Do  you  think  we  need  full  production? 

Governor  Link.  I  think  with  the  world  situation  and  the  dire  pre- 
dictions of  the  needs  of  the  world  population,  a|nd  given  the  tremeritlous 
importance  of  a  nation  that  can  answer  the  needs  of  needy  people  in 
other  parts  of  tlie  world,  food  is  one  of  the  most  important  factors,  and 
from  tliat  standpoint,  it  is  tremendously  important. 

Senator  McGovern.  So  you  are  not  disputing  the  call  for  an  in- 
crease in  production.  You  are  simply  saying  if  farmers  are  going  to 
take  that  risk,  there  has  got  to  be  some  kind  of  protection? 

Governor  Link.  That  is  right.  I  think  it  is  a  verj-  humanitarian 
response.  I  tliink  it  is  a  humanitarian  goal  to  call  for  full  production, 
and  we  are  willing  to  respoufl. 

As  Senator  Young  pointe<l  out,  two  of  our  married  sons  operate  the 
home  farm.  Ten  dajs  ago  they  sold  some  of  the  better  calves  off  of 
last  ^'ear's  spring  crop  and  got  $123  a  head  for  them.  At  today's 

{irices  imd  at  the  cost  of  production,  it  is  only  half  of  what  they  should 
lave  received. 
Senator  McGovers.  Senator  Dole? 
Senator  Dole.  I  have  no  questions. 
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Senator  McGovern.  Senator  Young? 

Senator  Young.  How  heavy  were  those  calves? 

Governor  Link.  They  were  1974  sprmg  calves  joat  under  500  pounds. 
At  about  26  cents  a  pound. 

Senator  Young,  And  some  are  selling  even  lower  than  that,  are 
they  not?  They  must  have  had  some  pretty  good  c^ves? 

Governor  Link.  Yes;  that  is  right. 

Senator  Yousjq.  1  juat  wanted  to  say,  Mr.  Chairman,  Senator 
Dole,  that  the  Governor  very  accurately  represents  the  thinking 
of  the  average  farmer  in  North  Dakota. 

Governor  Link.  Thank  you,  Mr.  Chairman. 

Senator  Doi/B.  Thank  you,  Governor, 

Senator  McGovehn.  Thank  you,  Governor.  We  appreciate  your 
testimony. 

Governor  Link.  And  again,  to  thoEd  who  waited  in  turn  and  let  me 
come  in  so  I  can  catch  my  plane,  thankyou  very  kindly. 

Senator  McGovebn.  Congressman  Breaux,  thank  you  for  your 

E alienee  in  waiting  to  testify.  We  have  bad  you  before  this  committee 
efore.  We  are  glatl  to  see  you  return. 

STATEMENT  OF  HON.  JOHN  B.  BSEAUZ,  BEFBESENTATIVE  IB 
CONGRESS  FROM  THE  SEVENTH  CONGRESSIONAL  DISTRICT  OF 
LOUISIANA 

Representative  Bre.^ux.  Thank  you  very  much,  Mr.  Chairman 
and  members  of  the  committee,  for  inviting  me  again  to  this  side  of 
the  Capitol  to  testify.  I  am  beginning  to  sound  like  an  echo,  because 
this  is  the  eighth  appearance  I  have  made  before  a  committee  or  a 
subcommittee  of  either  the  House  or  the  Senate  A^culture  Com- 
mittee to  testify  about  rice. 

I  would  be  brief  in  my  comments,  but  I  do  think  that  we  need  to 
consider  a  few  point-s.  I  will  make  several  point.s  I  have  already  in- 
cluded in  previous  testimony  before  this  committee. 

It  might  seem  a  little  strange  to  have  a  Member  of  Congress  come 
before  a  committee  and  testify  to  the  fact  that  he  is  satisfied  with  the 
present  program  governing  any  particidar  agricultural  commodity. 

Most  of  the  testimony  that  we  have  heard  today,  and  I  am  sure 
that  you  will  hear  from  the  remaining  witnesses  who  are  going  to 
testify,  will  be  to  the  fact  that  a  target  price  for  a  particular  product 
should  be  raised,  or  the  supporting  loan  price  should  be  raised  to 
reflect  increases  in  cost. 

The  product  rice,  which  my  district  has,  I  giies.s,  4,000  rice  farmers, 
is  the  lai^st  area  in  the  United  States  as  far  a«  numbe»  of  acres  of 
rice  planted.  ^^ 

My-  farmers  feel  that  we  have  a  program  which  is  presenW^operating 
very  efficiently.  I  remember  quite  well  last  year  when  we  were  talking 
about  changing  the  rice  program,  we  heard  testimony  from  people 
who  were  very  concerned  about  the  high  price  of  the  product  and  were 
looking  for  a  program  which  would  lower  the  price  to  the  ultimate 
consumer  of  the  product. 

I  testified  at  that  time  that  the  present  program  allowed  the  Sec- 
retary  the  flexibility  to  increase  production  by  removing  acreage 
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restrictions,  thereby  lowering  the  price  by  produciiig  more  of  the 
product. 

I  am  here  to  testify  this  momii^  that  that  is  basically  what  is  and 
whet  has  happened  in  rice.  In  1973,  when  we  operated  under  the 
present  program,  the  price  of  rice  did  go  up  dramatically  because  of 
good  crops  overseas  plus  bad  conditions  here  in  the  Umt«d  States. 
The  average  price  in  1973  that  a  rice  producer  in  the  United  States 
received  was  approximately  $14.10  a  hundredweight.  That  was  the 
price  a  farmer  received. 

In  1974,  because  of  the  flexibility  of  the  present  program  has,  the 
Secretary  of  Agriculture  removed  marketing  quotas,  aUowed  for  im- 
limited  production  of  rice,  and  that  is  what  has  occurred.  The  price 
to  the  farmer,  and  the  figures  of  the  Department  of  Agriculture  reflect 
this,  have  dropped  from  $14.10  a  hundredweight  to  the  farmer  in  1973 
to  approximately  $10.50  a  hundredweight  to  the  farmer  for  the  1974 
crop,  which  we  are  in  the  process  of  marketing  right  now.  In  1973,  we 
produced  between  2.1  million  and  2.2  million  acres  of  rice.  In  1974, 
because  of  removing  the  acreage  restrictions,  we  probably  have 
produced  anywhere  between  2.5  milUon  and  2.6  million  acres,  a 
dramatic  increase  in  the  number  of  acres  that  are  put  into  rice  planting. 

So  what  I  am  saying  is  that  the  present  program  works.  We  are 
happy  with  it.  The  price  that  the  fanner  is  receiving  has  dropped 
dramatically,  and  I  would  think  that  is  reflected  in  the  market.  When 
we  talk  about  carryover  or  how  much  rice  we  are  going  to  have,  as 
Senator  Clark  made  the  point,  we  should  be  shipping  a  great  deal 
more  overseas  in  the  form  of  aid.  The  point  that  I  make  is  the  Departs 
ment  right  now  is  predicting,  and  I  think  Senator  Dole's  flgures  show 
that  a  carryover  of  approsamately  11  million  or  12  miUion  hundred- 
weight of  rice  which  will  be  carried  over,  and  the  Department  conraders 
10  million  hundredweight  a  safe  figure  to  maintain  proper  balance. 

But  I  will  point  out  to  the  chairman  and  to  the  committee  members 
that  they  are  projecting  that  on  the  basis  of  a  million  tons  of  rice  b^ng 
programed  imder  Public  Law  480  for  the  fiscal  year  1976,  and  right 
now,  as  we  are  sitting  here  today,  they  have  programed  approximately 
500,000  tons. 

in  other  words,  they  have  only  reached  half  of  their  fiscal  year  1975 
commitment  of  Fubhc  Law  480  shipments  of  rice.  Their  carryover 
figures  are  based  on  reaching  that  entire  I'million-ton  go^,  which,  in 
my  opinion  and  the  opinion  of  the  people  in  the  industry,  I  think,  is 
going  to  be  pretty  near  impossible  to  reach  because  of  very  tight 
milling  conditions  and  a  physical  impossibility  to  ship  out  that  much 
in  the  remainder  of  this  fiscal  year. 

Senator  JvIcGovern.  It  means  they  will  have  to  ihove  as  much  in 
4  months^  they  did  in  8  months. 

Reprea^Mative  Breaux.  That  is  exactl}^  right,  and  I  do  not  think 
that  is  quite  possible,  and  the  reason  I  point  that  out  is  because  the 
carr\~over  figure,  I  think,  at  the  end  of  year  is  going  to  be  quite  higher 
than  they  are  projecting  now,  because  they  are  using  the  l-million-ton 
figure  to  project  that  carryover. 

Now,  Senator  Clark  made  the  point  of  why  should  we  not  be 
sending  more  to  Bangladesh.  Well,  we  have  some  practical  jprofalema 
We  have  a  legislative  problem.  The  practical  problem  is  that  the  portein 
Bangladesh  can  receive  approximately  25,000  tons  of  grain  a  month, 
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total  ^in,  wheat,  rice;'  or  anything  else  we  nught  be'sfaippkie.  So  if 
we  ship  them  only  rice  for  the  remainder  of  this  fiscal  year,  we  conld 
only  get  approximately  100,000  tons,  and,  of  course,  they  consume 
not  only  rice  but  wheat  and  other  commodities. 

We  also  have  the  legislative  problem  of  shipping  rice  under  the 
70/30  MSA  limitation,  which  limits  non-MSA  countries  to  no  mora 
than  30  percent  of  the  total  amount  programed  under  titles  I  and  II 
of  Public  Law  480.  That  has  hurt  the  product  rice  probably  more  than 
anv  other  product. 

Senator  McGovesn.  Congressman,  would  Bangladesh  be  in  the 
70-percent  cat^oiy  ? 

Representative  Bhbaux.  Bangladesh  would  be  in  the  70  percent. 
So  would  India.  India  dees  not  eat  rice,  by  and  large. 

Senator  Dole.  What  about  Cambodia  and  Laos? 

Representative  Brea.ttx.  Cambodia  is  under  the  other  restriction 
of  $177  miUion  in  total  foreign  aid  restrictions,  which  would  have  a 
limit  placed  on  that  country  separate  from  the  70/30  limitation.  So 
what  I  am  pointing  out  is  that  tne  countries  that  fall  within  that  30- 
pcrcent  limitation  are  basically  the  rice  consuming  nations  to  which 
we  export,  like  South  Korea,  South  Vietnam,  and  we  are  left  with 
Bangladesh  and  India.  And  as  I  pointed  out,  the  Indians  are  a  wheat- 
consuming  nation  rather  than  rice,  and  Bangladesh  has  some  real 
practical  physical  restrictions.  So  this  is  the  point  of  what  I  am  saying, 
the  reluctance  of  the  Department  to  program  half  of  what  they  project 
as  their  ultimate  goal,  and  the  70/30  percent  limitation,  which  has 
caused  this  industry  s«me  real  severe  problems,  could  produce  some 
disruptions. 

OK;  what  are  we  going  to  do  about  rice?  I  think  that,  as  a  result  of 
last  year's  prolonged  discussions  and  the  downright  %ht  within  the 
industry,  with  the  Department,  with  exporters,  with  consumers,  with 
rice  millers,  I  think  that  most  people  in  this  industry  think  some 
chat^es  are  inevitable. 

Since  December  1974, 1  and  a  number  of  other  people  and  Members 
of  Congress  and  Senators  have  been  working  very  hard  within  the 
industry  to  come  up  with  a  compromise  proposal  that  would  be  ac- 
ceptable, and  I  guess  most  of  the  proposals  that  we  considered  are 
not  in  full  ^reement  by  anybody.  Perhaps  the  kind  of  compromise 
where  no  one  is  really  happy  but  everybody  feels  they  can  live  with 
the  program,  is  the  type  of  proposal  we  might  end  up  with. 

Senator  Dole.  I  want  to  get  back  to  the  first  point,  I  raised  a  ques- 
tion the  other  day  with  Deputy  Assistant  Secretary  Bell.  I  asked  a 
specific  question,  whether  or  not  we  were  going  to  be  able  to  deliver 
all  of  this  under  titles  I  and  II  prior  to  the  end  of  the  fiscal  year. 

He  did  indicate  some  difficulty  under  title  I,  because  they  are  in  the 
process  of  making  ^reements,  and  he  did  not  see  any  difficulty  under 
title  II. 

Mr.  Bell  said,  we  do  expect,  in  the  case  of  title  I  to  have  to  have  a 
lot  of  luck  to  get  the  wheat  and  rice  moved  that  we  have  committed 
ourselves  to  do.  Then  we  asked  another  question,  what  are  ^ou 
going  to  do  about  it?  He  says,  which  I  think  is  encour^ing,  "I  think. 
Senator  Dole,  it  would  be  close  to  the  5.5  million.  If  we  are  short,  I 
do  not  think  it  would  be  more  than  200,000  to  300,000  tons.  Our  most 


,y  Google 


1228 

difficult  problem,  in  fact,  lies  in  the  rice  aod  not  in  the  wheat."  Now, 
coming  from  Kaiisfts,  I  took  heart  from  that,  but  I  can  understaDd 
your  distress.  So  we  will  work  oa  the  rice  part  too. 

So  there  is  some  hope  that  it  in  not  going  to  be  much  more  than  the 
300,000.  I  do  not  know  where  it  is  going  to  finally  end  up. 

Representative  Breaiix.  Senator,  you  make  a  very  good  point.  Wf 
have  the  Department  saying  it  haa  a  lot  of  problems  with  programiug 
that  million  ton  ^oal.  The  point  I  make  in  that  we  are  projecting  u 
carryover.  Even  if  they  got  that  1  million  tons  they  are  projecting 
that  carr^'over  at  11  or  12.  Now,  if  they  do  not  get  to  that  1  million 
goal,  which  I  do  not  think  they  will — I  hope  they  do — but  if  they  do 
not,  you  are  going  to  see  a  carryover  of  a  great  deal  more  than  the 
11  million  hundredweight  they  projected,  and  still  we  can  produce  all 
of  the  rice,  and  I  am  sure  your  farmers  can  produce  all  of  the  wheat 
and  grain  we  need  to  feed  the  reat  of  the  world. 

As  i  ^aid  the  last  time  I  was  here,  it  is  a  question  of  how  much  of 
a  financial  comnutment  that  this  country  is  willing  to  make  on  the 
food  for  peace  programs,  and  we  are  very  concerned  in  my  industry 
that  overproduction  is  not  going  to  aid  anyone  because  we  are  not 
going  to  end  up  selling  it  and  we  are  not  going  to  end  up  giving  the 
farmer  a  decent  price  for  the  product. 

I  guess,  in  summary  and  in  my  final  statement,  that  people  within 
the  industry — and  I  am  including  consumer  groups  that  I  have  talked 
with  and  other  people  I  have  met  with,  exporters,  millers,  and  rice 
pnxlucers  from  all  of  the  States,  have  been  sitting  down  and  have 
been  making  some  very  diligent  affirmative  efforts  to  try-  to  come  up 
with  a  compromise  proposal  that  we  can  submit  and  say  this  is  not 
liked  by  everybody  in  total,  but  it  is  a  program  on  which  we  can  come 
to  some  agreement  and  then  come  bacK  to  the  House  and  the  Senate 
with  that  program. 

Senator  McGovbbn.  Congressman  Breaux,  in  that  spirit,  how  did 
you  react  to  the  general  recommendations  that  Senator  Bumpers 
made  on  rice?  Where  are  the  differences  or  the  similarities  in  the 
Arkansas  rice  people  as  over  against  the  rice  growers  you  represent? 

Representative  Breaux.  If  Senator  Bumpers  agreed  with  your 
idea  that  you  pose  of  an  existing  bill  that  has  a  target  price  fieure  of 
95  percent  of  parity,  or  90  percent  of  parity,  tmd  a  loan  level  at  75 
percent  of  parity,  I  think  all  the  people  that  I  represent  would  love  to 
see  that  type  of  a  program. 

Senator  Dole.  Maybe  for  1  year. 

Representative  Breaux.  For  1  year,  but  I  am  realistic  and  knowl- 
edgeaole  enough  and,  I  think,  practical  enough  to  realize  that  my 
rice  producers  and  millers  and  members  of  the  industry  also  do  not 
want  to  see  a  product  supported  at  a  figure  higher  than  what  wo  can 
sell  the  product  for.  There  is  no  one  who  wants  to  grow  rice  or  wheat 
for  the  Government,  because  that  does  not  help  anybody. 

So  I  think  if  you  are  going  to  go  to  a  target  pnce  program,  wa  should 
get  a  figure  that  takes  in  cost  of  pro<luction  and  does  not  act  as  an 
incentive  to  produce  but,  at  the  same  time,  tiikes  care  of  the  farmer 
when  you  have  a  very  bad  year  and  prices  fall  below  what  it  costs  him 
to  protluce  the  product. 

Senator  McGovern.  Rice,  as  a  matter  of  fact,  was  not  indudeit  in 
the  bill  that  I  asked  Feiwtor  Bumpers  about,  but  I  was  tiTt'ing  to  draw 
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(Hit  o/  him  whether  the  general  concept  of  (hat  bill  was  applicable  to 
lice. 

Representative  Breaux.  My  first  clioice,  and  aa  I  think  I  have  said 
loduy,  is  the  prefient  program,  because  I  think  it  has  tlie  flexibility 
built  into  it  to  operate  very  efficiently,  and  in  the  event  that  a  change  is 
going  to  be  made,  we  are  working  and  trj'ing  to  come  up  with  some 
proposals  tliat  I  think  would  be  suitable  for  the  Congress  and  for 
everybody  involved. 

Senator  McGovbrn.  But  your  farmers  are  generally  eatisfied  with 
the  present  program? 

Representative  Breaux.  Very  much  so. 

Senator  McGovers.  Thank  you,  Congressman, 

Senator  Dole,  did  you  have  any  additional  questions? 

Senator  Dole,  I  just  want  to  make  certain  I  understand. 

Now,  you  are  in  accord  with  the  announcement  by  the  USDA  on 
December  31.  The  title  says,  "1975  crop  rice  marketing  quotas  lifted, 
acreage  allotment  proclaimed". 

Representative  Breaux.  Well,  you  set  the  acreage  allotment,  in 
other  words,  to  figure  out  what  the  support  and  loan  will  be  based  on, 
but  you  open  it  up  so  anybody  can  plant  outade  the  acreage  allotment. 
That  is  wbat  that  meant  and,  of  course,  under  that  program,  we  still 
have  a  set  figure  of  acres  that  are  planted  under  the  program  that  can 
benefit  from  the  support  figure  in  case  the  price  falls  out.  But  when 
they  release  marketii^  quotas,  of  course,  vou  allow  anyone  to  plant 
any  amount  they  want,  and  that  is  what  happened,  and  that  is  why 
we  got  more  rice  than  we  had  last  year.  And  the  price  is  some  $4  a 
hundredweight  less  this  year  than  it  was  last  year  for  the  farmer. 

Senator  Dole.  I  do  not  know  what  the  purpose  of  that  was.  It  might 
have  been  to  encourage  rice  to  come  under  the  target  price  program. 
But  you  will  agree  that  there  are  different  views  among  rice  producers, 
right? 

Representative  Breaux.  Yes,  sir,  Senator.  I  have  4,000  rice  pro- 
ducers, and  I  guess  we  have  ;j,000  different  views,  and  as  a  Member  of 
C'ongiess  from  that  area,  I  am  trying  very  hard  to  try  and  get  what 
i.s  best  for  the  people  that  I  represent,  what  is  good  for  this  country 
and  for  the  world  and  come  up  with  that  magical  formula.  I  have  been 
tr>irig  very  hard  to  find  it  for  2  rears. 

Senator  Dole.  The  record  should  show  in  fiscal  1974  the  cost  of  the 
Public  Law  480  rice  program  was  $322— almost  $323  million.  The 
wheat  program  cost  was  almost  $200  million  in  1975,  but  my  point 
being  there  is  goinz  to  be  some  selling  to  do  on  the  House  side,  this 
year,  I  woidd  think,  ^vith  that  new  Coi^etis  over  there.  So  you  are 
going  to  have  your  hands  full.  Maybe  we  can  work  it  out  over  here 
Bud  you  can  help  us  on  that  side. 

Representative  Breaux.  1  am  willing  to  go  anywhere  I  figure  I 
have  a  chance  of  working  it  out. 

Senator  Dole.  Well,  the  House  may  be  the  last  place  to  visit  then. 

Representative  Breaux.  I  am  not  going  to  really  amie  about  that. 

Thank  you,  Mr.  Chairman.  Thank  you,  Senator  Dole. 

Senator  McGoverx.  Thank  you,  Congressman,  for  your  testimony. 

Oiir  next  witness  is  Mr.  Melvin  H.  Nliddents. 
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STATEHENI  OF  HELVIH  H.  MZDDEHTS,  SIVISIOH  VICE  PKESIDEIT, 
COHUODITT  HASEETHrO  DIVISIOH,  CAKOILL,  IHC,  HIHHE- 
AP0LI8,  MINH.,  ASD  CEMBUAIT,  AaRICULTUSAL  POLKTT  TASK 
FOBCE,  NATIONAL  OSAIN  AND  TEES  ASSOCIATION 

Mr.  MiDDBNTS.  Thank  you  Tery  much,  Mr.  Chairman  and  mem- 
bers of  the  committee. 

My  name  ia  Melvin  H.  Middents.  I  am  a  division  vice  president  of 
Cargill,  Inc.  I  am  first  vice  president  of  the  National  Gram  and  Feed 
Association  and  am  appearing  today  as  chairman  of  its  Agricultural 
Pohcy  Committee.  The  national  association  has  over  1,000  members 
whose  operations  incUiHe  every  a-spect  of  the  grain  handling,  merchan- 
dising, exporting,  processing  and  feed  manufacturing  industries  from 
country  elevators  to  major  ^ain  firms.  In  addition,  we  have  48  State 
or  regional  associations  affiliated  with  the  national  association  repre- 
senting over  10,000  grain,  feed  and  processing  firms  throughout  the 
United  States. 

Mr.  Middents.  This  testimony  supplements  testimony  which  we 
submitted  to  the  Agricultural  Production,  Marketing,  and  Stabiliza- 
tion of  Prices  Subcommittee  of  the  Senate  Agriculture  and  Forestry 
Committee  on  March  21,  1974. 

We  believe  that  current  farm  policy  issues  fall  into  three  major 
areas.  First,  what  is  the  best  wav  to  support  farmers'  efforts  to  in- 
crease grain  and  oilseed  productfon?  Second,  what  kind  of  reserves 
program  best  serves  national  interests  and  international  needs?  Fi- 
nally, what  kind  of  surveillance  should  Government  exercise  over 
agricultural  exports? 

First,  regarding  support  for  farmers,  a  program  to  provide  reason- 
able support  to  farmers  in  their  efforts  to  expand  production  must 
address  two  kinds  of  risks.  On  the  one  hand,  a  combination  of  bumper 
harvests  this  summer  and  weak  domestic  and  foreign  demand  because 
of  worsening  economic  recession  could  result  in  low  farm  product 
prices  in  the  face  of  today's  high  input  costs. 

The  effective  price  support  level  (whether  that  level  is  created  by  a 
tai^et  price,  a  loan  support  or  a  Grovemment  acquisition  price  for 
reserves)  will  affect  the  longrun  equilibrium  price  for  grains.  An  un- 
duly high  effective  level  of  support  will  increase  the  govemmentaJ 
costs  of  farm  programs,  including  potentially^  excessive  Trea.smy  costs 
for  direct  payments,  accumulation  of  excessive  stocks  in  governmental 
hands,  the  need  for  export  subsidies  to  aid  in  disposing  of  surpluses 
and  return  to  heavy  dependence  on  production-restricting  measures 
like  set-asides.  Excessively  high  support  levels  would  also  adversely 
affect  the  livestock  industry  and  consumers.  Yet,  farmers  need  pro- 
tection against  financially  disastrous  price  levels.  Thus,  a  balanced 
program  to  support  fanners  should  avoid  erring  in  either  of  these 
directions. 

Many  surest  that  current  tai^et  price  levels  should  be  increased 
to  provide  greater  support  to  farmers.  Higher  target  prices,  however, 
impose  serious  risks. 

Because  demand  for  grains  and  oilseeds  is  relatively  inelastic  in  the 
short  run,  a  small  surplus  or  a  small  deficit  may  establish  the  price 
level  for  the  whole  crop.  A  small  surplus  could  lead  to  large  govern- 


,y  Google 


1231 

mental  payment  obligations  under  the  tat^t  price  mechanism. 
Realistically,  however,  there  will  be  political  and  economic  pressures 
to  limit  Federal  expenditures. 

The  budgetary  cost,  however,  of  buying  the  small  surplus  may  be 
substantially  less  than  the  Federal  cost  of  direct  income  payments  to 
cover  the  difference  between  market  and  target  prices  on  the  ehgible 
share  of  the  crop.  The  fact  that  lower  consumer  prices  could  be  offset 
gainst  these  budgetary  outlays  is  at  best  an  ambivalent  advantage. 
Smce  die  U.S.  exports  about  one-auarter  of  its  com,  one-half  of  its 
soybeans  and  three-fifths  of  its  wneat,  much  of  this  apparent  ad- 
vantage would  go  to  foreign  customers. 

For  these  reasons.  Government  may  prefer  to  purchase  the  small 
surplus  at  target  price  levels  with  the  mtention  of  reselling  it  later 
in  future  years.  This  effort  to  reduce  budgetary  costs  would  transform 
an  income  maintenance  program  into  a  price  support  mechanism  at 
levels  which  would  stimulate  competitive  production  abroad.  This  risk 
therefore  suggests  that  target  pnce  levels  and  the  target  price  con- 
cept ought  to  be  reexamined.  Reasonable  support  for  farmers  without 
the  potential  problems  of  target  prices,  in  our  opinion,  can  be  provided 
by  a  combination  of  limited,  conscious  reserves  and  loan  programs 
for  wheat,  feed  grains  and  soybeans  that  protect  against  prolonged 
disastrous  price  levels. 

There  appears  to  be  general  agreement  that  current  loan  levels — 
$1.10  for  com  and  $1.37  for  wheat — are  too  low.  Given  the  economics 
of  world  gr^n  production,  loan  levels  of  $2  per  bushel  for  com  and  $3 
per  bushel  for  wheat  would  be  too  high.  Smce  soybean  farmers  face 
similar  risks  as  grain  producers,  they  deserve  price  support  protection 
as  well.  A  price  support  of  $2.50  per  bushel  for  soybeans  would  be  too 
low,  and  one  of  $5  per  bushel  would  be  too  high.  Comparative  produc- 
tion costs  and  yields  indicate  that  a  soybean  loan  level  should  be  ap- 
proximately 2.5  times  the  com  loan  level. 

Price  supports  for  these  primary  commodities  should  avoid  the 
risks  of  disastrously  low  prices  over  time  on  the  one  hand  and  in- 
flexibly high  supports  that  stimulate  excess  production  over  time  on 
the  other  hann.  They  should  strike  a  balance  between  these  two 
extremes  and  encourage  market  forces  of  supply  and  demand  to  govern 
in  most  circumstances. 

During  this  interim  period  of  uncertainty,  farmers  may  deserve  a 
somewhat  higher,  but  temporary,  incentive  to  stimulate  expanded 
output.  This  could  be  done  through  a  governmental  commitment  to 
purchase  limited  quantities  of  grains  and  oilseeds  at  agreed  upon 
price  levels,  if  market  prices  drop  to  those  levels.  These  quantities 
could  be  purchased  under  Commodity  Credit  Corporation  charter 
authority  and  held  as  reserves  insulated  from  the  marketplace. 

Addressing  ourselves  to  reserves,  in  our  opinion,  any  successful 
reserves  pohcy  needs  to  meet  several  objectives.  First,  since  demand 
for  grains  and  oilseeds  is  relatively  inelastic  in  the  short  term  at  both 
high  and  low  price  levels,  a  reserve  should  eliminate  extreme  price 
peaks  and  troughs.  Reasonable  price  movements  perform  valid  eco- 
nomic functions — allocating  supplies  and  signaling  needed  production 
adjustments.  Abrupt  and  very  lame  price  movements,  however,  disrupt 
the  economy  and  adversely  affect  the  welfare  of  consumers  and 
producers. 
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Sei'ond,  a  re^rves  program  ?thoiikl  in^tulate  designated  supplies 
until  needed  in  periods  of  shortage.  Reserves  policies  should  strike  a 
reasonable  balance  between  tliis  goal  of  assured  supplies  and  the  goal 
of  stable  prices. 

Stocks  carried  in  the  private  sector  contribute  toward  acliieving; 
these  goals,  but  there  are  limits  to  the  degree  of  supply  assurance  they 
can  provide.  Private  parties  in  the  marketplace — from  farmers 
through  merchandisers  to  processors — are  prepared  to  carry  stocks 
needed  to  deal  with  risks  of  sliortfalls  that  can  be  foreseen  with  reason- 
able accuracy.  They  are  motivated  by  the  hope  of  earning  a  profit  on 
the  services  they  perform. 

Home  risks  of  farming,  however,  cannot  be  foreseen.  Yields  and 
production  will  fluctuate.  The  timing,  magnitude  and  duration  of  such 
nuctuations  cannot  be  known  in  advance.  The  fact  that  governmental 
decisions  programing  set-aside  acreage  must  be  made  12  to  18  months 
before  harvest  only  lieightens  the  potential  impact  of  these  un- 
certainties. 

These  risks  cannot  be  insured  against,  then,  simply  by  planning 
production  to  meet  anticipated  needs.  Because  the  incidence  of  these 
risks  cannot  be  foreseen,  private  parties  alone  cannot  provide  insur- 
ance against  them.  Since  costs  of  acquiring  and  holding  stocks  against 
some  risks  exceed  probably  private  benefits,  privately  held  reserves 
mav  not  protect  the  public  from  serious,  unpredictable  shortages. 

By  contrast,  the  old  program — default  under  the  loan  and  res^  at 
116  percent  of  the  loan — erred  at  the  other  extreme.  It  held  market 

E rices  artificially  low  and  stable.  Moreover,  the  low  release  price 
rought  these  stocks  back  into  the  marketplace  too  early.  Therefore,  a 
conscious  reserves  poli<'y  should  maximize  the  advantages  of  private 
stockholding  while  buttres.sing  these  with  residual  governmental 
authorities  that  insulate  designated  stocks  into  periods  of  serious  need. 

Third,  any  U.S.  reserves  program  should  encour^e  broader  sharing 
of  the  burdens  of  maintaining  stocks.  Both  importing  and  exporting 
nations  gain  from  sensible  stock  management  policies.  All  wealthy 
nations  should  assume  some  of  the  costs  of  financing;  reserves. 

Finally,  a  U.S.  reserves  program  should  avoid  price  commitroents 
embedded  in  international  commoditv  agreements.  Both  developing 
countries  and  the  European  Community  would  like  to  fold  a  reserves 
program  into  an  international  commodity  agreement.  This  would 
stabilize  their  foreign  exchange  earnings,  provide  them  access  to 
markets  at  the  expense  of  U.S.  exports  and  conceal  their  protection  of 
domestic  producers. 

Such  price  commitments  would  have  U.S.  consumers  subsidize, 
through  artificially  liigh  prices,  increased  agricultural  production 
abroad.  This  expanded  output  eventually  would  displace  U.8.  exports. 
The  result  wculd  be  foreign  markets  lost  to  others,  reduced  U.S,  foreign 
exchai^e  earnings,  fewer  jobs  and  less  income  in  this  country  and  a 
disproportionate  share  of  the  costs  of  reserves  foiling  upon  tlie  United 
States. 

Thus,  there  are  three  critical  elements  of  any  successfid  reserves 
prt^ain.  First,  there  nmst  be  a  wide  band  between  governmental 
acquisition  and  release  prices.  Second,  clear  limits  must  be  inaposed  on 
the  quantities  of  stocks  that  can  be  held  in  governmental  hands. 
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Tliese  two  features  strike  a  reasonable  balance  between  stable  prices 
and  assured  supplies.  They  permit  market  forces  to  function  in  normal 
circumstances  while  protecting  designated  supplies  into  periods  of 
most  critical  need.  The  third  necessary  feature  is  agreement  upon  total 
carryoverlevels  that  would  trigger  acreage  and  production  adjustments. 
Specific  provisions  are  difficult  to  develop  in  today's  uncertain 
climate.  The  following  guidelines,  however,  define  the  major  charac- 
teristics of  our  proposals:  (1)  There  should  be  stock  policies  for  wheat, 
feed  grains,  and  soybeans ;  (2)  carryover  objectives  should  be  related  to 
total  annual  utilization  and  to:  (a)  The  costs  of  storing  the  commodi- 
ties; (b)  the  historical  pattern  of  world  fluctuations  in  annual  pro- 
duction and  consumption;  (c)  the  use  of  the  commodity  for  food  or 
feed;  and  (d)  the  effects  of  diffeient  stock-cajrying  levels  in  the  will- 
ingness of  others  to  assume  some  stock-canying  responsibilities. 
Reasonable  carryover  levels  for  each  of  these  might  ]ie  between  one- 
tenth  and  one-third  of  total  annual  utilization,  depending  on  the 
commodity;  and  (3)  wherever  possible,  private  parties  ou^t  to  be 
encouraged  to  cany  as  much  of  the  carryover  objective  for  each 
commodity  as  possible,  with  the  Government  functiomng  only  as  the 
residual  buyer  or  seller.  Goveromental  stocks  should  be  limited  and 
probably  should  not  exceed  one-half  of  the  carryover  objective.  A 
program  implementing  this  would  include:  (a)  A  governmental  ac- 
quisition price  that  would  be  set  at  some  specific  level  above  the  loan 
and  below  long-term  equilibrium;  and  (b)  a  release  price  at  least  twice 
the  acquisition  price  and  below  which  the  Government  could  not  sell 
from  its  reserve  stocks. 

A  wide  price  band  free  from  governmental  interventions  in  the  mar- 
ketplace is  desiiable  to  facilitate  allocation  of  supplies  and  signaling 
of  production  responses.  An  ej£cient,  responsive  American  agriculture 
depends  on  market  pricing  for  these  signals  and  production  incentives. 
Governmental  intervention  in  this  market  must,  therefore,  be  of  a  pre- 
dictable and  limited  nature.  A  policy  developed  along;  the  lines  of  our 
proposal  meets  stockholding  objectives  consistent  with  an  effective 
market  system, 

Ijast,  regarding  export  surveillance,  poor  harvests  overseas  in  1972, 
strong  economic  performance  of  the  industrial  economies  in  1973, 
and  disappointing  U.S.  crops  in  1974  have  drawn  attention  to  export 
surveillance  policies.  The  massive  Russian  purchases  in  1972  and  the 
fear  of  similar  events  in  the  future  seem  to  have  replaced  a  policy  of 
no  export  monitoring  with  demands  for  rigid  export  Hcensing  and 
contiol  programs.  In  our  opinion,  a  more  balanced  assessment  of 
problems  and  poHcy  tools  suggests  constructive  alternatives. 

In  the  first  place,  U.S.  agnculture  generally  has  been  characterized 
by  a  surplus  of  grain  and  oilseed  supplies  over  commercial  demand. 
Land  has  been  held  out  of  production,  and  people  and  resources  have 
left  farming.  Wliile  food  supplies  are  currently  tight,  available  evidence 
suggests  that  these  shortages  may  be  temporary  rather  than  chronic. 
If  today's  shortages  prove  temporary,  the  United  States  will  badly 
need  the  foreign  markets  that  we  have  so  carefully  encouraged  in  the 
past.  If  these  circumstances  develop,  it  is  premature  to  superimpose  a 
rigid  licensing  and  control  system  on  U.S.  farm  exports. 

Altliough  prospects  for  supphes  over  time  remain  uncertain,  cyclical 
fluctuations  m  supply  and  demand  from  year  to  year  can  be  expected. 
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Price  lesponses  can  accommodate  minor  fluctuations,  during  groin 
away  from  feeding  uses  in  periods  of  scarcity  and  encouraging  ex- 
panded feeding  as  supplies  return  to  comfortable  levels.  An  insulated 
reserve  that  absorbs  excess  stocks  and  carries  them  into  periods  of 
real  need  can  meet  more  extreme  fluctuations.  Such  reserves  serve 
domestic  supply  needs  without  invoking  export  controls. 

America  snares  a  fundamental  interest  with  other  nations  in 
avoiding  such  controls,  since  they  disrupt  traditional  commercial 
relationships  and  encourage  more  actions  like  that  of  OPEC.  While 
controls  on  exports  may  oe  required  in  extraordinaiy  cases,  market 
adjustments  and  an  effective  reserves  program  aie  preferred  alter- 
natives. 

Improved  surveillance  of  international  market  developmenta  and 
exports,  however,  does  make  sense.  The  purpose  would  not  be  to 
control  exports  but  to  anticipate  market  disruptions.  The  dat& 
provided  by  the  current  export  reporting  S3^tem  are  useful  when 
properly  interpreted.  Improved  reportir^  on  world  production, 
consumption,  and  stocks  would  reduce  uncertainties  and  surprises. 
The  governmental  monitoriiw  of  buying  intentions  of  major  foreign 
customers  undertaken  by  USDA  this  year  has  seemed  to  help,  although 
the  prior  approval  program  may  be  too  rigid.  Better  surveillance- 
backed  by  cooperative  dialog  with  importing  nations,  when  necessary- 
should  sorvB  the  interests  of  all  avoiding  both  export  controls  and 
market  disruptions. 

Mr.  Chairman,  thank  you  for  this  opportiinity  to  discuss  important 
farm  policy  issues.  The  National  Grain  and  Food  Association  is  anxious 
to  assist  your  deliberations  in  any  way  it  can. 

Senator  McGovbrn.  Thank  you,  ^I^.  Middents,  for  your  testimony. 

In  your  statement  you  make  the  argument  in  warning  against  the 
target  price  concept,  but  since  we  export  a  high  percent^e  of  our 
crop,  that  tends  to  work  in  favor  of  foreign  consumers  to  a  considerable 
extent. 

Is  that  not  one  of  the  advantages  of  the  tai^et  price  concept,  that  it 
enables  us  to  stay  competitive  in  international  markets  at  a  time  when 
those  markets  are  very  important  to  us? 

Mr.  Middents.  It  would  enable  us  to  stay  competitive,  but  in  the 
case  of  wheat,  for  instance,  it  would  mean  subsidizii^  foreign  use  of 
three-fourths  of  our  wheat  production,  which  might  or  might  not  be 
acceptable,  in  our  opinion,  to  some  of  the  consumers  in  this  Nation  at 
this  point. 

It  might  be  more  practical  as  an  alternative  temporarily  to  purchase 
some  of  this  small  surplus  and  carrj'  it  over  info  future  years  when  we 
need  it  rather  tlmn  allow  it  to  clear  the  market  at  low  prices  this  year 
and  have  billions  of  dollars  in  direct  pajinents  from  the  Treasury  sup- 
port major  producers. 

Senator  McGovern.  At  the  present  time,  though,  that  market  price 
is  well  above  the  target  price,  is  it  not? 

Mr.  Middents.  Oh,  yes,  very  much  so. 

Senator  McGovern.  So  there  is  some  leeway  in  terms  of  an  upward 
adjustment  on  the  target  price  l>ofore  we  would  bump  into  the  antici- 
pated market  price,  is  there  not? 
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Mr.  MiDDEMTS.  Well,  I  am  not  predicting  what  prices  may  be  next 
year.  I  think  this  woiild  be  very  dangerous  and  difficult,  but  if  we  do 
produce  1  billion  to  IK  billion  bushels  more  of  com  next  year  than  we 
are  consuming  and  exporting  this  year,  and  400  million  bushels  more 
wheat — that  is  not  a  prediction;  that  is  just  stated  as  a  possibility — • 
I  think  it  is  possible  that  prices  could  decHne  below  the  taiget  price 
level. 

Senator  McGovern.  Well,  if  they  do,  our  wheat  farmers  are  going 
to  go  broke.  All  of  our  grain  farmers,  if  the  returns  to  them  fall  belcw 
$l.;i8forcomand  $2.05  for  wheat,  are  going  to  go  broke,  are  they  not? 

Mr.  MiDDENTs.  That  is  why  we  are  suggesting  that,  perhaps,  as  a 
temporary  measure,  the  Government  should  purchase,  and  wa  eluci- 
date at  length  in  our  submitted  statement,  the  surplus  that  does  de- 
velop, as  long  as  it  is  predictable  and  limited  in  quantity,  and  that  the 
loan  level,  perhaps,  should  be  raised.  Also  the  spread  between  the 
target  price  and  tne  loan  could  be  narrowed  through  a  modest  increase 
in  the  loan.  It  would  be  in  the  interest  of  the  consumers  and  the  pro- 
ducers in  the  long  run  in  the  Nation. 

Senator  McGovern.  Senator  Dole,  do  you  have  any  questions? 

Senator  Dole.  No;  I  have  no  questions.  I  noted  your  reference  to 
grain  reserves,  which  I  am  not  certain  I  agree  with,  and  also  with 
reference  to  monitoring. 

Secretary  Butz  indicated  yesterday  that  the  present  system  would 
probably  be  scrapped  insofar  as  wheat,  soybeans,  and  soybean  meal, 
IS  concerned,  because  it  now  ap])ear9  that  our  stocks  are  adequate, 
but  they  will  be  retained  on  com.  He  said  it  could  happen  in  the  next 
couple  of  weeks. 

Mr.  MiDDENTs.  Right. 

Senator  Dole.  Do  you  really  believe  that  the  monitorii^  system 
implemented  last  October  served  a  useful  purpose  other  than  lowering 
prices?  I  do  not  think  that  is  a  useful  purpose;  do  not  misunderstand 
me. 

Mr.  MiDDENTS.  I  understand. 

I  do  not  have  all  of  the  knowledge  or  facts  available  to  make  that 
judgment,  of  course.  I  do  think  that  when  we  are  trading  with  nations 
who  do  not  disclose  as  much  information  to  us  as  we  do  to  them,  that 
we  must  have  some  type  of  dialog,  as  I  indicated,  with  those  importing 
nations,  and  perhaps  some  guidelines  can  be  established  between  the 
United  States  and  those  importing  nations  without  imposing  export 
controls. 

In  ray  statement,  Senator  Dole,  I  do  say  that  I  think  rigid  monitor- 
ing is  something  that  we  should  do  away  with. 

Senator  Dole.  Well,  it  seems  to  me  that  when  you  require  prior 
approval  from,  virtually,  the  White  House,  that  you  really  place  an 
impediment  in  this  marketing  system.  I  do  not  understand  just  how 
it  all  works. 

Mr.  MiDDENTs.  I  agree  with  you  on  that. 

Senator  Dole,  Wc  should  know  what  is  available  around  the  world 
and  what  is  going  on,  but  it  seems  to  me  we  don't  have  to  have 
clearance  from  the  Whife  House.  Maybe  it  is  only  a  pro  forma  prior 
apjiroval.  What  would  happen  if  country  X  would  contact  Cai^Il, 
for  example,  with  reference  to  a  pretty  good  order  of  wheat,  in  excess 
of — let  us  see,  it  is  100,000  tons  now?  You  have  to  have  prior  approval. 
What  happens  in  that  case?  Maybe  it  does  not  happen  that  way  at  all. 
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Mr.  MiDDBNTS.  Yes;  it  is  very  difficult,  of  course,  to  conduct  busi- 
ness when  mai^ts  are  moving  as  rapidly  as  they  are  and  not  be 
certain  that  you  will  have  approval  of  such  a  sale  within  minutes,  let 
alone  hours  or  days.  And  so  it  does  impede  the  possibility  of  doing 
export  business  in  a  competitive  situation  from  the  United  States. 

Senator  Dole.  It  seems  to  me  that  potential  customer  might  just 
decide  to  go  somewhere  else. 

Mr.  MiDDENTS.  And,  of  course,  a  seller,  such  as  us,  has  to  be  more 
cautious  in  the  piice  at  which  he  trades  grain  when  he  has  a  commit- 
ment that  he  is  not  certain  of  for  a  period  of  days  or  weeks. 

Senator  Dole.  I  am  not  critical  of  the  objective.  It  seems  to  me 
that  we  just  stiU  need  to  refine  the  machinery. 

Mr.  MiDDENTS.  Correct. 

Senator  Dole.  Thank  you. 

Senator  McQovbrn.  Thank  you,  Mr.  Middents,  for  your  testimony. 

Mr.  Middents.  Thank  you,  sdr. 

Senator  McGovebn.  Ii'onuer  Congressman  Hagen  is  h«:e  from 
CaUfortua. 

I  understand,  Congressman,  that  you  do  not  have  a  prepared 
statement  but  you  would  like  to  make  a  brief  oral  statement. 

SIATEHEKT  OF  HOIT.  EABLAIT  F.  EAOEN,  ABLINOTOn,  TA. 

Mr.  Haqen.  Honorable  Mr.  Acting  Committee  Chairman,  the 

fentleman  from  South  Dakota,  and  the  other  honorable  Senators 
ere,  I  believe  I  served  with  both  of  you  on  the  House  Agriculture 
Committee. 

I  have  somewhat  been  vegetating  as  far  as  politics  are  concerned 
since  I  got  beat  in  1966.  However,  I  read  an  awful  lot,  and  I  have 
been  following  your  hearings  in  the  newspaper.  I  just  wanted  to 
express  a  few  general  observations  which  do  not  relate  specifically 
to  the  rice  program  but  include  it. 

No.  1,  there  was  a  statement  in  the  paper  the  other  day  that 
Secretary  Butz  advocated  the  transferrii^  tne  food  stamp  program 
out  of  the  Agriculture  Department.  I  think  that  is  a  mistake.  The 
primary,  I  would  say,  justification  for  both  the  food  stamp  prt^am 
and  the  Public  Law  480  programs,  shipments  overseas,  was  the 
reduction  of  these  vast  ^ricultural  surpluses  in  an  efficient  manner, 
wliich  were  costing  the  governments  huge  amounts  in  storage.  They 
have,  of  course,  a  welfare  aspect  to  them,  both  of  them,  abroad  aad 
at  home,  and  they  also  serve  the  purpose  of  foreign  policy  most 
directly,  the  Public  Law  480  program,  and  I  think  these  considerations 
should  be  kept  in  mind  when  vou  consider  this  question. 

These  questions,  of  course,  have  been  with  us  since  the  middle  Mwl 
late  1920's  when  the  farm  depression  started  in  the  Midwest  and  tlie 
South.  I  think  it  would  be  a  gross  error  to  transfer  the  food  stamp 
program  to  some  other  branch  of  Government. 

Now,  I  think  that  summarizes  practically  everj'thing  I  have  to  say. 
I  believe  that  still  this  one  purpose  of  the  efficient  handling  of  these 
food  surpluses  is  the  primary  motivation  of  both  of  those  programs, 
and  I  disagree  strongly  with  the  view  that  wo  have  some  moralistic 


obligation  to  feed  everybody  around  the  world.  I  do  not  tliink  we  have. 
I  do  not  think  we  could  sustain  it,  and  it  seems  ridiculous  to  continue 
to  mcvhaustably  supply  food  to  some  of  these  countries  which  have 
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outrageous  birth  rates  and  do  nothing  about  it  for  religious  reasons 
or  other  reasons. 

Those  are  the  observations,  and  I  echo  the  sentiments  of  the 
Governor  of  North  Dakota  about  my  gratitude  for  tiie  privilege  of 
being  here. 

Incidentally,  I  am  from  North  Dakota,  too.  I  grew  up  there  until 
the  age  of  15,  and  my  father  was  both  a  banker  and  a  farmer  until 
he  went  broke  in  the  late  1920's. 

Senator  McGovern.  ThBnk  you  very  much,  Congressman  Hagen. 
We  did  in  fact  serve  together  on  the  House  Agriculture  Committee, 
and  we  are  glad  to  have  your  testimony. 

I  think  it  is  ciear  the  United  States  cannot  feed  the  world.  We  have 
led  the  way  in  offering  assistance,  but  we  certainly  cannot  do  that  Job 
alone, 

Mr.  Hagen.  That  is  certainly  true,  and  I  do  not  think  we  can  ever, 
and  I  think  the  gross  national  problem  with  perhaps  the  added  cost  of 
feeding  the  world  would  take  away  from  what  our  people  need  more. 

Senator  Dole.  I  have  no  questions,  Harlan,  but  I  just  wanted  to 
comment.  I  think  Secretary  Butz  is  reaUstic.  He  knows  it  is  not  going 
to  be  transferred.  I  am  not  certain — and  again  I  do  not  want  to  oe  in 
a  position  of  defending  the  Secretary. 

Mr.  Haoen.  1  am  not  criticizing  the  Secretary.  I  criticize  this 
proposal. 

Senator  Dole.  Yes,  it  is  not  realistic.  On  the  other  hand,  I  know 
when  I  go  out  to  Kansas,  and  you  have  been  going  out  to  California 
that  a  lot  of  farmers  do  not  understand  why  people  are  attacking 
them  for  this  big  agriculture  budget  when  70  percent  of  it  is  food 
stamps  and  school  lunch,  and  everyone  is  pointing  their  finger  at  the 
farmer,  saying,  he  is  getting  it. 

Whatever  the  budget  was  last  year — what  was  it,  $9  or  $10  billion? 
The  rice  farmer  or  the  wheat  farmer  or  whoever  is  getting  practically 
nothing.  What  he  was  trying  to  do  is  maybe  get  it  in  context,  but  it  is 
not  going  to  happen. 

Mr.  Hagen.  Well,  I  think  you  gentlemen  can  do  a  job  on  educating 
the  public  on  that.  Farming  is  a  hazardous  occupation. 

Senator  Dole.  Like  politics. 

Mr.  Hagen.   Yes,  exactly  right. 

&^enator  McGovern.  Thank  you  very  much.  Congressman  Hagen, 

Mr.  Hagen.  Thank  you  gentlemen.  You  give  my  greetings  to  the 
other  members  of  the  Committee. 

Senator  McGovern.  Thank  you. 

Our  next  witness  is  Mr.  Carter  and  Mr.  Jones,  president  and  chief 
executive  officer  and  chairman  of  the  board  of  Riceland  Foods. 

STATEMENT  OF  L.  C.  CABTER,  FBESISENT  AND  CHIEF  EZECUTITE 
OFFICEE,  EICELAMB  FOODS,  STUTTOAET,  AEK. 

Mr.  Carter.  Mr.  Chairman  and  members  of  the  committee,  I 
am  L.  C.  Carter,  president  and  chief  executive  office  of  Riceland 
Foods,  whose  administrative  headquarters  are  located  in  Stuttgart, 
Ark. 

Accompanying  me  today  is  Bill  E.  Jones  of  Fisher,  Ark.  Mr.  Jones 
is  a  rice  fanner  and  chairman  of  the  board  of  Riceland  Foods. 

Riceland   Foods  is   a  farmer-owned   and   controlled  cooperative. 
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The  membership  consists  of  approximately  5,000  rice  farmers,  whose 
farming  operations  are  located  in  Arkansas,  Louisisoa,  Mississippi, 
Tennessee,  and  Missouri, 

The  orgamzation  is  engaged  in  the  receiving,  dmng,  conditioning, 
storing,  milling,  and  marketing  of  rice  produced  by  its  members. 
Annually,  Riceland  handles  60  percent  of  the  Arkansas  rice  production, 
practically  all  of  the  Missouri  and  Tennessee  crops,  and  a  substantial 
portion  of  the  rice  produced  in  Mississippi  and  northeast  Louisiana. 
The  annual  volume  of  the  rice  handled  by  Kiceland  is  equal  to  almost 
15  percent  of  the  total  U.S.  rice  production. 

Riceland  distributed  the  finished  products  of  its  members,  in  both 
domestic  and  export  markets.  Approximately  60  percent  of  its  total 
production  is  moving  in  the  foreign  market. 

It  is  in  behalf  of  these  5,000  farmer-members  of  Riceland  Foods 
that  I  appear  here  today.  The  present  legislation  has  served  all  seg- 
ments oi  the  rice  industry  well  for  the  past  two  decades.  In  1954,  it 
was  my  privilege  to  serve  on  a  small  drafting  committee  in  developing 
the  present  rice  legislation.  During  the  last  20  y^^ars,  we  have  vigor- 
ously and  successfully  opjwsed  any  major  efforts  to  change  this 
legislation. 

We  feel  now,  however,  that  the  time  has  arrived  when  we  must 
take  a  fresh,  new  look  at  the  existing  rice  legislation.  This  premise  is 
based  on  the  firm  conviction  that,  so  far  as  agriculture  m  general 
and  rice  farming  in  particular  is  concerned,  we  are  in  a  new  era,  or  as 
some  say,  'in  a  new  ball  game." 

Opportunities  for  the  American  rice  farmer  to  play  an  increasingly 
impyortant  role,  in  supplying  food  to  all  areas  of  the  world,  have  never 
been  greater.  However,  ne  cannot  fulfill  this  role  under  the  restrictions 
of  the  present  rice  program.  For  these  reasons,  a  new  approach,  which 
will  permit  maximum  flexibility  in  the  production  and  marketit^  of 
rice,  must  be  developed. 

Veiy  real  opportumties  exist  that  will  allow  expansion  of  the  Ameri- 
can rice  industry,  in  both  the  domestic  and  export  markets.  Some  of 
these  are:  one,  continued  expansions  of  the  world's  population,  by 
some  80  million  persons  each  year. 

Two,  the  increasing  afHuencv  of  the  people  in  the  world.  As  a  matter 
of  policy,  many  governments  have  emoarked  on  long-range  programs 
of  providing  more  and  better  food  for  their  people. 

Three,  the  renewal  and  normalization  of  trade  with  Rus.sia  and 
China  and  possibly  Cuba,  in  the  near  future — and  incidentally,  Cuba 
was  purchasing  about  6  million  hundredweights  of  milled  rice,  from  the 
Unit^-d  States,  when  tradii^  ceased  with  that  country  some  10  or  15 
years  ago.  These  new  markets  will  add  about  two-thirds  of  the  worid's 
population  to  our  potential  customers. 

Four,  the  enhanced  competitive  position  of  American  acriculturd 
products  in  world  markets,  due  to  the  devaluation  of  the  U.S.  dollar 
and  other  economic  changes  in  the  world. 

Five,  the  recent  enactment  of  the  Trade  Act  should  open  new 
markets  for  us  as  negotiations  develop  as  a  result  of  tliis  very  important 
act. 

Six,  the  declining  land  nvsilability  suitable  for  food  production, 
particularly  rice,  throughout  the  world.  Only  the  United  States  has  the 
immediate  capability  to  efficiently  increase  rice  production. 
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Seven,  rice  is  the  world's  most  important  food  crop.  It  is  the  primary 
food  of  Hterally  hundreds  of  millions  of  the  world's  people,  milUons  of 
whom  are  amon^  the  most  needy,  hungry  and  depnved. 

Eight,  the  United  States  produces  less  than  2  percent  of  the  total 
world  rice  supply.  It  is,  however,  the  largest  supplier  of  international 
markets.  It  is  also  the  most  dependable  suppher  due  to  the  advanced 
technologj'  of  the  American  rice  farmer. 

Nine,  rice  is  and  has  been  a  major  factor  in  the  U.S.  balance  of  trade. 
Its  1974  contribution  was  about  $1  bilhon,  approximately  5  percent  of 
the  total  U.S.  agricultural  exports.  Additional  supplies  will  provide  for 
even  greater  participation  in  foreign  trade,  and  1  might  say — it  has 
alreadv  been  pointed  out  here— that  total  agricultural  exports  last  year 
was  a&out  $21.3  billion.  This  year  it  is  estimated  to  oe  about  $22 
billion.  Agriculture  is  contributing  about  $11  billion  to  the  balance  of 
trade  above  the  imports  of  agricultural  products. 

Senator,  this  is  a  very  significant  contribution  that  agriculture  is 
making  to  our  balance  of  trade. 

Senator  Dole.  What  percent  of  that  would  be  rice? 
Mr.  Cahter.  About  5  percent  of  the  total  a^cultural  exports  are 
rice. 

Senator  Dole,  But  I  mean,  you  get  into  the  dollar  part,  because  I 
understand ~ 

Mr.  Carter.  I  am  not  sure,  but  of  course  some  moves  out  under 
Public  Law  480. 

Senator  Dole.  About  60  percent  of  it, 

Mr.  Carter.  About  half  of  our  exports  over  a  period  of  years  is  with 
Public  Law  480  and  about  half  commercial  sales.  Now  really.  Public 
[..aw  480  under  title  I  is  not  a  complete,  total  cost  to  the  Government 
because  these  are  concessional  sales  under  long,  easy  credit  terms,  as  I 
understand,  none  of  these  countries  have  defaulted  on  their  payments. 
All  of  these  countries  are  current  as  far  as  payments  on  Pubhc  Law  480 
ire  concerned - 

Senator  Dole.  Are  most  of  the  shipments  of  Public  Law  480  rice 
jnder  title  II  agreements? 

Mr.  Carter.  As  I  understand  it,  we  have  not  had  any  title  II, 
Pubhc  Law  480  business  in  years,  very  little  ever.  Mostly  all  has  been 
itie  I. 

Senator  Dole.  Excuse  me,  I  did  not  mean  to  interrupt. 

Mr.  Carter.  That  is  all  right. 

In  view  of  the  above  opportunities,  the  board  of  directors  of  Eiceland 
?oods  will  cooperate  with  other  segments  of  the  rice  industry,  the 
present  administration  and  Congress  in  developing  new  rice  legislation. 
>uch  legislation  should  be  developed  with  the  following  principles  in 
nind :  one,  embody  specific  minimums  for  the  protection  of  all  current 
ice  farmers. 

Two,  maintain  the  stabihty  of  the  rice  industry'. 

Three,  provide  for  its  orderly  expansion. 

Mr.  Chaii-man,  as  you  perhaps  know,  we,  Riceland  Foods — and  I 
night  say  the  Arkansas  rice  farmers— supported  rice  legislation  in  the 
Jouse  and  Senate  last  year.  The  proposed  legislation  was  killed  in  the 
■louse,  during  the  last  days  of  the  93d  Congress. 

If  we  learned  anything  m  that  effort,  it  was  that  it  is  virtually  im- 
tossiblo  to  pass  rice  lcgi;pation  when  there  ia  a  great  division  and  dif- 
s  of  opinion  within  the  industry. 
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Senator  Dole.  It  is  even  pretty  hard  when  all  fanners  agree  to  pass 
farm  legislation  any  more. 

Mr.  Cahteb.  I, agree  with  you,  sir. 

Senator  McGovehn.  The  bill  that  you  favor,  Mr.  Carter,  is  that  the 
legislation  that  Senator  McClellan  introduced? 

Mr.  Cahteh.  Yes;  Senator  McClellan  introduced  it  in  the  Senate, 
and  Congressman  Alexander  in  the  House.  They  were  companion  bills. 

Since  the  first  of  this  year,  a  number  of  industry  meetings  have  been 
held,  attempting  to  arrive  at  a  consensus.  A  meeting  was  held  in  Hous- 
ton, Tex.,  on  January  21, 1975,  consisting  of  26  industry  producers  and 
production  representatives,  who  hammered  out  a  legislative  program 
that  has  almost  the  unanimous  support  of  the  rice  farmers  in  the  rice- 
producing  States  of  Arkansas,  California,  Louisiana,  Mississippi, 
Missouri,  Tennessee,  and  Texas. 

Briefly,  it  is  as  follows:  one,  amend  the  present  rice  legislation  on  a, 
permanent  basis.  Now  I  would  Uke  to  comment  briefly  about  that. 
We  know  that  legislation  was  being  discussed  for  2  years  and  maybe 
3  vears.  Well,  in  order  to  expand  the  rice  industry,  we  must  provide 
additional  facilities.  Rice  is  a  perishable  commoditj-  as  it  comes  from 
the  combine.  It  has  to  he  dried  immediately.  It  is  a  coramoditv  that 
has  to  be  milled  before  it  can  be  moved  into  the  market,  and  we  do  not 
think  2  years  is  adequate  time  to  prepare  for  an  expanded  industry. 
In  fact,  o\ir  own  organization  has  just  announced  plans  to  build  a 
large  rice  milling  complex  on  a  river  location  for  exports.  It  will  take 
us  2  j-ears,  Senator,  to  build  that  facility,  so  we  do  not  think  that  we 
can  make  much  real  in-depth  planning  with  a  prc^ram  of  short 
duration. 

A.  Abandon  the  parity  concept  tor  a  cost  of  production  formula  to 
determine  the  level  of  pnce  support. 

B.  Establish  the  price  support,  for  the  1976  crop,  at  $8  per  hundred- 
weight or  60  percent  of  parity,  whichever  is  higher,  with  subsequent 
levels  escalating  with  the  cost  of  production. 

C  Provide  a  base  acreage  allotment  of  2  million  acres,  distributed 
on  the  same  formula  as  the  present  allotment. 

D.  Provide  for  "open  end"  production,  with  no  price  support  or 
historj'  for  production  above  one's  allotment,  or  for  new  growers. 

E.  "Provide  for  doubling  the  carryover  formula,  in  the  present 
legislation,  before  marketing  quotas  would  be  triggered  (this  would 
require  a  carryover  of  from  approximately  20  to  25  million  hundred- 
weights before  marketing  qiiotas  would  be  established). 

F.  In  the  unlikelv  event  that  marketing  quotas  were  triggered,  then, 
only  allotment  holders  would  be  permitted  to  grow  rice  without  a 
penalty.  If  the  carryover  was  projected  at  more  than  double  that 
provided  in  the  present  formula,  then,  the  allotments  would  be  re- 
duced to  bring  production  back  in  hne,  but  not  below  1,650,000  acres. 

G.  Provide  for  the  lease  and  the  sale  of  allotments,  within  States. 
Mr.  Chairman,  this  industry  proposal  includes  many  features  of 

the  rice  legislation,  which  received  the  approval  of  this  committee, 
during  the  93d  Congress.  It  also  removes  many  objections  of  major 
s^jments  of  the  rice  industry  to  the  legislation  under  consideration 
last  year. 

For  example,  it  fixes  the  base  allotment  at  2  million  acres,  the  sup- 
port price  at  approximately  S8  per  hundredweight,  removes  parity 
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as  a  bn;ds  for  determining  the  support  level,  provides  for  "open  end" 
production  mth  safeguards  gainst  over  production,  allows  for  a 
reserve  oE  double  that  specifiea  in  the  present  legislation,  and  allows 
for  uniform  sale  and  lease  of  allotments  within  States. 

On  the  other  hand,  it  avoids  direct  payments  to  farmers,  removes 
limitation  of  pa^^ments,  and  substitutes  the  cost  of  production  for  the 
parity  formula  m  arriving  at  subsequent  levels  of  support. 

In  a  recent  meeting  of  the  National  Rice  Advisory  Committee,  it 
became  evident  that  certain  features  of  the  above  industry  proposal 
would  encounter  opposition  from  the  administration,  particularly  the 
suf^stion  that  the  amendment  be  permanent  and  the  tri^ering 
feature  iu  the  event  of  overproduction.  We  are  contemplating  addi- 
tional meetings  with  the  officials  of  the  U.S.  Department  of  Agricul- 
ture, in  the  near  future,  in  an  attempt  to  resolve  these  differences.  We 
hope  it  is  possible  for  the  rice  industry  to  come  before  this  committee, 
in  the  near  future,  with  proposed  l^slation  that  has  the  support  of 
the  major  segments  of  the  industry,  including  the  national  farm 
organizations. 

I  would  like  to  enter  into  the  record  if  I  may,  an  article  relative  to 
this  expansion.  I  think  there  are  some  facts  that  mi^ht  be  of  Interest.* 

Senator  McGovbrn.  The  article  will  be  includea  in  the  record. 

Senator  Dole.  Was  Texas  listed  in  that  list  of  States? 

Mr,  Carter.  Yes,  sir. 

Mr.  Jones.  You  misread  it.  You  said  Tennessee. 

Mr.  Carter.  Arkansas,  California,  Louisiana,  Mississippi,  Missouri, 
and  Texas,  and  I  emphasize  Texas.  I  am  sorry,  1  meant  Texas, 

Senator  Dole.  Well,  it  is  a  big  State.  I  just  wondered— they  have 
a  lot  of  rice  down  there, 

Mr.  Cahteb.  Big  football  t«ams,  too. 

Briefly,  this  consensus — and  it  is  a  rather  loosely  put  together  set 
of  principles  that  certainly  are  subject  to  change.  I  would  like  to  men- 
tion the  main  points  that  we  agreed  on  in  that  meeting,  and  as  far 
as  I  know,  the  rice  industry  stilTsupports  this  position. 

Senator  Dole.  The  Senate  hell  just  rang.  I  do  not  know  what  that 
means,  but  I  think  that  means  you  are  about  to  end. 

Mr.  Carter.  Yea,  1  am  about  to  end. 

Senator  Dole,  And  this  "coalition"  in  these  States,  what  percent 
of  the  producers,  would  you  say,  agree  with  the  position? 

Mr.  Carter.  I  would  say  almost  all — well,  there  will  be  other 
people  on  here  from  other  States,  but  in  our  area  I  would  say  almost 
100  percent  of  the  producers  would  support  the  consensus  that  we 
arrived  at  in  the  Houston  meeting. 

Senator  Dole.  In  the  States  you  named? 

Mr.  Carter.  Yes;  in  the  States  I  named.  Now,  there  may  be  some 
folks  that  would  not  agree,  but  I  would  say  generally  the  principles 
are  supported  by  all  of  the  States, 

Senator  Dole,  And  that  would  be  if  you  had  100  percent  of  the 
producers,  that  would  be  almost  all  of  the  production. 

Mr.  Jones.  Well,  Senator,  if  you  will  excuse  rae,  you  are  not  going 
to  get  agreement  from  100  percent  of  the  producers,  but  by  and  large, 
the  big  majority  of  the  producers  agreed  on  this  consensus  that  we 
arrived  at  in  Houston.  I  think  that  is  the  way  to  sum  it  up. 

Senator  Dole.  I  agree.  You  cannot  get  100  percent  on  anything. 
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Mr.  Carter,  We  took  this  proposal  before  our  board  of  directors, 
and  they  supported  it  without  any  opposition,  and  I  understand, 
though  others  can  speak  of  their  States,  that  this  has  been  done  in 
other  States. 

Senator  Dole.  I  have  read  the  statement,  and  I  do  not  want  to 
preempt  the  chainnan  here,  but  it  seems  to  me,  you  are  suggesting 
a  different  approach,  sort  of  patterned  after — you  do  not  say  target 
price,  but  at  least  that 

Mr.  Carter.  It  is  a  combination  of  our  present  legislation  and 
many  of  the  principles  that  were  asreed  on  in  the  tai^et  price  legisla- 
tion before  this  committee  and  the  House  last  year. 

Senator  Dole.  Now,  is  your  proposal  just  about  what  was  in  the 
McClellan  bill  last  year,  or  has  it  been  changed? 

Mr.  Carter.  Many  of  the  things  that  were  in  the  McClellan  bill 
are  in  this  consensus.  Now,  there  are  some  things  in  this  proposal  that 
were  not  in  the  McClellan  bill,  that  we  think  actually  strengthened 
the  proposal  because  it  gives  us  a  handle  which  can  be  used  to  protect 
ourselves  against  overproduction,  and  we  can  overproduce  rice  in 
this  country  under  certain  conditions. 

I  would  like  to  say  that  we  did  agree  in  the  McClellan — as  approved 
by  this  committee  to  2-m  ill  ion-acre  allotment,  to  $8  per  hundred- 
weight target  price,  to  the  lease  and  sale  of  allotments,  to  open  end 
production  with  support  of  all  rice  produced  in  the  United  States  at 
60  percent  of  parity. 

Senator  Dole.  New  growers? 

Mr.  Carter.  New  growers.  We  have  all  of  that  in  here,  the  plan 
provides  for  open  end  production  by  new  growers,  as  well  as  old 
growers  who  want  to  exceed  their  allotment. 

Now  we  have  put  one  other  thing  in  this  proposal,  and  that  is  a 
moans  to  trigger  marketing  quotas  when  we  get  too  much  rice.  The 
Government  does  not  want  too  much  rice,  I  am  sure,  because  it  U 
expensive,  and  neither  do  we  in  the  industry,  and  so  we  think  some 
mechanism  of  bringing  production  back  into  control  is  very  important, 
and  I  recognize  that  under  the  McClellan  bill  we  had  that  with  a  set- 
aside.  Wo  have  had  no  experience  with  set-asides.  We  are  somewhat 
frightened  by  it. 

Senator  Dole.  Do  you  have  a  draft  of  this  new  proposal? 

Mr.  Carter.  Not  in  legislative  form,  no  sir,  we  do  not.  We  just  have 
the  points. 

Senator  McGovern.  Were  you  saying,  Mr.  Carter,  that  you  substi- 
tute the  cost  of  production  for  the  parity  formula?  Actually,  they  are 
not  too  far  apart,  are  they? 

Mr.  Carter.  Well,  there  is  a  lot  of  opposition  in  Congres.s,  and  in 
the  administration  to  the  parity  concept.  They  say  it  is  outdated  and 
outmoded,  et  cetera.  We  have  agreed  in  this  consensus  that  we  would 
want  to  start,  saj',  in  the  neighborhood  of  $8,  which  would  be  about  60 
percent  of  parity,  and  that  we  would  then  move  from  that  to  a  coBt  of 
production  formula,  which  would  have  to  be  developed.  We  did  not 
attempt  to  develop  it,  but  a  formula  that  would  relate  to  cost  of  pro- 
duction, and  that  this  would  escalate  with  cost  of  production  in  subse- 
quent years. 

Senator  McGovern.  I  do  not  think  most  farmers  would  quarrel 
with  that.  If  figuring  the  cost  of  production  is  any  simpler  than  figuring 
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Earily — I  am  not  sure  it  is,  but  assuming  it  is — I  think  farmers  will 
e  satisfied  with  assurances  that  they  are  going  to  get  protection. 

Mr.  Carter,  What  we  attempted  to  do  here  is  to  take  things  in 
the  McClellan  bill  that  were  not  controversial  and  incorporate  them 
in  this  plan,  and  also  to  eliminate  things  that  were  controversial — and 
I  would  like  to  mention  three. 

Limitation  of  paymcnts^we  do  not  think  limitation  of  payments — 
we  think  this  is  very  bad.  We  do  not  a^ee  with  the  principle  involved. 
We  do  not  think  you  ought  to  penahze  efficiency,  and  that  is  what 
limitation  of  payment  does.  It  penalizes  initiative.  In  the  rice  industry 
we  do  not  like  direct  payments  from  the  Government.  We  would  rather 
have  a  loan,  where  you  make  a  loan  on  the  commodity,  and  have  the 
commodity  as  collateral.  We  think  it  is  cheaper  for  the  Government 
than  direct  payments.  Though  we  do  not  dislike  parity — we  like  it — 
but  because  there  is  objection  to  it,  we  will  agree- — or  we  did  agree  in 
the  Houston  meeting  to  give  it  up  for  a  cost-of-production  formula, 
which  is  yet  to  be  developed. 

We  think  we  can  sit  down  with  the  people  who  draft  the  legislation 
and  help  develop  a  cost-of-production  formula  that  would  be 
acceptable. 

Senator  McGovern,  I  think,  just  to  be  realistic,  Mr.  Carter,  if  you 
are  looking  for  changes  that  are  going  to  reduce  the  controvert, 
and  therefore  make  it  more  acceptable  in  the  Congress,  removing  that 
limitation  on  paj-ments  is  not  going  to  buy  you  any  votes, 

Mr.  Carter.  It  may  not,  but  I  cannot  help  but  say  what  we 
think. 

Senator  McGovehk.  I  understand,  but 

Mr.  Carter.  If  you  use  a  loan  approach,  though.  Senator,  then  you 
have  no  payments.  This  is  the  way  we  would  get  around  it,  by  using  a 
loan  on  the  commodity.  There  are  no  direct  payments  involved,  and  if 
you  forfeit  the  loan,  then  the  Government  takes  the  commodity,  and 
at  the  levels  which  we  are  talking  about  for  support,  it  would  be  a 
bargain  for  the  Government. 

Senator  McGovebn.  I  am  sorry.  We  are  under  a  time  pressure.  I 
have  your  statement.  I  know  Senator  Dole  has. 

Mr,  Carter.  I  will  be  glad  to  come  back  on  the  stand  after  lunch 
if  you  have  any  more  questions,  and  Mr.  Jones  might  have  a  state- 
ment, just  a  very  brief  one. 

STATESTENT  OF  BILL  E.  JONES,  CHAIKUAN  OF  TEE  BOASD, 
KICELAHD  FOODS,  FISHER,  AKE. 

Mr.  JoxEs.  I  think  that  somewhere  in  here,  if  I  could  make  one 
observation,  most  of  us  who  are  involved  in  this  thing  are  aware  that 
there  are  basically  three  propositions  floating  around.  One  was  pro- 
posed last  j'car,  the  one  that  is  outlined  in  this  proposal,  and  possioily 
something  that  is  ^oing  to  come  out  of  the  Department. 

Personally,  I  think  that  somewhere  along  the  line  we  are  going  to 
reach  an  accommodation  so  that  we  can  come  back  united  before  this 
committee  to  finalize  this  thing. 

Senator  McGovern.  I  hope  you  can.  I  know  the  committee  is 
anxious  to  come  up  with  a  good  proposal,  and  one  that  we  can  get 
through  the  C 
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Mr.  Carter.  This  is  what  we  are  attempting  to  do,  and  we  have 
a  feeling  if  we  do  not,  the  Congress  will  do  it  for  us,  and  we  would 
rather  have  our  input  into  it. 

Senator  McGovern.  Thank  you,  Mr.  Carter. 

Mr.  Jones.  Thank  you,  Senator. 

[The  following  material  was  referred  to  on  p.  1241.] 

[From  the  DoUy  Leader,  Btattstrt.  Ark.,  Feb.  14,  IBTS] 

RiCEiAND  Foods  Discloses  Nbw  Millino  Coupler  Plans 
(By  Gamer  Allen) 


Undaunted  by  the  current  rough  economic  tides,  and  with  a  history  of  timely 
beginnings  in  the  log  (combine-drying,  1944;  soybean  processing,  1958),  director! 
representing  the  thousands  of  farmers  who  niake  up  the  huge  quad-state  coopera' 
tive  have  authoriEed  advanced  planning  for  a  major  new  rice  ""iliing  oomplei. 

That  action  was  taken  at  a  Feb.  4  board  meeting  at  Stuttgart,  I^^sldeat  L.  C. 
Carter  divulged  Thursday,  in  this  formal  statement: 

"The  board  of  directors  of  Riceland  Foods  has  authorized  and  directed  a  pro- 
gram to  proceed  immediately  to  developing  preliminary  plans  and  engiReering 
toward  the  construction  of  a  major  new  rice  milling  complex  at  some  location 
which  will  serve  our  current  and  expanding  membership  In  Arkanaaa,  northeast 
Louisiana,  Mississippi  and  southeast  Missouri." 

Pressed  in  an  interview  for  a  hint  aa  to  location,  Carter  said  the  board's  thinkiag 
is  that  the  milling  complex  almost  certainly  wiU  be  on  a  river-side  site,  since  it 
is  anticipated  that  most  of  its  production  wiU  be  going  into  the  export  marlcet. 

"That  is  very  probable,"  Carter  said. 

The  Riceland  Foods  executive  emphasized  that  "no  substantial  expenditure  of 
money  has  been  authorized  at  present,  but  the  plans  are  pointing  to  quick  Imple- 
mentation of  this  building  program  when  the  lioard  and  management  decide  its 
initiation  is  timely." 

By  "timely,"  Carter  apparently  was  alluding  to  rice  legislation  currently  under 
study  by  the  U.S.  Department  of  Agriculture  and  Congress. 

"This  complex  probably  will  be  built  if  legislation  is  developed  that  will  permit 
the  industry  to  grow,"  he  commented,  adding  that  the  facility  would  indude 
rough  rice  storage;  a  "large"  mill  of  unspecified  capacity,  and  clean  rice  storage 
designed  to  handle  both  bulk  and  100  lb.  bag  shipments. 

The  plans  envision  retail  packaging  lines  and  parboiling  capacity  for  the  facility 
at  a  later  date,  he  added. 

Carter  said  that  considerable  engineering  study  already  has  been  undertaken, 
and  that  the  mill,  if  built,  will  be  "highly  automated"  and  "as  efficient  or  more 
efficient  than  any  other  mill  in  the  country." 

The  board,  in  its  decision,  found  that  the  rice  industry  In  the  area  where  lUce- 
land  Foods  is  operating  "is  rapidly  approaching  the  point  where  the  rice  produc- 
tion could  exceed  the  present  milling  capacity. 

As  evidence,  Carter  said  Riceland  has  been  operating  ite  four  miUa  and  par- 
boiUng  plant  twenty-four  hours  daily,  seven  davs  weekly  since  the  beginoing  of 
the  1974  harvest. 

In  addition,  the  January  shipments  of  Riceland  Fooda  reached  an  all-time 
peak  for  the  firm  of  1,360,000  cwt. 

"It  ia  not  possible  to  continue  to  operate  at  this  pace  of  fulltime  production 
without  making  provision  for  normal  maintenance,"  be  pointed  out. 

BTOBAOB  APPRO VRD 

Already  authorized  in  advance  of  any  start  on  the  milling  complex,  are  a 
nunil>er  of  inland  storage  expansions  this  year  at  Riceland  Foods'  drier  divisions. 

Among  them  will  be  a  585,000  bu.  addition  to  the  Stuttgart  Grain  Drier  on 
North  Park  Ave.,  of  concrete  slip-form  construction  style. 

Other  concrete  elevator  additions  will  include:  Tuckerman,  320,000  bu.; 
Jonesboro,  585,000  bu. ;  Ilnzen,  520,000  bu. 
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In  addition,  metal  bin  storage  eicpansiona  are  set  for  Hickory  Ridge,  500,000 
bu.;  Des  Arc,  200,000  bu.;  Fair  Oaks,  300,000  bu.;  Marianna,  60,000  and  possible 
additional  storage  at  other  locations. 

In  view  of  the  drier  expansion  program,  Carter  was  asked  if  he  foresaw  a  greatly 
JDcreikted  rice  harvest  this  year.  The  veteran  miller  said  he  did  not  foresee  a  great 
increase,  but  at  this  point  in  time,  it  is  too  early  to  make  an  estimate. 

However,  he  added,  the  very  fact  that  alLotments  have  been  cut  may  have  a 
boomerang  effect  in  which  growers  who  might  have  planted  within  their  allotnient 
may  decide  to  "go  substantially  above  their  allotment"  which  their  production 
and  harvesting  ability  permits. 

MAKKETB  TO  GROW 

On  the  sales  side.  Carter  asserted  that  "It's  our  considered  opinion  that  dollar 
markets  are  developing  in  the  world  along  with  continuation  of  the  government 
concessional  markets  such  as  those  provided  under  P.L.  480." 

"These  new  and  growing  markets  will  justify  expansion  of  the  rice  milling 
industry  in  the  urea  which  we  have  discussed  and  which  I  Uke  to  call  the  'future 
Rice  bowl  of  America,'  "  Carter  said. 

"We  have  the  land,  the  water,  the  climate,  the  transportation,  and  most 
important  of  all,  the  farmers  with  the  know-how." 

He  cited  as  eiamplea  of  rice  marketing  opportunity  the  nations  of  Iran,  Saudi 
Arabia,  Iraq  and  Kuwait  in  the  oil-rioh  Mid-East;  Indonesia  and  Maylaeiain  the 
south  Pacific,  and  South  Korea  and  Japan  in  eastern  Aeia,  along  with  our  tradi- 
tional  dollar  markets  in  Western  Europe  and  many  African  countries. 

Carter  noted  sales,  from  the  current  crop  of  approximately  500,000  tons  of  No.  2 
long  grain  rice  to  Iran  as  typical  of  the  market  challenge  offered  by  developing 
nations  which  have  money,  a  history  of  heavy  rice  consumption  and  expanding 
populations.  ^ 

South  Korea  has  purchased  210,000  tons  of  rice  within  the  past  thirty  days, 
nod  the  rice  miller  foresees  a  "gradual  shift"  of  that  nation  from  concessional  to 
dollar  market  status. 

Other  opportunities  for  rice  export  market  development  lie  In  Western  Europe, 
South  America  and  Africa,  where  the  R«pubUc  of  South  Africa  trad4,tionaUy  buys 
about  95  per  cent  of  its  rice  from  the  U.S.,  Carter  said. 

Looking  still  further  to  the  future,  Carter  observed,  "We've  got  Russia  and 
Cuba."  'The  latter  Caribbean  countiy  before  Castro's  day  annually  purchased 
Bome  six  million  hundredweights  of  southern  rice  and  in  return  was  a  major 
aupplier  of  cane  sugar  to  the  U.S. 

Of  industrialized  nations.  Carter  sees  Japan  with  its  dense  population  and 
small  tillable  land  area  as  another  potential  market.  Now  barely  sdf-sufficient 
in  rice,  and  already  one  of  the  heaviest  U.S.  agricultural  importers,  Japan  "is 
approaching  the  time  when  it  wiU  become  a  dollar  market  for  rice,"  Carter 
predicted. 

In  general,  be  believes  the  new  trade  bill  passed  by  Congress  "will  be  good  for 
agriculture." 

Senator  McGovern.  I  think,  Mr.  ^moD,  we  can  work  you  in 
before  lunch,  if  you  can  testify  now.  I  will  say  for  the  other  witnesses 
we  are  going  to  have  to  break  after  we  hear  Mr.  Simon,  and  we  will 
be  back  at  1 :30  with  Senator  Leahy  presiding. 

Mr.  Simon.  Thank  you,  Mr.  Chairman. 

In  the  interest  of  time,  I  will  extract  from  my  prepared  statement, 
but  I  would  appreciate  it  if  the  full  statement  could  be  included  in 
the  record. 

Senator  McGovern.  The  full  statement  will  be  printed  in  the 
record . 

STATEMENT  OF  UASTIN  S.  SIMON,  SENIOB  VICE  PRESIDENT,  CON- 
NELL  KICE  &  SUOAR  CO.,  INC.,  WESTFIELD,  N.J. 

Mr.  Simon.  My  name  is  Martin  Simon.  I  am  senior  vice  president 
of  Connell  Rice  &  Sugar  Co.,  Inc.  I  am  also  Chairman  of  the  Ad  Hoc 
Committee  of  Rice  Users.  The  ad  hoc  committee  is  composed  of 
industrial  users,  exporters,  and  domestic  c 
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This  statement  is  on  behalf  of  the  ad  hoc  committee.  For  the  past 
18  months  or  so,  members  of  the  ad  hoc  committee  have  supported  a 
ttu^et  price  program  for  rice.  We  were  gratified  when  S.  4121,  the 
Rice  Act  of  1974,  which  incorporated  the  target  price  concept  for 
rice,  met  with  your  unanimous  approval. 

The  Rice  Act  of  1974  was  deemed  a  controversial  matter.  What 
really  was  at  issue?  I  think  we  can  sum  it  up  basically  as  a  difference  of 
opimon  over  protection,  the  amount  the  farmer  needs,  the  metJbod  by 
which  it  is  provided,  and  its  consequences  to  the  industry  and  to  the 
Nation.  After  all,  when  wo  consider  a  rice  program  for  fanners,  we  are 
talking  essentially  about  protection.  We  are  talking  about  protecting 
the  fanner  from  some  of  the  risks  of  the  marketplace.  At  the  one  ex- 
treme is  the  protection  provided  the  farmer  under  the  present  program. 
At  the  other  extreme  is  no  program  and  no  protection,  a  totally  free 
situation. 

Somewhere  between  these  two  extremes  is  a  target  price  program 
for  rice  as  was  embodied  in  the  Rice  Act  of  1974. 

The  present  program  is  a  product  of  the  1930'3,  a  period  of  concern 
over  surpluses  and  depressed  prices,  and  uses  monopolistic  concepte  to 
protect  the  rice  producer.  Its  major  objective  is  to  secure  for  partici- 
pants a  higher  price  for  their  product  than  they  would  have  secured 
under  free  market  conditions. 

Under  the  present  program,  at  the  legal  minimum  acreage  of  1.65 
million  acres,  more  than  twice  as  much  rice  is  produced  as  is  needed 
to  meet  domestic  requirements.  The  balance  is  available  for  export  or 
for  carryover.  During  the  marketing  years  1953-72,  domestic  support 
prices  were  higher  than  world  prices  some  part  of  each  of  these  years 
except  perhaps  during  the  1967-68  season.  In  other  words,  prices  to 
farmers  for  nco  were  being  protected  at  levels  that  limited  or  pre- 
vented sales  for  export  from  being  made. 

There  are  several  solutions  to  such  problems  of  oversupply.  One  is 
to  increase  demand  by  permitting  prices  to  decline  to  world  levels, 
but  this  was  prevented  by  the  support  price.  Another  is  to  reduce 
production  to  the  point  where  supply  equals  demand  at  the  support 
price,  but  this  was  hindered  by  the  acreage  minimum  in  the  law. 

Both  of  these  solutions  require  a  change  in  legislation.  It  was  opted 
instead  to  develop  export  programs,  most  importantly,  the  Public 
Law  480  program  and  the  export  subsidy  program,  and  solve  the 
problem  of  oversupplj'  by  exporting  the  surplus. 

The  export  programs  did  their  work  exceedingly  well,  and  in  effect, 
saved  the  present  rice  program  from  being  drowned  in  surplus  rice. 
Needless  to  say,  these  programs  bore  a  high  price  tag.  Furtnermore, 
export  subsidies  discriminate  against  domestic  consumers  by  causing 
them  to  pay  a  higher  price  for  American  rice  than  foreign  consumers 
pay.  However,  tlie  export  subsidy  program  also  served  to  show  us  the 
strong  and  growing  export  demand  for  American  rice  if  it  is  priced 
competitively. 

During  the  period  1959-68,  when  American  rice  was  competitive, 
either  through  full  subsidization  or  because  world  prices  had  risen 
above  U.S.  support  prices,  dollar  exports  of  American  rice  rose  steadily 
from  330,000  metnc  tons  in  1959-60  to  1.1  million  metric  tons  in 
1967-68. 
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During  the  period  1968-72,  when  U.S.  rice  was  not  fully  competi- 
tive, due  to  budgetary  limitations  on  subsidy  expenditures,  foreign 
buyers  turned  elsewhere,  and  dollar  exports  declined  sharply  to 
500,000  metric  tons.  Since  December  1972,  world  prices  have  oeen 
higher  than  U.S.  loan  rates,  American  rice  has  been  competitive,  and 
d<Mlar  exports  will  reach  record  levels  this  season  and  contribute 
significantly  to  our  balance  of  payments. 

Inrecent  months,  however,  world  rice  prices  have  turned  downward 
while  the  U.S.  loan  rate,  based  as  it  is  on  the  inflationai^  and  outdated 
l»arity  formula,  is  rising  sharply.  What  will  happen  this  time  if  world 
prices  decline  below  the  escalating  U.S.  loan  rate?  Consumer  groups 
nave  testified  to  their  opposition  to  export  subsidies  as  being  both 
discriminatory  and  an  unfair  added  burden  on  taxpayers.  We  Beheve 
export  subsidies  for  agricultural  commodities  such  as  rice  will  not  be 
reinstated  and  that  the  present  program  needs  to  be  changed  so  that 
subsidies  will  never  again  be  required.  Also,  the  economic  conditions 
which  led  to  adoption  of  the  present  program  in  the  first  place  no 
longer  exist.  The  demand  outlook  for  nee  is  excellent,  and  tie  ultra- 

Erotectionism  of  the  present  program  not  only  is  now  not  necessaiy 
ut  also  is  obstructing  the  ability  of  American  rice  to  participate  in 
that  strong  outlook. 

We  have  seen  how  dollar  exports  rise  and  fall  depending  principally 
on  wlietlier  or  not  the  support  price  has  placed  American  rice  in  a 
noncompetitive  position  and  whether  export  subsidies  are  or  are  not 
available. 

Is  it  not  now  time  to  change  the  present  program,  so  as  to  enable 
develojiment  of  a  viable  rice  industry  on  the  basis  of  free  market  and 
competitive  considerations? 

In  the  course  of  earlier  debate  over  the  tai^t  price  program  for 
rice,  some  of  the  present  producers  made  the  point  that  they  would 
prefer  no  program  to  the  target  price  program.  One  explanation  ofiEered 
for  this  position  was  that  they  felt  it  gave  them  more  of  a  competitive 
advantage  over  new  producers  than  they  would  have  under  the  tai^et 
jirice  program.  This  of  course  would  be  the  ultimate  in  reduction  of 
protection  to  producers. 

Senator  McGovern.  When  you  talk  about  their  fear  of  new  pro- 
ducers, you  mean  new  domestic  producers? 

Mr.  Simon.  Yes,  sir. 

We  believe  a  case  can  be  made  for  continuing  a  program  of  protec- 
tion for  rice  jiroducers,  and  we  support  such  a  program  along  the  lines 
of  the  tai^et  price  program,  but  ii  we  were  asked  to  choose,  we  would 
jnefer  no  program  to  continuation  of  the  present  program. 

We  viewed  the  target  price  program  for  rice  as  contained  in  the 
Rice  Act  of  1974  as  middle  ground,  a  compromise,  a  reasonable 
compromise,  a  program  designed  to  continue  protection  to  producers 
but  one  that  clianged  the  level  and  method  of  protection  so  as  to 
eliminate,  or  reduce  the  likelihood  of  recurrence  of,  the  marketing  and 
competitive  problems  we  have  had  in  the  past  and  are  trying  to  avoid 
in  the  future. 

This  would  have  been  accomplished  by  reduction  in  the  support 
price  for  American  rice  for  the  1975  crop  to  $4.20  or  $4.80  per  hundred- 
weight, depending  on  the  particular  bill,  compared  with  an  expected 
$8.50  per  hundredweight  under  the  present  program.  In  effect,  the 
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Rice  Act  of  1974  would  have  guaranteed  domestic  consumers  that  they 
would  not  be  required  to  pay  more  for  rice  than  any  world  consumer. 
Furthermore,  continued  substantial  growth  in  dollar  exports  would 
be  virtually  assured,  benefiting  the  U.S.  balance-of -payment  position 
and  increasing  domestic  employment  opportunities,  Under  the  Rice 
Act,  more  rice  would  be  available  for  food  aid. 

In  conclusion,  it  seems  to  us  that  consideration  of  a  change  in  the 
rice  program  involves  primarily  three  questions.  First,  there  is  the 
question  of  open  production.  We  believe  tnat  any  grower  in  the  United 
States  who  wants  to  should  be  free  to  grow  rice.  There  is  an  opportu- 
nity for  growth  that  cannot  be  exploited  under  a  prc^am  that  is 
restrictive  in  philosophy.  An  open  program  is  needed  if  the  investment 
in  plant  and  equipment  required  to  take  advantage  of  that  growth 
opportunity  is  to  he  generated. 

becond,  there  is  the  question  of  who  should  receive  price  protection 
and  the  method  of  protection.  Under  the  present  program,  only 
present  growers  are  protected  at  a  support  price  calculated  at  65  per- 
cent of  parity.  Under  the  Rice  Act  of  1974,  all  producers  were  to 
receive  price  protection  albeit  at  a  lower  level,  but  present  producers 
were  afforded  the  additional  protection  provided  by  the  target  price 
mechanism.  We  beUeve  all  growers  should  receive  some  price  protec- 
tion, but  in  this  connection,  regard  the  question  of  level  of  protectiwi, 
our  third  question,  as  a  particularly  crucial  one. 

Under  the  present  program,  price  protection  was  established  at  a 
level  that  frequently  resulted  in  domestic  prices  well  over  world  prices. 
This  led  to  noncompetitive  surpluses,  export  subsidies  as  one  solution, 
loss  of  markets,  and  other  problems.  The  Rice  Act  of  1974  would  have 
set  the  support  price  level  at  60  percent  of  the  target  price.  This 
would  have  been  $4.20  under  the  onginal  bill  introduced  by  Congress- 
man Alexander,  and  $4.80  under  the  bill  introduced  by  Senator 
Mcaellan. 

We  believe  the  level  of  price  protection  provided  by  the  support 
price  mechanism  should  be  determined  with  care  and  primarily  with 
market  considerations  in  mind.  It  should  not  be  set  so  high  that  it 
threatens  to  place  American  rice  in  a  noncompetitive  position  and 
thwarta  growth  opportunities.  It  should  not  be  set  so  nigh  that  it 
becomes  a  source  of  pricing  discriminatory  to  the  American  consumer 
and  taxpayer.  It  should  not  be  set  so  high  that  it  acts  to  encourage 
production  for  the  Government  instead  of  for  the  market. 

It  should  only  serve  to  assist  producers  in  financing  the  production 
and  marketing  of  their  crops  and  to  provide  them  with  protection 
against  an  unexpectedly  drastic  decline  in  world  prices. 

In  the  final  analysis,  the  best  protection  for  nee  producers  would 
be  furnished  by  a  competitive  and  expanding  rice  industry.  We  can 
compete.  We  can  grow.  We  can  prosper.  We  need  a  rice  program  that 
gives  us  room  to  breathe. 

Thank  you,  sir. 

Senator  McGovern.  Thank  you,  Mr,  Simon. 

Is  it  true  that  the  ba-sic  fear  about  the  kind  of  expanded  program 
that  you  are  suggesting  here  comes  from  producers  who  are  presently 
engaged  in  the  production  of  rice  who  fear  new  competition? 

Air.  Simon.  I  believe  that  is  tnie. 
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Senator  McGovern.  From  domestic  sources.  They  are  not  worried 
about  the  world  competition  so  much  as  they  are  new  rice  growers 
coming  into  tlie  program? 

Mr.  Simon.  That  seems  to  be  the  case. 

Senator  McGovern.  Why  is  that  not  a  legitimate  fear  on  their 
part? 

Mr.  Simon.  Well,  of  course,  I  am  not  a  producer,  and  I  really  cannot 
answer  that  for  them,  and  the  proposed  program  was  designed  to 
give  them  additional  protection,  whereas  all  producers  would  have 
received  the  loan  rate  at  a  low  level,  all  producers  would  have  received 
some  protection. 

Senator  McGovern.  Your  answer  is  that  the  kind  of  program  that 
you  are  proposing  would  protect  the  existing  producer  as  well  as  allow 
for  some  new  producers  to  come  into  operation  witli  reasonable 
protection  for  everj'body? 

Mr,  Simon.  That  is  correct.  Moreover,  we  view  the  demand  outlook 
for  rice  as  excellent,  and  we  think  that  that  in  itself  is  going  to  protect 
all  producers. 

Senator  McGovern.  You  supported  the  so-called  McCIellan 
legislation  that  was  pending  last  year? 

Mr.  Simon.  Yes,  we  did. 

Senator  McGovern.  Senator  Dole,  do  you  have  a  question? 

Senator  Dole.  No,  only  a  comment.  What  you  say  raises  three 
questions,  and  the  first  one  probably  is  going  to  be  the  important 
one — that  is  whether  it  ought  to  be  an  open  program. 

We  talk  about  open  government  and  open  everythii^  else,  and  we 
had  some  comments  on  the  subject  yesterday  by  some  peanut  people. 
They  do  not  want  to  open  up  their  program.  They  want  total  Govern- 
ment protection. 

I  assume  that  a  lot  of  people  in  mv  State  do  not  want  anybody  else 
to  raise  wheat,  but  thoy  seem  to  ao  it  everywhere.  I  do  not  "know 
whether  Kansana  can  raise  rice  or  not.  Would  you  agree  with  the 
last  witness  that  there  is  substantial  support  for  this  approach? 

Mr.  Simon.  For  the  tai^et  price  approach,  I  think  there  is  sub- 
stantial support  for  the  approach,  except  from  present  producers. 
I  think  the  new  producers  support  a  concept  along  these  lines,  and 
I  know  the  industrial  users,  tne  exporters,  and  the  domestic  con- 
sumers do. 

Senator  Dole,  Well,  let  us  see  now — if  there  is  substantial  support 
except  for  present  producers,  that  would  not  be  any  support  at  all. 

Mr.  Simon.  Well,  that  would  not  be  any  support  irom  the  present 
producers,  but  there  still  is  substantial  support  for  changmg  the 
program  from  other  areas  of  interest.  We  think  that — we  are  in  the 
rice  business  ourselves,  and  we  have  a  stake  in  it,  and  we  think  we 
are  part  of  it,  and  should  have  some  opportunity  to  express  an  opinion 
and  some  say  in  the  development  of  prc^rams  that  affect  us. 

Senator  Dole.  Well,  I  mean  even  among  producer  groups,  there 
must  be  some  support. 

Mr,  Simon.  I  believe  there  is  some  support  among  present  producer 
groups.  We  have  heard  from  some  farmers  who  are  presently  growing 
rice  that  they  too  would  support  a  tai^et  price  program.  I  do  not 
believe  it  is  unanimous  either  for  or  gainst. 
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Senator  Dole.  I  was  just  looking  at  the  political  realities  of  it. 
There  are  more  patients  than  doctora,  sq  we  have  medicare.  There 
are  more  rice  producers  than  there  are  rice  companies,  so  we  take  a 
look  at  the  rice  producer  program.  That  is  all  I  have. 

Senator  McGovern,  Thaim  you  very  much,  Mr.  Simon.  We 
appreciate  your  testimony, 

[The  prepared  statement  of  Mr.  Simon  follows  :1 


Mr,  Chairman  and  members  of  the  committee,  my  name  is  Martin  S.  SEmon.  I 
am  Senior  Vice  President  of  Connell  Rice  4c  Sugar  Co.,  Inc.  I  am  also  Chalnnlui 
of  the  Ad  Hoc  Committee  of  Rice  Users.  The  Ad  Hoc  Committee  is  compoeed  of 
industrial  users,  exporters,  and  domestic  coosumers. 

For  the  past  eighteen  months  or  so,  members  of  the  Ad  Hoc  Committee  of  Rice 
Users  have  supported  ft  target  price  program  for  rice.  We  supported  this  concept 
for  rice  because  wc  believed  that  it  served  the  best  long-run  interest  of  both  pro- 
ducer and  user  of  rice  snd  also  furthered  the  national  interest.  We  urged  passage 
of  a  target  price  program  for  rice  because  we  believed  that  the  present  program, 
developed  in  the  1930'a  to  meet  problems  of  overproduction,  was  out  of  step  with 
conditions  of  the  1970's  and  needs  of  the  future.  We  were  gratified  when  S.  4121, 
the  Rice  Act  of  1974,  met  with  your  unanimous  approval. 

The  Rice  Act  of  1974  was  deemed  a  controversial  matter.  What  really  was  at 
is.4uc?  I  think  we  can  sum  it  up  basically  as  a  difference  of  opinion  over  the  arooitnt 
of  protection  the  rice  farmer  needs,  the  method  by  which  this  protection  is  pro- 
vided, and  the  consequences  of  this  protection  to  the  industry  and  the  nation. 
After  all,  when  we  consider  a  rice  program  for  farmers,  we  arc  talking  essentislly 
about  protection.  We  are  talking  about  protecting  the  fanner  from  risks  of  the 
marketplace.  At  the  one  extreme  is  the  protection  provided  the  farmer  under  the 
present  program.  At  the  other  extreme  is  no  program  and  no  protection.  Some- 
where between  these  two  extremes  is  a  target  price  program  for  rice  as  embodied 
in  the  Rice  Act  of  1974. 

The  present  program  L"  a  product  of  the  1930*3 — a  period  of  concern  over  sur- 
pluses and  depressed  prices — and  uses  monopolistic  concepts  to  protect  the  rice 
producer.  First,  it  controls  production  by  restricting  or  alloting  the  numt>er  of 
acras  that  can  be  grown  to  rice  and  by  barring  growers  without  acreage  allotments 
from  entering  the  industry.  Second,  it  establishes  a  minimum  market  price  (i.e., 
support  price)  for  rice  and  guarantees  rice  producers  a  market  (i.e..  Commodity 
Credit  Corporation)  at  that  price.  As  at  present,  when  marketing  quotas  have 
been  removed  and  open  production  is  permitted,  protection  continues  to  be 
available  to  the  present  producer,  but  is  denied  the  new  producer.  Third,  the 
present  rice  program  is  structured  to  produce  more  rice  than  ordinarily  caa  be 
sold,  other  than  to  the  government,  at  the  minimum  market  price,  and  In  this 
sense  rewards  overproduction.  The  major  objective  of  the  program  is  to  secure 
for  participants  a  higher  price  for  their  product  than  they  would  have  secured 
under  free  market  conditions. 

Under  the  present  program,  at  the  legal  minimum  acreage  of  1.65  million  acres, 
more  than  twice  as  much  rice  is  produced  than  is  needed  to  meet  domestic  require- 
ments. The  balance  is  available  for  export  or  for  carryover.  During  the  mar- 
keting years  1953-1972,  domestic  support  prices  were  higher  than  world  prices 
some  part  of  each  of  these  years  except  perhaps  during  the  1967  season.  In  other 
words,  prices  to  farmers  tor  rice  were  being  protected  at  levels  that  limited  or 
prevented  sales  for  export  from  being  made.  Initially,  this  resulted  in  a  sub- 
stantial buildup  of  stock.-*.  By  August  1,  1955,  carryover  stocks  totalled  almost 
3a  million  cwt.,  equal  to  70  percent  of  that  year's  production  and  130  percent  of 
domestic  requirements. 

There  are  several  solutions  to  problems  of  ovcrsupply.  One  is  to  increase 
demand  by  permitting  prices  to  decline  to  world  levels,  but  this  was  prevented  by 
the  support  price.  Another  is  to  reduce  production  to  the  point  where  supply 
equals  demand  at  the  support  price,  but  this  was  hindered  by  the  acreage  nunimunt 
in  the  law.  Both  of  these  solutions  require  a  change  in  legislation  and  would  result 
In  a  reduction  of  protection  to  the  farmer.  It  was  opted  instead  to  develop  export 
programs — most  importantly,   the   PL-480  program   and  the  export   subsidy 
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prtigriun — and  solve  the  problem  of  overeupply  by  exporting  the  surplus.  The 
export  programa  did  their  work  esceedingly  well  and  in  effect,  saved  the  present 
rice  program  from  being  drowned  in  surpliis  rice.  Needless  to  aa,y,  these  programs 
bore  a  high  price  tag.  For  example,  export  subsidy  paymenta  for  the  1959-73 
fiscal  years  totalled  $313,633,000.00.  Furthermore,  export  subsidies  discriminate 
agiiinst  domestic  consumers  by  causing  them  to  pay  &  higher  price  for  American 
rice  than  foreign  consumers  pay.  However,  they  also  served  Ui  demonstrate  the 
strong  and  growing  export  demand  for  American  rice  if  ii  is  priced  competitively. 
During  the  period  1959-1968,  when  American  rice  was  competitive,  either  through 
full  subsidization  or  because  world  prices  had  risen  above  U.S.  support  prices, 
dollar  exports  rose  steadily  from  330,000  metric  tons  in  1959-60  to  1,100,000 
metric  tons  in  1967-68,  reflecting  an  average  rate  of  growth  of  about  100,000 
metric  tons  per  year.  During  the  period  1968-72,  when  "U.S.  rice  was  not  fully 
competitive  due  to  budgetary  limitations  on  subsidy  expenditures,  foreign  buyers 
turned  elsewhere  and  dollar  exports  declined  sharply  to  SOO.oioO  metric  tons. 
.Since  December  1972,  world  prices  have  been  higher  than  U.S.  support  prices, 
American  rice  has  Ijeen  competitive,  and  dollar  exports  will  reach  record  levels  this 
season  and  contribute  positively  and  significantly  to  our  balance  of  payments. 

In  recent  months,  however,  world  rice  prices  have  turned  downward,  while  the 
U.S.  support  price,  based  as  it  is  on  the  inflationary  and  outdated  parity  formula, 
is  rising  sharply.  What  will  happen  this  time  if  world  prices  decline  below  the 
escalating  U.S.  support  price?  This  is  by  no  means  an  improbable  event.  Export 
subsidies  were  required  to  improve  the  competitive  position  of  American  rice 
during  a  period  when  domestic  support  prices  averaged  about  $4.60  per  cwt.  and 
now,  in  the  near  future,  wo  will  be  facing  support  prices  well  over  $8.00  per  cwt. 
and  heading  higher.  If  this  structural  defect  of  the  present  program  again  places 
American  rice  in  a  noncompetitive  position,  will  export  subsidies  be  reestabhshed 
to  save  the  patient?  If  they  are  not,  dollar  exports  will  decline,  surpluses  will 
accumulate,  and  production  will  ultimately  be  curtailed,  although  it  is  still  likely 
"    '  icn 


i,  bearing  in  mind  that,  at  the  legal  minimum  acreage,  twice  as  much 
rice  is  produced  as  is  required  domestically.  Also,  the  price  difference  between 
American  rice  and  world  rice,  as  it  has  before,  may  lead  to  imports  at  a  time  of 
domestic  surpluses,  will  falsely  encourage  expansion  of  competitive  production 
abroad,  and  will  result  in  loss  of  jobs  for  American  labor.  These  are  consequences 
of  protecting  the  price  of  American  rice  at  a  level  that  ignores  market  and  com- 
potitive  considerations. 

Consumer  groups  have  testified  to  their  opposition  to  export  subsidies  as  being 
both  discriminatory  and  an  unfair  added  burden  on  taxpayers.  Given  this  and  the 
recent  furor  over  the  Russian  wheat  subaidies,  we  believe  the  medicine  of  export 
suitsidies  is  no  longer  available  to  the  patient  and  corrective  surgery  is  now  re- 
quired. Furthermore,  the  world  has  changed  since  the  present  rice  program  was 
originally  developed  and  the  economic  conditions  which  led  to  W'  adoption  no 
longer  exist.  The  demand  outlook  for  rice  is  excellent  and  the  ultra^protectionism 
of  the  present  program  not  only  is  now  not  necessary  but  also  is  obstructing  the 
ability  of  American  riee  to  participate  in  that  strong  outlook.  The  production 
restriction  provision  of  the  present  program  discriminate  against  new  growers, 
deny  opportunities  tor  economies  of  scale  and  shifts  of  acreage  to  more  efficient 
producing  areas,  and  discourage  investments  in  plant  and  equipment  vital  to 
expansion  of  the  industry  on  a  rational  basis.  We  have  seen  how  dollar  exports 
ri.sc  or  fall  depending  principally  on  whether  or  not  the  support  price  hoa  placed 
American  rice  in  a  noncompetitive  position  and  whether  export  subsidies  are  or 
are  not  available.  Is  it  not  now  time  to  reduce  the  level  and  method  of  protection 
so  a.s  to  enable  development  of  a  viable  rice  industry  on  the  basis  of  free  market 
and  competitive  considerations? 

In  the  course  of  earlier  debate  over  the  merits  of  the  target  price  program  for 
rice,  some  of  the  present  producers  made  the  point  that  they  would  prefer  no 
program  to  the  target  price  program.  One  explanation  offered  for  this  position  was 
that  they  felt  it  gave  them  more  of  a  competitive  advantage  over  new  producers 
than  they  would  have  under  the  target  price  program.  This  of  course  would  be 
the  ultimate  in  reduction  of  protection  to  producers.  We  believe  a  case  can  be 
made  for  continuing  a  program  of  protection  to  riee  producers  such  as  is  con- 
tained in  the  target  price  program  out,  if  asked  to  choose,  we  would  prefer  no 
program  to  continuation  of  the  present  program. 

Wo  viewed  the  target  price  program  for  riee  as  contained  in  the  Rice  Act  of 
1974  as  middle  ground — a  compromise  between  the  extremes  represented  by  the 
present  program  on  the  one  hand  and  no  program  on  the  other  hand — a  program 
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designed  to  continue  protection  to  producers  but  to  change  the  level  and  method  of 

Erotcction  so  as  to  eliminate  the  marketing  and  competitive  problem!;  that  wc 
avt  had  in  the  past  and  arc  trying  to  avoid  in  the  Tuture.  This  would  hav'e  been 
accomplished  by  a  reducticn  in  the  support  price  tor  American  rice  for  the  1975 
crop  to  $4.20  or  $4,80  per  cwt.  compared  with  an  expected  $8.50  per  cwt.  under 
the  present  program.  In  effect,  the  Rice  Act  of  1974  would  have  guaranteed  do- 
mestic consumers  that  they  would  not  be  required  to  pay  more  for  rice  than  would 
any  world  consumer.  Furthermore,  continued  substantial  growth  in  dollar  exports 
would  be  virtually  assured,  benefiting  the  U.S.  balance  of  paymentii  position  and 
increasing  domestic  employment  opportunities.  Under  the  Rice  Act,  more  rice 
would  be  avulable  for  food  aid  at  less  cost. 

We  also  would  not  be  faced  witti  the  proepect  of  erosion  in  domestic  markets  due 
to  competitive  problems.  In  addition,  tne  Hice  Act  extended  a  low  level  or  moder- 
ate level  of  protection  to  all  producers  of  rice  and  to  acreage  planted  in  excess  of 
the  2-million  acre  base.  In  this  manner,  the  target  price  program  under  the  Rice 
Act  of  1974  was  far  less  discriminatory  to  new  producers  than  is  the  case  under 
the  present  prOKTam.  However,  in  the  interest  of  continuity  and  stability  of 

Eroduction,  the  Rice  Act  offered  present  producers  additional  protection  in  the 
>rm  of  the  target  price.  The  open  production  feature  of  the  Rice  Act  would  en- 
courage an  increase  in  investment  in  plant  and  equipment  which  is  needed  if 
there  is  to  be  a  aignificant  eipansion  in  rice  acreage  in  the  United  States  in  the 
future.  The  Rice  Act  would  enable  sigoificant  improvements  in  productivity  and  i> 
cou  ntcT-inflationary . 

In  conclusion,  it  seems  to  us  that  consideration  of  a  change  in  the  rice  program 
involves  primarily  three  queetiona.  First,  there  is  the  question  of  open  production. 
We  believe  that  any  grower  in  the  United  States  who  wants  to  should  be  free  to 
grow  rice.  There  is  an  opportunity  for  nowth  that  cannot  be  exploited  under  a 
program  that  is  restrictive  in  phjloaopny.  An  i>pen  program  is  needed  if  the 
mvestment  in  plant  and  equipment  required  to  take  advantage  of  that  growth 
opportunity  is  to  be  generated. 

Second,  there  is  the  question  of  who  should  receive  price  protection  find  the 
method  of  protection.  Under  the  present  program,  only  present  growers  are  pro- 
tected at  a  support  price  calculated  at  65  percent  of  parity.  Under  the  Rice  Act 
of  1974,  all  producers  were  to  receive  price  protection,  albeit  at  a  lower  le^-el,  but 
present  promicers  were  afforded  the  additional  protection  provided  by  the  tai^et 

ericc  mechanism.  We  believe  all  growers  should  receive  some  price  protection, 
ut  in  this  connection,  regard  the  question  of  level  of  protection,  our  third  ques- 
tion, aa  a  particularly  crucial  one. 

Under  the  present  program,  price  protection  was  established  at  a  level  that 
frequently  resulted  in  domestic  prices  well  over  world  prices.  This  led  to  non- 
competitive eumluses,  export  subsidies  as  one  solution,  loss  of  markets,  and  other 
problems.  The  Rice  Act  of  1974  would  have  set  the  support  price  level  at  60  per- 
cent of  the  target  price.  Under  the  bill  Initially  introduced  by  Congressman 
Alexander,  the  support  price  for  the  1975  crop  would  have  been  $4.20  per  cwt.; 
under  S.  4121,  it  would  have  been  $4.80  per  cwt.  We  believe  the  level  of  price 
protection  provided  by  the  support  price  mechanism  should  be  determined  with 
care  and  primarily  with  market  considerations  in  mind.  It  should  not  be  set  so 
high  that  it  threatens  tu  place  American  rice  in  a  noncompetitive  position  and 
thwart  growth  opportunities  as  it  has  in  the  past.  It  should  not  be  set  so  high 
that  it  becomes  a  source  of  pricing  discriminatory  to  the  American  consumer  and 
taxpayer  as  it  has  in  the  past.  It  should  not  be  set  so  high  that  it  acts  to  eacoMtage 
production  for  Government  storage  bins  instead  of  for  the  market  as  it  has  in  the 
past.  It  should  only  serve  to  assist  producers  in  financing  the  production  and 
marketing  of  their  crops  and  to  provide  them  with  protection  against  an  unex- 
pectedly drastic  decline  in  world  prices. 

In  the  final  analysis,  the  best  protection  for  rice  producers  would  be  furnished 
by  a  competitii'e  and  expanding  rice  industry.  We  can  compete.  We  can  grow. 
We  can  prosper.  Wc  need  a  rice  program  that  gives  us  room  to  breathe. 
Thnnk  you. 

Senator  McGovern.  Tlie  committee  will  recess  then  until  1 :30. 
[Wheieupon,  at  1 :18  p.m.,  the  committee  was  reces.sed,  to  reconvene 
at  ]  :'M  p.m.  the  same  day.] 
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AFTERNOON  SESSION 

STATEUENT  07  HON.  PATRICK  J.  LEAHT,  A  V.S.  SEHATOS  FROK 
THE  STATE  OF  TEBMOHT 

Senator  Leahy  [presiding].  If  we  coiUd  call  the  meeting  to  order^ 
for  those  of  you  who  have  beeo  coming  here  for  a  lot  of  years,  in  ^ettii^ 
to  know  all  of  the  membei-s  of  the  Senatfl  Agriculture  Committee,  I 
would  mention  that  I  am  the  newest  face  here,  which  shows  you  how 
they  work  down  the  seniority  list  in  a  huny. 

1  am  Patrick  Loahy  and  I  am  the  junior  Senator  from  Vermont,  and 
I  am  happy  to  see  you  here.  You  are  Mr.  Guthrie? 

Mr.  Guthrie.  Right. 

Mr,  CuALKLEY.  And  I  am  Mr,  Chalkley, 

Senattur  Leaut.  Mr.  Guthrie  is  the  present  of  the  Ameiicfm  Rice 
Growers  Cooperative  Association  and  Rlr.  Chalkley  is  the  vice  presi- 
dent of  the  American  Rice  Growers  Cooperative.  And  Mr.  Guthrie, 
you  are  from  Texas,  and  Ml.  Chalkley,  you  are  from  Louisi&na? 

Mr.  Chalkley.  That  is  correct. 

STATEUENT  OF  7.  E.  OTJTHRIE,  PRESIDENT,  AMERICAN  RICE 
GROWERS  COOPERATIVE  ASSOCUTION,  DAYTON,  TEX. 

Mr.  Guthrie.  Before  we  start,  Senator,  we  are  going  to  be  talking 
about  rough  rice  as  it  leaves  the  farmer's  hand,  and  here  is  a  sample.  I 
am  sure  not  many  of  you  have  seen  it. 

It  was  brought  out  in  evidence  this  monui\g  for  this  product  this 
jear,  the  parity  index  as  of  January  15  indicates  farmers  getting  an 
average  of  10  cents  a  pound  for  this  product.  Here  is  a  pound  of  the 

Eroduct  as  it  comes  from  the  grocery  store  with  a  price  on  it  that  I 
ought  yesterday  that  shows  6-3  cents  for  a  pound. 

Now  admittedly,  this  is  a  very  top  quahty  with  a  little  different  proc- 
essing but  I  want  to  bring  out  that  the  farmer  is  not  the  villian  in 
these  high  prices  that  people  pay  in  the  grocery  store. 

Senator  Leahy.  I  appreciate  that.  We  do  not  see  much  rice  growing 
in  Vermont. 

Mr.  Guthrie.  Mr.  Chairman,  members  of  the  committee,  my 
nnmo  is  F.  E.  Gone  Guthrie,  I  live  in  Dayton,  Tex.,  about  40  miles  east 
and  north  of  Houston,  Tex.,  where  I  farm  about  500  acres  of  rice  and 
800  acres  of  soybeans  in  a  partnership  with  the  rest  of  my  family. 

I  am  the  president  of  American  Rice  Growers  Cooperative  Associa- 
tion, a  more  than  50-year-old  cooperative  marketing  association  of 
some  2,500  rice  producers  in  Texas  and  Louisiana. 

It  was  my  pleasure  to  appear  before  this  committee  on  December  3, 
1974,  and  testify  regarding  S,  4121. 

We  appreciate  the  opportunity  to  again  express  our  opinions 
concerning  rice  le^slation. 

Mr.  Edwin  Krielow,  president  of  the  National  Rice  Growers 
As.sociation,  headquartered  in  Ijouisiana,  has  requested  that  this 
statement  also  be  presented  on  their  behalf  as  be  is  unable  to  appear 
before  you  today. 
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As  bU  of  voii  are  aware,  the  tai^t  price  legislation  embodied  in 
S.  4121  and  its  companion  bill,  H.R.  15236,  failed  of  enactment 
during  the  last  session  of  Coi^ess, 

Wc  understand  this  type  of  le^slation  has  again  been  introduced 
but  we  are  hopeful  that  the  record  of  deficiencies  and  weaknesses  of 
the  type  of  program  proposed  for  rice  last  year,  as  established  in  four 
sepnrate  hearings  in  last  year's  congressional  session,  is  sufficient  and 
that  this  Congress  has,  in  its  wisdom,  finally  disposed  of  these  pro- 
posals. 

Now  I  want  to  point  out  why  rice  may  be  slightly  different  from 
other  commodities. 

For  those  not  familiar  with  rice  as  a  commodity  I  would  point  out  • 
thpse  several  characteristics — — 

Senator  Leaht.  Excuse  me,  Mr.  Guthrie.  T  welcome  Senator  Dole 
from  Kansas,  the  ranking  minority  member  of  tJie  committeiB 

Senator  Dole.  I  am  a  httle  bit  lat*-.  I  had  to  give  a  little  speech, 

Mr.  Guthrie.  For  those  not  familiar  with  rice  as  a  commoditv,  I 
would  point  out  these  several  characteristics  which  cause  it  to  differ 
markedly  from  other  fiehi  crops : 

It  is  one  of  the  most  expensive  field  crops  produced  in  the  United 
States. 

As  it  comes  from  the  field,  it  is  highly  perishable  and  must  start  a 
5-  to  10-clay  artificial  drj'ing  process  within  24  hours  of  harvest. 

A  farmer  sells  rice  on  a  lot  basis  by  a  physical  sample  representing 
that  lot.  _ 

There  is  no  general  market  quotation,  either  spot  or  futures,  for 
rice  and  a  rice  farmer  does  not  know  what  one  of  his  lots  of  rice  is 
worth  until  buyers  have  physically  examined  it  and  made  some  kind 
of  an  offer,  or  until  final  settlement  is  made  if  he  belongs  to  a  marketing 
cooperative  in  which  he  participates. 

The  United  States,  with  about  1  percent  of  the  world's  acreage  and 
2  percent  of  its  production  accounts  for  about  25  percent  of  the  inter- 
national trade  in  rice  with  two-thinls  of  U.S.  production  going  to  the 
export  markets. 

Substantially,  all  of  the  world  trade  in  rice  is  Government  con- 
trolled, including  the  one-third  of  the  U.S.  crop  that  our  Government 
has  insisted  be  produced  the  past  12  years  for  Public  Law  480  sdes 
and  AID  commitments. 

Dehveries  to  Government  commodity  credit  stocks  have  been 
nominal  during  the  past  10  years. 

We  believe  that  there  are  three  major  requirements  that  should  be 
embodied  in  any  new  legislation  for  rice. 

Protection  to  old  producers.  Heretofore,  this  has  been  accomplished 
by  acreage  allotments  based  on  history  of  production  of  rice. 

When  the  acreage  allotment — marketing  quota  program  became 
effective  in  1955,  U.S.  rice  producers  had,  for  all  practical  purposes, 
one  export  market,  Cuba,  and  domestic  consumption  was  under  4 
pounds  per  person.  For  20  j-ears  the  U.S.  rice  industry  has  put  up  its 
own  money,  with  by  far  the  major  part  coming  from  producers,  and 
worked  with  our  Government  to  promote  domestic  consumption  and 
develop  export  markets  for  rice.  Today  we  export  to  well  over  100 
countries  in  the  world  and  domestic  consumption  has  doubled  to 
more  than  8  pounds  per  person.  And  I  might  add  that  this  fee  that  we 
pay  to  our  advertising  marketing  association  is  a  voluntary  fee. 
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We  cannot  believe  it  is  fair  or  equitable  to  throw  these  hard  won  and 
oostly  markets  open  to  anyone  who  thinks  he  wants  to  grow  rice  to  the 
detriment  of  producers  who  developed  the  markets,  so  long  as  these 
producers  can  supply  market  demands. 

There  is  no  (juestion  that  the  U.S.  rice  industry  can  produce  itself 
into  catastrophic  surplus  in  any  one  year  in  the  absence  of  some  device 
to  control  production  when  surpluses  become  too  large.  Heretofore, 
fliis  device  lias  been  marketing  quota  penalties  equal  to  the  support 
price. 

Other  methods  can  be  used  such  as  a  triggering  of  marketing  quotas 
at  certain  surplus  levels,  adjustment  of  loan  or  support  price  levels  or 
other  techniques. 

Regardless  of  the  method,  the  rice  producer  is  not  in  the  position 
of  the  automobile  producer  where  he  can  lock  the  door  and  tell  the 
worker  to  live  off  of  Government  unemployment  checks  while  we 
adjust  inventor)'.  Nor  do  we  see  Government  agencies  increa';ing 
rates  of  returns  to  farmers  by  higher  prices  or  reduced  competition 
as  we  see  in  airline,  railroad,  trucking,  communications,  electric  power, 
and  oil  industries  in  order  to  guarantee  a  healthy  industry  with 
adequate  returns. 

Originally,  the  concept  of  price  supports  for  agricultural  products 
was  to  aid  m  orderly  marketing. 

We  still  need  this.  We  recognize  also  that  our  Government  wants, 
needs,  and  indeed,  has  forced  farmers  to  produce  rice  to  meet  this 
Nation's  overseas  requirements  of  its  allies  and  friendly  nations. 

Addiliouallv,  if  we  are  to  have  reasonably  cheap  food  prices  in  this 
country,  it  will  be  by  virtue  of  adequate  production  and  I  believe  that 
if  we  are  going  to  get  that  kind  of  production,  the  farmer  must  have 
some  assurance  that  he  will  at  least  get  back  his  cost  of  production. 

THE    FUTURE    FOR   AGRICULTUHE 

Much  is  beino;  made  of  the  fact  by  some  prominent  Government 
agricultural  sixmesmen  that  we  have  an  urban-oriented  Congress 
and  that  we  can  practically  cause  a  dismantling  of  our  longstanding 
system  of  an  agricultural  production  partnership  with  Government 
which  has  provided  us  the  lowest  cost  food  in  the  world  for  many 
years. 

I  believe  that  even  our  city  friends  in  the  Congress  can  readily 
understand  that  if  food  prices  are  to  remain  reasonably  low,  produc- 
tion must  be  completely  adequate.  If  production  is  to  be  adequate, 
meaning,  leaning  to  the  surplus  side,  farmers  must  have  some  assurance 
that  they  will  at  least  get  hack  their  ouUof-pocket  cost  of  production 
every  year  and  total  costs  of  production  most  years.  .^ 

If  this  does  not  happen,  then  we  will  see  a  strong  rush  to  corporate 
farm  ownership  and  concentrations  of  control  that  can  and  will 
control  prices  to  the  detriment  of  consumers — just  aa  other  concentra- 
tions of  economic  power  are  controlling  prices  and  production  to  the 
detriment  of  consumers. 

There  are  reasons  that  reasonable  control  of  production  and  some 
assurance  of  cost  returns  are  essential. 

We  recognize  that  it  is  inevitable  that  rice  l^slation  as  we  have 
known  it  for  many  years  is  going  to  be  changed. 
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Let  me  assure  you  in  all  sincerity  that  the  producer  segment  of  the 
itulustry  is  working  hard  to  develop  a  changed  and  modmed  program 
of  rice  legislation  that  will  best  serve  both  consumer  and  producer. 

There  nave  already  been  several  nationwide  meetings  of  producer 
representatives  this  year  in  private  sessions,  in  sessions  with  Members 
of  Confess,  and  in  sessions  with  USDA  personnel,  and  these  are 
continuing. 

We  wholeheartedly  support,  in  concept,  a  program'  developed  in 
Houston,  Tex.,  by  these  producer  representatives  which  the  Secretaiy 
of  Agriculture  refers  to  as  the  "Houston  Plan."  These  representatives 
and  their  organizations  are  now  in  the  process  of  refining  tneir  proposal 
for  .subsequent  introduction  in  the  Congress.  And  tma  is  the  same 
proCTam  that  Mr.  Carter  spoke  of. 

We  recognize  that  we  have  some  unusual  entities  spending  sub- 
stantial sums  of  money  and  with  highly  pwd  personnel  spending 
their  full  time  here  in  Washington  trying  to  mfluence  rice  legislation. 
I  would  be  sure  that  every  member  of  this  committee  has  heard  frcan 
a  major  food  conglomerate,  a  major  exporter,  and  a  major  beer 
manufacturer  with  recommendations  for  rice  legislation.  I  feel  sure, 
too,  that  each  of  you  recognize  the  narrow,  self-seeking  interests  that 
these  recommendations  serve  and  will  treat  them  accordin|[ly. 

We  would  be  very  pleased  if  we  can  be  successful  in  conung  before 
this  committee  in  the  near  future  with  rice  legislation  that  the  entire 
producer  segment  of  the  industry  and  the  Department  of  Agriculture 
can  recommend  and  support  and  the  Congress  will  find  to  its  liking. 

Gentlemen,  we  thank  you. 

Senator  Leahy.  Thank  you.  Does  your  organization  have  a  position 
on  a  tamet  price  for  rice? 

Mr.  Gdthrie.  We  were  very  active  against  the  proposal  of  taiget 
pricing  in  the  last  Congress  as  presented. 

.Senator  Leahy.  So  you  are  gainst  any  kind  of  target  price? 

Mr.  Guthrie.  I  would  say  not  against  anything.  I  thmk  the  pro- 
posal, as  Mr.  Carter  set  out  this  morning,  has  some  features  of  the 
ta^et  price  concept  in  it,  open-end  production,  et  cetera. 

Senator  Leahy.  I  was  looking,  for  example,  at  the  joint  statement 
he  and  Mr.  Jones  made  this  morning.  I  got  the  impression  that  he 
had  su^ested  that  your  organization  was  generally  opposed,  at 
least  to  the  way  it  was  presented  in  the  last  Congress. 

Mr.  Guthrie.  That  is  rirfit. 

Senator  Leahy.  Senator  Dole. 

Senator  Dole.  Well,  I  think  you  are  trying  to  work  out  some 
compromise  legislation  now.  That  is  your  position  now,  is  it  not? 

Mr.  Guthrie.  Yes,  sir,  that  is  correct. 

Senator  Dole.  So  you  are  not  set  in  concrete  on  anythii^;. 

Mr.  Guthrie.  That  is  correct. 

Senator  Dole.  And  the  so-called  Houston  plan  would  embrace 
at  least  some  of  that  tai^t  price  concept. 

Mr.  Guthrie.  It  does,  yes,  sir. 

Senator  Dole.  What  1  am  suggesting  is  that  it  may  be  possible 
to  have  some  proposal  that  a  great  majority  would  agree  on — and 
it  would  have  a  number  of  provisions.  Some  are  in  the  McClell&n 
bill  last  year,  some  developed  with  the  Houston  plan,  something  to 
protect  old  producers  and  to  encourage  new  producers. 
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Mr.  Guthrie.  Yes,  sir,  we  feel  we  can  work  this  out. 

Senator  Dole.  So  you  have  an  open  mind. 

Mr.  Guthrie.  Yes,  sir,  very  definitely. 

Mr.  Chalkley.  Senator,  I  would  like  to  alao  add  to  what  Mr, 
Guthrie  said  about  the  industry  trying  to  promote  its  own  markets. 
You  might  be  interested  to  know  that  this  year  that  the  rice 
industry,  which  is  basically  a  producer  oi^anization  which  is  known 
as  the  Rice  Council  for  Market  Development,  has  a  budget  of  around 
$2  million  and  which  we  are  using  to  promote  rice  not  only  in  the 
United  States  but  also  in  foreign  markets  because  when  we  started 
this  out  we  had  no  other  foreign  market,  as  Mr.  Guthrie  has  indi- 
cated, except  Cuba.  And  of  course  we  lost  that  immediately,  so  to 
speak.  Today  we  are  shipping  rice  to  104  countries  and  where  we  had 
a  very  small  amount  of  it  per  dollar  exports,  today  better  than  .30 
percent  of  our  production  is  for  dollar  exports.  It  has  nothing  to  do 
with  Public  Law  480  or  it  has  nothing  to  do  with  the  domestic  market. 

As  1  understand,  we  may  start  a  markup  of  the  farm  bill  in  this 
committee  by  mid-March. 

Senator  Dole.  The  only  other  question  I  would  have  is,  will  you 
have  your  agreement  by  then? 

Mr.  Guthrie.  Hopefully,  we  will  have  it  by  then,  yes,  sir. 

Senator  Dole.  Thank  you. 

Mr.  Guthhie.  I  will  give  the  exhibit  here  to  the  young  lady.  She 
might  enjoy  some  rice. 

Senator  Le-^hy.  Sir,  do  you  wish  to  testify  also? 

STATEMENT  OF  HARRT  0.  CHALELET,  VICE  PRESIDENT,  AMER- 
ICAN RICE  GROWERS  COOPERATIVE  ASSOCIATION,  LAEE 
CHARLES,  lA. 

Mr.  Chalkley.  Well,  we  are  both  from  the  same  organization. 
For  the  record  my  name  is  Harry  Chalkley,  and  I  am  a  rice  producer 
from  Louisiana,  and  I  happen  to  have  been  producing  rice  an  awful 
long  time. 

.Senator  Leahy.  There  was  one  question  I  would  like  to  ask,  if 
I  could  just  take  one  moment  of  your  time. 

You  speak  of  the  $2  million.  Is  that  used  primarily  in  advertising 
efforts,  in  research,  in  lobbying?  How  is  it 

Mr.  Chalkley.  The  money,  none  of  it  is  used  in  lobbying.  Let  me 
start  at  the  bottom. 

Senator  Leahy.  Sure. 

Mr,  Chalkley.  It  is  used  for  advertisements.  It  is  used  in  connection 
with  what  we  call  market  development  in  which  we  send  around 
home  demonstration  people  to  put  on  actual  demonstrations  on 
how  to  cook  rice,  to  fumisn  the  recipes.  And  in  other  words,  we  meet 
with  the  schools,  with  the  other  groups  where  they  have  these  cook- 
ing schools  in  some  of  these  cities.  We  have  somebody  there  to  present 
rice  as  rice,  as  a  food.  But  none  of  it  is  used  for  lobbying,  I  can  assure 
you  of  that. 

Senator  Leahy.  Thank  you. 

Senator,  do  you  have  any  questions? 

Senator  Dole.  No;  that  is  fine.  They  still  use  rice  for  weddings,  do 
they  not? 
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Mr.  Chalklet.  Sure.  Now  we  have  it  so  they  can  color  it.  If  they 
do  not  like  the  color  of  white  rice,  they  can  color  it  pink  or  blue  or 
whatever  they  want. 

Senator  Lbaht.  Our  next  witness  is  Mr.  Ralph  Newman,  general 
manager  of  American  Rice  from  Houston,  Tex. 

Is  mat  correct. 

Mr.  Newman,  Yes;  that  is  correct. 

Senator  Leaht.  OK.  I  am  going  to  have  to  ask  the  witnesses  to 
keep  as  close  to  the  10-minuto  limit  as  possible.  Obviously,  we  are 
not  going  to  cut  you  off  in  the  middle  of  a  word  or  a  sentence. 

Senator  Dole.  Do  you  support  the  Houston  plan? 

Mr.  Newman.  Very  much. 

Senator  Dole.  The  reason  I  am  asking  is  this  morning  the  teatimonj- 
was  pretty  much  the  same.  Rather  than  to  give  us  another  dose  of 
the  same  medicine,  it  might  be  helpful  if  you  could  just  sort  of  sum- 
marize maybe  some  point  that  has  not  been  made  by  Mr.  Guthrie 
or  a  previous  witness  and  then  make  your  full  statement  a  part  of  the 
record. 

It  might  be  more  helpful  as  we  get  into  writing  the  legislation,  to 
speak  to  some  point  you  want  to  emphasize. 

STATEUOT  OF  RALPH  HEWUAN,  OERBRAX  HAHAOEB,  AIOEBICAH 
EICE,  INC.,  HOUSTON,  T£Z. 

Mr.  Newman.  Senator  Dole,  I  would  like  very  much  to  have  my 
statement  entered  into  (he  record. 

Senator  Leahy.  We  will  ent^r  all  statements  into  the  record. 

Senator  Dole.  If  there  are  things  that  have  not  been  brought  up. 

Mr.  Newman.  Yes;  there  arc  some  things  I  would  hko  to  bring 
up  that  I  think  are  different.  We  represent  a  great  number  of  rice 
farmers.  We  are  involved  in  the  actual  marketing  of  their  rice  from 
tlic  country  elevator  all  the  way  through  milling  and  exporting. 

Our  cooperative  handles  about  10  percent  of  the  U.S.  rice  pro- 
duction. The  thing  I  really  would  like  to  address  myself  to  is  some 
perspective  on  all  of  this  rice  problem. 

1  think  that  what  has  happened  is  we  have  had  a  very  unusual 
set  of  circumstances  in  the  nee  business  recently  as  well  as  in  all 
agriculture.  We've  had  a  literal  explosion  in  prices.  This  was  brought 
about  by  many,  many  factors  of  which  this  committee  is  certainly 
aware.  We  do  not  know  all  of  the  answers,  even  today,  as  to  why  all 
of  those  Ihings  happened.  As  with  most  cyclic  tilings,  the  pendulum 
has  begun  to  swing  the  other  way.  We  now  have  softness  in  rice 
prices  as  we  do  in  most  of  our  grains.  As  Congressman  Breaux  said 
this  morning,  we  have  all  been  up  hero  for  many,  many  hearing. 
By  now  we  will  pretty  much  know  what  everyone  will  say  and  the 
positions  from  which  they  wilt  approach  things. 

The  thing  that  concerns  us  is  that  almost  all  of  the  arguments  of 
substance  to  change  the  rice  program  are  based  upon  an  examination 
of  conditions  over  a  very  narrow  time  frame  when  all  of  these  unusual 
things  were  occurring.  The  reason  that  we  had  high  rice  prices,  to 
hear  many  people's  point  of  view,  is  simply  because  the  program 
was  wrong,  you  see.  It  is  implied  that  because  rice  prices  went  up, 
the  program  was  at  fault  and  we  need  to  dismantle  our  entire  system. 
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Fortunately  we  have  been  able  to  stretch  these  hearings  out  long 
enough  to  see  that  all  of  these  conditions  do  have  some  oalance.  In 
fact,  the  pendulum  is  now  swinging  the  other  way.  Our  real  concern 
today  is  over  production,  as  it  has  traditionally  been  in  the  rice 
business. 

We  clearly  have  adequate  capability  with  the  existing  rice  farmers 
and  within  the  existing  acreage  that  is  in  rice. 

You  may  or  may  not  know  that  rice  is  typically  grown  in  a  rotation 
in  which  you  have  one  to  two  times  as  much  lancf  out  of  production 
as  in  production.  We  have  to  do  this  to  maintain  quality  control  of 
our  product.  Clearly,  we  have  much  land  in  the  rice  business,  in  the 
hands  of  existing  farmers,  that  could  be  devoted  to  rice. 

I  might  point  out  that  these  quality  requirements  are  not  that 
critical  when  it  comes  to  feeding  the  world.  The  things  that  we  have 
to  do  to  produce  domestic  quality  are  really  not  verj'  critical  in  some 
of  our  export  markets.  We  have  the  capability,  for  example,  to  double 
our  rice  production  level  for  our  Public  Law  480  program  within  the 
hands  of  present  producers  and  have  had  for  many  years.  It  is  not  a 
fault  of  the  rice  program  that  we  have  not  done  this.  The  problems 
aic  suiiply,  as  other  speakers  have  said  this  morning,  who  is  going 
to  pay  for  ail  of  this  and  how  stable  is  this  demand  going  to  be? 

Our  investment  after  the  farmer  makes  his  food  production,  for 
e.xainple,  is  needed  in  drying  facilities  to  receive  the  crop,  Mr.  Guthrie 
spoke  of  the  perishability  of  rice.  It  takes  an  investment  of  approxi- 
mately $100  an  acre  for  the  initial  receiving  facilities,  for  example, 
jurit  to  handle  rice  our  of  the  field. 

Sow  it  is  fine  for  the  Congress  to  come  in  and  say,  "We  have  a 
jiroblem  ill  Bangladesh  this  year.  Let's  grow  another  250,000  acres 
of  rice."  The  way  this  translates  to  the  farmer,  though,  is  "How  am 
I  goiTig  to  amortize  a  tractor  or  combine?  How  are  we  going  to  pay 
for  Ihe  facilities  to  handle  this  product  and  how  long  will  Congress 
have  the  propensity  to  continue  doing  this?" 

Wc  do  not  grow  rice  because  of  our  rice  program.  We  grow  it  as  a 
business.  Is  there  a  real  market  out  there  an<l  how  long  will  that  market 
be  there?  Can  we  amortize  our  investments? 

I  think  a  lot  of  people  will  tend  to  try  to  lead  these  committees  to 
believe  that  all  of  the  faults  are  within  the  program.  They  are  really 
economic  problems. 

The  other  thing  I  would  like  to  cover,  since  you  want  me  to  hit  the 
high  points,  is  that  we  very  seriously  feel  that  the  problems  that 
we  have  in  the  rice  business  and  one  we  have  been  through  for  many, 
many  years — we  could  ask  Mr.  Chalkley  up  here.  I  do  not  know  how 
many  rice  crops  he  has  been  involved  in,  but  I  am  sure  50 — how 
many  cycles  of  overproduction  we  have  gone  through  in  this  industry. 
Wc  clearly  have  the  capability  in  1  year,  even  under  our  existing 
programs,  much  less  liberalized  programs,  to  literally  produce  more 
rice  than  we  even  have  room  to  store,  to  mill,  to  ship.  We  think  that  a 
mandatory  production  control  device  must  be,  in  any  type  of  Icgisla- 
rioii,  we  do  not  think 

Senator  Leahy,  Must  be. 

Mr.  Newman.  Must  be.  We  do  not  think  that  a  set-aside  approach 
or  some  very  loose,  nebulous  type  of  production  control  approach  as 
sot  up  in  target  price  concept  will  wont  with  our  commodity.  Now  it 
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may  well  work  with  wheat  or  com.  I  do  not  know.  I  am  not  criticizing 
sel^aside  as  a  generaJ  concept.  But  we  think  it  is  literally  of  no 
value  whatsoever  in  the  rice  bu^eaa,  that  it  will  do  nothing.  The 
reason  being,  again,  because  we  have  all  of  tht<)  cropland  that  is  in 
this  normal  rotation.  A  farmer  can  go  out  and  set  aside  500  acres  and 
we  have  another  500  acres  that  he  has  been  rotating.  He  simply'  goes 
over  after  obtaining  his  set-aside  payment  and  grows  rice  on  it.  What 
have  we  accomplished? 

We  think  the  only  way  we  can  get  any  effective  control  to  get 
oversupply  down  is  with  the  type  of  mechanism  that  we  have  in 
existing  law.  This  has  been  true  for  many  years  and  we  really  do  not 
think  anything  has  changed  in  that  respect. 

Senator  Dole.  What  do  you  mean,  marketing  quotas  and  allot- 
ments? 

Mr.  Newman,  I  think  in  our  particular  business,  in  view  of  the 
fact  that  virtually  all  of  our  international  trade  is  in  competition  with 
governments  and  quasi-govemment  agencies  who  make  decisions  on 
all  sorts  of  bases  other  than  economics,  that  we  are  a  commodity 
that  is  saying,  "We  think  we  need  our  eovemment  involvement  id 
this  commodity."  That  is  the  nature  of  all  of  our  competition. 

Senator  Leahy.  Thank  you  very  much. 

Senator  Dole.  Thank  you. 

Senator  Leahy.  I  want  you  to  know  you  had  much  easier  treatment 
at  the  hands  of  the  committee  than  the  Secretary  of  Agriculture  did 
yesterday. 

Mr.  Newman.  I  think  he  holds  the  opposing  view. 

Senator  Leahy.  Yes;  that  came  across. 

[The  prepared  statement  of  Mr.  Newman  follows:] 


Mr.  Cbairman  and  Members  of  the  Committee:  My  name  is  Ralph  S.  Newman, 
Jr.  I  am  Generul  Manager  of  American  Rice,  Inc.,  a  farmer-owned  rice  marketing 
cooperative,  headquartered  in  Houston,  Texas.  Our  members'  rice  production, 
principaliy  grown  in  the  States  of  Louisiana  and  Texas,  this  crop  year  will  repre- 
sent about  ten  (10)  percent  of  the  total  U.S.  rice  production.  We  are  invoh^ 
in  all  phases  of  marlieting  of  our  members  rice  from  harvesting  through  milling 
and  exporting. 

We  believe,  an  I  am  certain  other  witnesses  from  LouiHiana  and  Texaa  will 
agree,  that  the  present,  existing  framework  of  rice  legislation  has  well  served  the 
needs  of  the  rice  farmer  and  other  segments  of  the  rice  industry,  our  Government 
and  U.H.  consumers.  All  facts  considered  and  over  a  long  period  of  time,  we  have 
produced  an  abundant  supply  of  rice,  at  reasonable  prices,  with  minimum  costs 
to  Government,  stable  prices  to  consumers,  and  have  had  economic  stability 
both  on  our  farms  and  in  our  hundreds  of  rural  communities  whose  economic 
welfare  is  dependent  on  rice  production  and  its  related  industries. 

Unfortunately,  an  unusual  combination  of  independent  conditions  occurred 
simultaneously  which  temporarily  sent  rice  prices  skyrocketing.  Among  these 
were  the  devaluation  of  the  dollar,  poor  world  weather  conditions,  worldwide 
inflation  and  the  still  wholly  unexplained,  unprecedented  large  commercial  pur- 
chases of  U.S.  rice  by  members  of  the  OPEC  group — most  notably  Iran.  The 
pa.ssage  of  time,  as  well  as  substantially  increa^ea  supplies,  both  in  tne  U.S.  and 
in  other  countries,  has  modified  the  impact  of  this  combination  of  factors.  In 
fact,  the  phenomena  experienced  within  the  rice  industry,  are  essentially  those 
experienced  in  our  wheat,  com,  feed  grain  and  soybean  markets  over  the  past 
two  years.  Rice  prices  today  are  trending  sharply  downward  in  the  face 
of  increased  supplies  and  reduced,  sustained  export  demand. 
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All  of  this  cyclic  movement  is  typical  of  agricultural  commodities.  They  always 
h:ivi?  been  and  will  probably  continue  to  be  cyclic  in  price,  which  is  simply  the 
liiilunce  point  in  the  supply  demand  curve.  The  alternative  to  this  cyclic  approach, 
of  course,  is  a  rigidly  administered  ecooomic  system  to  which  there  ie  abundant 
evidence,  both  in  the  U.S.  and  in  other  more  controlled  economies,  indicating 
thiit  controls  do  not  work  in  practice  and  in  fact,  in  the  long  run,  create  more 
problems  that  they  set  out  to  solve. 

Our  concern  is  that  some  perspective  of  the  recent  problems  in  our  industry  is 
not  maintained  in  al!  of  the  testimony  that  will  be  presented  before  this  Com- 
mittee. On  numerous  occaaions  during  the  past  year  we  have  met  U.8.D.A.,  the 
various  rice  user  groups,  ad  hoc  committees  and  consvuner  groups  across  the 
table  before  subcommittees  and  committees  of  both  houses  of  the  Congress 
debating  changes  in  our  rice  legislation.  What  is  of  continuing  concern  to  ub  is 
the  propensity  of  these  various  special  interest  groups  and  uTS.D.A.  to  take  a 
narrow  lime  period,  a  peak  in  a  cycle  so  to  speak,  and  use  the  conditions  occurring 
at  that  time  to  justify  and  "prove"  all  of  their  arguments.  We  feel  there  is  more 
wisdom  in  taking  a  longer  range  view  of  the  rice  industry  and  its  problems.  This 
means  the  recognition  of  the  fact  that  cyclefi  have  bottoms  as  well  as  tops.  At 
this  point  we  are  somewhere  in  between.  In  the  judgment  of  many  of  us  ttw  trend 
line  is  down. 

Let  me  say  at  this  point  that  we  are  in  agreement  that  certain  ohangefl  can  be 
made  in  our  existing  rice  legislation  that  will  improve  its  eBectiveneas  to  all 
interests.  We  agree  that  parity  is  probably  an  obsolete  index  to  utilize  for  a  basis 
cf  a  protective  mechanism  to  insure  a  dependable  supply  of  food  through  the  low 
points  of  our  price  cyoles.  An  actual  cost  of  production  index  seems  to  better 
serve  the  contemporary  need.  It  insures  the  consumer  that  prices  are  free  to 
trend  a^  low  as  actual  cost,  it  keeps  us  competitive  in  world  markets  and  it 
provides  the  mechanism  to  preserve  a  stable  base  of  production  through  the  bad 
times  as  well  as  the  good. 

We  also  agree  that,  to  the  extent  that  there  are  viable  world  markets  to  be 
satisfied  through  expanded  production,  more  rice  should  be  grown  both  by  farmers 
with  and  without  allotments.  Because  of  our  longer  range  perspective,  winch  many 
do  not  acknowledge  because  it  does  not  serve  their  poeition  well,  we  discount 
.substantially  the  size  of  this  expanded  market  and  particularly,  the  economiu 
ability  to  buy  our  potential  production. 

Down  on  the  farm,  in  the  real  worid  where  there  are  country  bankers,  PCA's 
and  a  lot  of  farmers  who  are  pretty  good  businessmen,  the  problems  of  the  world's 
fond  supply  are  of  interest  but  they  do  not  translate  to  a  bankable  proposition. 

Withm  our  present  legislation,  with  no  changes,  with  only  our  present  rice 
farmers,  given  a  stable  year  to  year  demand,  our  Industry  can  easily  double  the 
current  amount  of  rice  utilized  in  all  food  assistance  programs  of  1^is  country. 
The  key  questions  are,  of  course,  where  will  the  money  come  from  to  pay  for  this 
rice  and  will  this  additional  demand  be  stable?  It  seems  poor  judgment  to  us  to 
dismember  good  legislation  unless  the  answer  to  those  questions  are  at  hand. 

I  think  this  measure  of  additional  production  capacity  demonstrates  the  moat 
critical  problem  that  faces  the  Rice  Industry.  Of  all  the  problems  that  affect  this 
industry,  overproduction  has  historically  and  contemporaneously  overshadows  all 
others.  It  is  by  far,  the  number  one  concern  of  every  rice  farmer  I  talk  with  and 
with  good  reason — the  Industry  has  had  many  such  cycles  of  overproduction  in 
the  past  and  has  the  potential,  within  only  one  crop  year  to  be  in  a  disastrous 
surplus  situation  again.  The  production  control  mechanism  in  current  law  was  a 
direct  outgrowth  of  a  previous  oversupply  problem.  While  not  perfect,  it  has 
worked  pretty  well.  It  can  be  modified  somewhat,  as  for  example,  to  give  us  a 
larger  carryover  from  year  to  year  to  meet  current  marketing  patterns. 

On  one  point,  I  want  to  be  clear.  We  feel  that  this  production  limiting  device, 
called  into  play  when  excess  supply  situations  occur,  is  mandalory  for  the  overall 
economic  health  of  the  rice  production  industry.  I  think  you  will  find  a  com- 
parable point  of  view  from  virtually  every  rice  producer  organization  in  this 
country.  I  know  you  will  find  it  from  all  of  us  who  nave  the  job  of  marketing  that 
production  for  our  farmers  as  many  of  us  do. 

The  reason  for  this  statement  is  simple.  Year  in  and  year  out  approximately 
two-thirds  of  the  rice  production  in  the  United  States  must  be  exported.  The 
United  States,  producing  qply  about  two  (2)  percent  of  the  world  production  of 
rice,  is  a  residual  supplier  of  rice  in  the  world  market.  Our  markets  and  price 
levels  .ire  dependent  on  conditions  in  other  rice  producing  areas  over  which  we 
have  no  control.  Our  markets  are  dependent  upon  wars,  weather  and  international 
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politics.  Wc  have  no  futures  marketing  mechanism  over  which  to  spread  risks. 
Out  competitors  arc  largely  governments  and  quasi-govemment  agencies,  whose 
decisions  are  often  made  outaide  of  the  area  of  economics.  Since  we  can  far  out 
produce  our  markets,  it  becomes  very  important  that  we  have  the  coordinated 
ability  to  increase  or  decrease  the  production  of  U.S.  rice  in  accordance  witli 
world  supply  and  demand  conditions.  As  much  as  a  farmer  inherently  dislikes 
Government  controls,  the  fact  is  that  they  are  the  only  effective  means  of  cnn- 
trolting  production.  Without  a  legislative  mechanJBm  to  control  production,  the 
only  remaining  control  is  financial  losses  to  producers,  resulting  in  controlling 
their  production  one  year  too  late  and  at  the  expense  of  chronic  instability  In  our 
supply  and  prices.  We  don't  feel  this  serves  any  one's  best  interest. 

In  closing,  we  offer  our  assistance  and  continuing  counsel  to  both  the  Congress 
and  the  Administration  in  reviewing  and  modifying  our  present  legislation  to 
malie  it  a  better  and  more  r^ponsive  program  for  farmers,  the  related  industiTt 
Government  and  consumers.  We  are  encouraged  by  the  attitude  of  this  Committee, 
as  comprehensively  reported  by  the  Press,  with  regard  to  providing  reasonable 
protection  levels  to  U.S.  agriculture  to  encourage  stable  production  and  prices. 
As  a  representative  of  a  commodity  with  an  estimiated  production  cost  this  year 
of  $3!>0  per  acre  and  which  is  subject  to  so  many  extraneous  demand  fflctora,  I 
aisure  you  it  is  absolutely  mandatory  that  reasonalile  protection  levels  be  provided 
to  rice  farmers  if  we  are  to  continue  to  build  our  Industry  to  meet  our  domestic 
market  requirements,  expand  export  markets  which  strengthen  the  U.S.  balance 
of  payments  position,  and  meet  the  expanding  commitments  of  the  U.S.  Govern- 
ment in  food  assistance  programs  around  the  world. 

Again,  however,  with  regard  to  our  particular  commodity  and  because  of  the 
many  unique  factors  which  affect  it,  we  feel  that  an  even  more  critical  requirement 
than  a  support  mechanism  is  the  TeUntion  of  n  production  limiting  device  to  manage 
us  through  our  periods  of  chronic  surplus  with  the  least  disruption  to  long-term 
stability  of  the  Industry.  We  do  not  feel  that  a  set  aside  approach,  as  typically 
contained  in  target  price  legislation,  will,  in  any  meaningful  way,  provide  limita- 
tion of  production  as  it  is  intermittently  needed, 

I  appreciate  the  opportunit.v  to  present  the  viewpoint  of  our  rice  farmers  to 
you  today  and  will  be  pleased  to  try  to  answer  any  questions  that  you  might 
have  regarding  this  testimony  or  any  other  area  of  the  rice  business. 

Senator  Leahy.  Our  next  witness  is  Mr.  Leonard  Hensgens. 

STATEMENT  OF  I^ONABS  J.  HENSOENS,  CHAIKUAIT,  BICE  AS- 
VISOEY  COUHITTEE,  LOTTISIANA  FARM  BTTBEATJ  lEDEEATIOS, 
BEASCH,  LA. 

Mr.  Hexsgenr.  My  name  is  T^eDnar*]  Hensgens,  a  rice  producer 
and  chairman  of  the  Louisiana  Farm  Bureau  Rico  Advisory  Com- 
mittee. I  would  like  to  thank  you  for  this  opportunity  to  testify 
regarding  the  present  rice  program. 

My  fippearance  before  vou  today  represents  43,000  member  families 
of  the  Louisiana  Farm  fiureau,  but  specifically  my  testimony  is  on 
behalf  of  the  4,200  rice  producer  families  of  our  organization.  My 
testimony  reflects  the  policy  developed  through  our  statewide  rice 
advisory  committee.  The  committee  is  composed  of  rice  producers 
from  each  parish  where  rice  is  grown.  Committee  members  are  selected 
by  the  pansh  farm  bureau  organizations. 

First,  let  me  say  that  Jjouisiana  rice  producers  are  strongly  in  favor 
of  retaining  our  present  rice  program.  We  feci  the  legislation  has  served 
the  industry,  consumers,  and  others  well.  It  provides  the  necessary 
mechanisms  for  increased  production  when  additional  supplies  are 
needed.  Alrfo,  production  restrictions  are  authorized  when  supplies 
become  c."cccs,sive  and  act  as  depressing  factors  to  the  market. 

We  must  be  realists.  There  is  a  concerted  efTort  by  the  administra- 
tion, certnin  Members  of  Congress,  and  others  to  develop  a  new  rice 
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prograni.  This  being  the  case^roducers  feel  it  is  important  that  any 
proposal  contain  our  views.  The  following  are  points  that  must  be 
included  in  any  proposal  to  receive  support  from  Louisiana  rice 
producers. 

First,  any  new  legislation  should  be  an  amendment  to  our  permanent 
legislation.  We  feel  that  permanent  legislation  is  a  necessity  if  rice 
producers  are  expected  to  make  necessary  capital  expenditures  to 
maintain  a  viable  rice  industry.  The  base  acreage  figure  should  be 
increased  from  1.6  million  acres  to  2  million  acres  with  allocation  to 
various  forms  or  producers  being  continued  as  is  the  current  practice. 
To  assnre  the  American  consumer  and  the  State  Department  sufficient 
supplies  to  meet  unexpected  contingencies,  we  recommended  the 
provision  for  normal  carryover  be  increased  from  10  percent  of  normal 
supply  to  20  percent  of  normal  supply.  However,  if  production  in- 
creases sufficiently  to  cause  the  normal  supply  to  be  in  excess  of  20 
percent,  the  production  of  rice  then  should  be  restricted.  If  carryover 
of  rice  into  a  crop  year  plus  expected  production  of  that  year  causes 
the  normal  carryover  to  be  in  excess  of  20  percent  of  normal  supply, 
provisions  should  authorize  the  Secretaiy  of  Agriculture  to  reduce 
the  national  base  acres  sufficiently  to  bring  normal  carryover  at 
levels  below  20  percent  of  normal  supply.  Because  growers  should 
be  assured  of  some  level  of  support,  we  recommend  that  the  national 
average  cost  of  rice  production  oe  established  as  the  level  of  support. 
According  to  onr  information,  that  level  is  currently  in  the  area  of 
$8  per  hundredweight.  Further,  such  support  should  be  available  only 
to  growers  who  plant  within  allotted  acres.  With  such  a  system  of 
support,  it  would  be  necessary  that  a  farm  yield  base  be  established 
to  reflect  the  historical  production  average  from  allotted  acres  of  each 
producer  or  farm.  This  aspect  should  be  handled  administratively  as 
other  farm  yield  base  programs  are  currently  handled.  Our  proposal 
recommends  that  not  more  than  1  percent  of  the  national  allotment 
be  available  for  new  grower  reserves.  Such  new  grower  reserves  should 
be  allotted  to  alleviate  hardship  situations  as  defined  and  judged  by 
respective  State  ASCS  committees. 

Mr.  Hexsgeks.  First,  to  summarize  our  proposal,  the  following 
goals  an<l  objectives  would  be  accomplished: 

First,  allow  more  farmers  to  enter  rice  farming  to  satisfy  expanding 
world  needs  for  food;  second,  keep  U.S.  rice  viably  competitive  in 
world  markets;  third,  assure  reasonable  domestic  prices,  while  at  the 
same  time  providing  checks  to  gross  overproduction;  fourth,  create 
more  stability  from  year  to  vear  in  acreage  levels;  fifth,  assure  U.S. 
consumers  an  abimdant  supply  of  rice  at  the  lowest  possible  price  on  a 
dependable  basis;  sbcth,  the  milling  and  processing  mdustry  will  have 
an  adequate  supplj-  of  rice  to  meet  expanding  markets  at  reasonable 
prices;  seventh,  as  a  bonus,  the  industry,  through  expanding  the 
normal  carryover  level  to  20  percent  will  provide  a  reserve  of  nee  to 
meet  unexpected  domestic  and  foreign  contingencies;  eighth,  no 
subsidies,  clirert  payments  nor  other  assurances  are  asked  by  rice 
farmers  other  than  the  minimum  as,sistance  of  the  U.S.  Government 
to  protect,  at  cost  of  production,  a  base  of  rice  production. 

We  understand  that  certain  parties  are  still  favoring  tai^et  price 
legiwlalion  for  rice.  Our  major  points  of  objection  are:  the  proposed 
legislation  is  (eiuporarj-;  it  provides  for  direct  payments  to  producers 
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wliich  we  feel  is  unsound ;  and  it  provides  for  uncontrolled  production 
which  would  be  disastrous  for  our  industry.  With  regard  to  direct 
payments,  it  is  naive  to  think  that  any  legisTation  will  be  approved  by 
t^oiigress  without  payment  limitations.  Further,  the  best  we  coul^ 
expect  would  be  a  $20,000  limitation  and  possibly  a  limitation  as  low 
as  $9,400,  such  as  n  as  the  case  in  the  proposed  sugar  legislation. 

In  conclusion,  let  me  say  that  the  rice  industry  stands  ready  to 
consider  any  proposal  that  offers  a  constructive  solution  to  our  situa- 
tion. It  is  sometimes  frustrating  for  our  industry  to  try  to  satisfy 
Congress,  consumers,  and  USDA  officials  while  trying  to  write  a  pro- 
gram that  is  meaningful  to  the  rice  industry.  However,  we  feel  that 
our  proposal,  which  encompasses  the  ideas  of  the  so-called  Houston 
plan,  comes  as  close  as  humanly  possibly  to  meeting  the  criteria  of  all 
concerned.  I  hope  that  the  members  of  the  committee  will  respect  our 
feelings  and  assist  us  in  developing  meaningful  legislation. 

I  appreciate  this  opportunity  to  be  here  today  and  welcome  any 
questions  from  the  committee. 

Senator  Leahy.  Thank  you  very  much,  sir. 

Senator  Dole. 

Senator  Dole.  In  other  words  you  are  suggesting  we  leave  the  pro- 
gram pretty  much  as  it  is? 

Mr.  Hgnsqens.  My  first  choice  for  my  committee  was  to  stick  with 
the  old  program.  The  second  choice  would  be  to  go  with  the  Houston 
plan  or  proposal  that  we  had. 

Senator  Dole.  Now  I  want  to  just  make  certain  that  I  understand 
as  I  just  indicated  to  Mr.  Guthrie  you  are  in  the  process  of  trying  to 
compromise  some  of  the  differences  that  are  obvious  with  different 
groups,  right?  Different  grower  groups  and  other  groups  interested  in 
rice,  the  nee  industry.  And  that  negotiation  is  gomg  on.  At  least  you 
are  trying  to  work  out  something.  At  this  point  you  are  not  certain 
what  it  IS  going  to  contain,  but  you  are  hoping  that  at  least  your 
eight  broad  guidelines  will  be  in  there  somewhere. 

Mr.  Hensoens.  Yes,  sir. 

Senator  Dole.  And  if  it  is  some  modified  program  that  might  in- 
clude some  modiRed  target  price  concept,  then  you  might  reassess 
your  position  on  that. 

Mr,  Hexsqexs,  I  could  not  say  we  would  go  with  tar^t  pricing 
because  the  direct  payment  concept  and  the  American  Farm  Bureau, 
as  you  know,  is  strictly  against  direct  payments  in  any  way,  shape,  or 
form,  so  I  could  not  say  we  could  go  along  with  that.  But  we  would 
like  some  support  at  the  level  of  the  cost  of  production  so  we  can  be 
sure  we  stav  in  business. 

Senator  Dole.  That  is  really  what  some  of  us  feel  that  target  price 
ought  to  bo.  We  do  not  want  to  get  into — I  say  we — the  taxpayers  do 
not  want  to  get  into  the  business  of  assuring  everyone  the  cost  of 
production  plus  a  profit  of  some  kind. 

Ho  I  agree  with  your  concept,  that  there  ought  to  be  some  assur- 
ance to  the  farmer  that  lie  can  at  least  plant  a  crop  again  next  year  if 
everything  is  a  disaster  and  the  prices  go  to  pieces. 

Mr.  Hen'sgens.  That  is  all  we  ask  for,  just  a  chance  to  stay  in 
business. 

Senator  Dole.  That  is  not  too  much. 

Senator  Leahy.  Sir,  let  me  ask  just  one  question. 
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Vou  mentioned  in  your  statement: 

To  assure  the  American  consumer  and  the  State  Department  sufficient  supplies 
to  meet  unexpected  contingencies,  we  recommend  the  provision  tor  normal  carry- 
over be  increased  from  10  percent  of  normal  supply  to  20  percent  of  normal  supply. 

And  if  production  went  over  to  cause  the  normal  supply  to  be  in 
excpsrt  of  20  percent,  "the  production  of  rice  should  be  restricted." 

How  did  you  arrive  at  the  difference  between  10  percent  and  20 
percent?  How  did  j'ou  arrive  at  the  20  percent  figure? 

Mr.  Hexsgens.  Sometimes  we  run  just  a  little  short.  You  know, 
it  is  a  long  formula.  You  start  this  year  and  figure  out  2  years  down 
the  road  how  much  carryover  you  are  going  to  have. 

Senator  Dole.  What  would  20  percent  be?  Would  that  be  over 
10  million  hundredweight? 

Mr.  Hensgens.  It  would  be  approximately  22  million  to  25  million 
1  mild  red  weight.  Now  this  would  keep  from  having  allotments  1  year 
of  2.2  million  acres,  the  next  year  maybe  1.6  million  acres  and  having 
the  indudtrj-  going  up  and  down  and  possibly  coming  up  just  a  little 
bit  short  on  the  ciirrjover.  And  some  people  worry  about  this  in  that 
thev  will  not  have  an  adequate  supply  of  food. 

Also  you  have  got  the  contingencies  that  the  State  Department 
might  have  with  some  country  that  is  torn  up  by  war  and  they  need 
this  food  for  feeding  the  people  over  there  that  are  starving  to  death. 

Senator  Leahy.  But  you  do  not  feel  10  percent  is  adequate? 

Mr.  Hensgens.  We  felt  like  it  was  but  the  target  price  concept 
wants  open  production,  they  want  more  rice  to  feed  the  people,  and 
we  felt  like  this  is  a  compromise  position  between  what  tne  Depart- 
ment wants  and  what  we  want. 

Senator  Lbaht.  In  recommending  the  20  percent,  are  you  assmning 
there  will  be  target  price  legislation? 

Mr.  Hensgens.  No,  sir,  we  are  not  saying  that  we  are  wanting 
target  price  legislation. 

Senator  Leahy.  No;  I  realize  you  are  ver>*  opposed  to  it. 

Mr.  Hensgens.  We  want  to  see  that  we  have  enough  reserves  that 
we  will  not  get  in  trouble  and  the  Department  will  not  get  in  trouble 
feeding  the  people  and  having  the  consumer  not  have  enough  food, 
and  so  forth. 

I  think  this  was  a  well  thought  out  compromise.  We  got  in  this 
room  and  fought  it  out  for  about  5  or  6  hours  in  Houston,  and  this  is 
the  best  we  could  come  up  with.  And  we  felt  like  this  is  something 
we  could  all  live  ^vith,  and  the  industry  would  be  sound. 

Senator  Leahy.  Thank  you. 

Senator  Dole? 

Senator  Dole.  Has  there  been  some  indication  that  the  Department 
would  accept  the  compromise?  I  do  not  assume  they  were  at  the  meet- 
ing at  Houston,  were  they? 

aIt.  Hensgens.  No.  sir,  but  we  have  met  with  a  couple  of  people 
in  the  Department  earlier  and  then  we  met  with  the  Department  after 
the  meeting  in  Houston.  We  met  with  Under  Secretary  Yeutter,  and 
Mr.  Terry  Harmon. 

Senator  Dole.  Yesterday  when  Secretary  Butz  was  here  that  this 
was  sort  of  in  the  mill.  I  am  certain  we  can  find  out  from  the  Depart- 
ment what  their  response  is.  That  does  not  mean  that  they  are  going 
to  prevail  or  not. 
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Mr.  Hensoeks.  I  might  add  that  Under  Secretary  Yeutter  said  they 
would  take  it  under  advisement  and  see  if  we  could  maybe  work  out 
an  agreement  between  the  Department  and  the  industry,  and  this  is 
where  it  is. 

Senator  Dole.  I  hope  so.  I  always  get  a  little  concerned  when  they 
take  it  imder  advisement  because  you  may  never  see  it  again. 

Senator  Leahy.  Oh,  not  in  the  Department  of  Agriculture. 

Senator  Dole.  But  in  any  administration  when  a  bureaucrat  says 
he  is  going  to  take  it  under  advisement,  I  start  looking  for  another 
approach. 

Mr.  Hensgens.  Thank  you  very  much. 

Senator  Leahy,  Mr,  Nfott,  The  next  witness  is  King  Mott,  vice 
president  of  Northeast  Louisiana  Rice  Growers  Association,  Oak 
Kidge,  La. 

Is  that  correct? 

Mr.  Mott.  Yes;  and  j'ou  finally  have  a  short  statement. 

Senator  Leahy,  You  are  our  kind  of  witness. 

SIATEUENT  OF  KTNQ  UOTT,  VICE  PBESIDEnT,  NORTHEAST 
LOUISIANA   KICE   QROWERS  ASSOCIATION,   OAK  RIOaE,   LA. 

Mr.  Mott,  I  am  King  Mott,  vice  president  of  the  Northeast 
Louisiana  Rice  Growers,  from  Oak  Ridge,  La.  I  represent  an  area 
where  there  are  both  rice  allotment  holders  and  a  great  deal  of  open 
end  rice  growers. 

We  are  for  the  proposed  Houston  Plan,  not  100  percent,  since  it  is 
not  exactly  what  an  old  allotment  growers  would  like  nor  what  open 
end  rice  planters  desire,  but  we  feci  that  we  can  work  with  this  plan 
where  there  is  a  possibility  that  some  security  can  benefit  both  groups. 

We  are  100  percent  against  the  target  price  concept.  We  are  from  an 
area  where  we  have  seen  what  the  target  price  concept  did  to  the  cotton 
farmer  in  a  bad  year.  There  are  more  cotton  farmers  going  broke  this 

?'ear  than  I  have  seen  since  I  have  been  in  the  farming  business.  Rice 
armers  in  my  area  do  not  want  to  experience  this  same  situation  with 
a  tai^et  price  program. 

It  concerns  me  to  hear  our  Secretary  of  Agriculture  say  that  with 
consumer  Congressmen  he  can  pass  a  target  price  bill.  I  would  hope 
that  the  Secretary  would  be  for  a  farmer  and  consumer  prt^am  which 
would  get  votes  from  both  agriculture  Congressmen  as  well  as  con- 
sumer Congressmen,  if  there  is  a  difference. 

Last,  but  not  least,  if  we  are  going  to  have  some  type  of  open  end 
rice  program,  let's  hope  that  Congress,  the  State  Department,  the 
Department  of  A^culture,  and  the  President  will  let  us  have  free 
trade  in  the  world  market  without  interference.  We  want  to  sell  our 

Eroduct  to  the  world  without  the  fiasco  which  happened  to  the  soybean 
irmers  last  year  when  the  Government  put  export  controls  on  them. 

It  just  amounts  to  this,  if  there  is  no  profit,  we  cannot  grow  rice. 
We  cannot  feed  the  United  States,  much  less  feed  the  worid. 

Senator  Leahy.  Thank  you  veiy  much. 

Senator,  did  you  have  a  question? 

Senator  Dole.  Just  to  confirm,  do  you  support  the  Houston  plan? 

Mr.  Mott.  Yes.  We  are  from  an  area  where  we  have  a  lot  of  open 
end  production,  in  other  words,  new  growth.  The  Houston  plan  fits 
both  of  us.  I  am  an  old  rice  grower.  It  is  not  exactly  what  I  would  want. 
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Senator  Dole.  You  arc  a  young  rice  grower. 

Mr.  MoTT,  I  have  an  allotment.  It  is  the  best  we  could  come  with. 

Senator  Leahy.  In  other  words,  it  is  not  perfect,  but  you  can  work 
with  it. 

Mr.  MoTT,  That  is  right. 

Senator  Dole.  When  we  get  through  with  it,  it  will  be  perfect, 

Mr,  MoTT,  I  know  it  will. 

Senator  Leahy,  Thank  you.  Next  we  will  hear  from  Mr.  Baker 
and  Mr.  Corbett  from  Alicia,  Ark, 

Mr.  Baker.  I  am  Mr.  Baker,  and  this  is  Mr.  Corbett. 

Senator  Leahy.  Are  both  you  gentlemen  testifying? 

Mr.  Baker.  Yes,  that  is  right.  This  will  be  in  two  parta. 

STATEMENT  OF  HOEL  BAEEE,  AUCIA,  ARK. 

Mr.  Baker.  Mr.  Chairman,  members  of  the  Senate  Agriculture 
Committee,  and  guests,  Larry  Corbett  and  I,  Noel  Baker,  repre- 
senting lice  farmers  from  Arkansas,  would  like  to  thank  you  for  the 
opportunity  to  discuss  with  you  a  rice  proposal  for  new  rice  legisla- 
tion in  the  94th  Congress.  It  is  vital  to  the  success  of  our  farmers  in 
America  and  the  economy  of  this  Nation. 

In  the  Kice  Advisory  Meeting,  February  12,  we  proposed  a  bill 
for  rice  for  3  years  with  two  permanent  parts.  The  first  part  of  this 
will  be  to  maintain  old  growers  allotments  at  the  1.6  million  acreage 
cun-ently  provided  for  by  law. 

Permit  new  growers  now  and  in  the  future  and  any  old  growers  a 
minimum  acreage  of  35  acres  per  farm  if  he  has  enough  ground 
suited  to  rice  production.  If  one  does  not  have  enough  ground  suited 
to  rice  production  he  would  be  allowed  the  acres  he  did  have  suited. 
These  growers  would  be  guaranteed  this  minimum  below  which  he 
would  not  be  cut  with  the  same  rules  and  guarantees  as  old  growers. 
Any  type  program  that  is  passed  must  insure  a  unit  that  would  be 
economically  ^asible. 

Amend  the  1938  law  and  amendments  to  reflect  no  quota  penalties. 
Give  no  one  the  power  to  put  penalties  back  into  effect.  If^we  have 
open  production  and  there  is  not  enough  demand  for  rice  then  the 
marketplace  will  force  the  production  down  leaving  all  growers  with 
their  allotments  aa  a  support  for  the  industry.  This  part  would  be  a 
permanent  feature  after  tne  temporary  biD  expired. 

1  would  like  to  back  up  and  say  that  No.  2,  the  35-acre  minimum 
allotment  would  be  a  permanent  feature  after  the  old  bill  expired. 

The  target  price  should  be  figured  each  year  to  provide  for  cost  of 

E reduction  plus  a  reasonable  profit  incentive.  Payments  if  any  should 
e  paid  to  only  those  rice  producers  who  sold  their  crop  for  less  than 
this  cost  of  production  figure  and  the  average  price  they  could  have 
received  during  liarvesttime  in  their  State,  This  protection  would 
only  be  for  the  amount  of  allotted  acres  to  all  farmers  in  the  program, 
with  no  discrimination  to  old  or  new  producers. 

Gentlemen,  we  cannot  have  a  segregated  agriculture  in  America. 
Continue  to  watch  what  happens  during  this  temporary  program 
and  work  on  a  permanent  program  that  would  be  fair  to  all.  We  sub- 
mit that  this  could  be  done  equitably  on  a  cultivated  acres  basis  pro- 
vided that  the  small  grower  was  guaranteed  the  minimum  stated 
above  in  item  2,  would  be  maintained  to  insure  an  economically 
feasible  unit. 
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After  careful  consideration  of  the  bill  broadly  outlined  in  Houston 
as  reported  in  the  Washington  Riceletter,  we  feel  that  the  interest  of 
the  new  growers  were  possibly  not  considered  as  strongly  as  it  should 
have  been.  The  reason  we  feel  this  way  is  that  we  believe  we  represent 
the  majority  viewpoint  of  all  farmers  if  one  would  bother  to  take  a 
poll  of  each  individual  fanner.  In  support  of  this  we  submit  over  200 
signatures  obtained  on  a  bad  weather  night  in  Walnut  Ridge,  Ark., 
and  eight  men  sent  to  Washington  for  the  rice  advisory  meeting  in 
Washington.  We  have  had  a  tremendous  response  of  additional  people 
since  the  meeting  saj-ing,  I  want  to  help  on  what  you  are  doing,  and 
yet  we  were  not  told  or  heard  at  the  Houston  meeting.  We  have  many 
reasons  for  our  position  as  outlined  in  the  folder  we  are  leaving  with 
your  chairman. 

Some  of  the  reasons  arc:  No,  1,  freedom  to  all  farmers,  eliminating 
discrimination;  No.  2,  more  jobs,  reducing  unemployment  and  aiding 
businessmen;  No.  3,  improve  the  Nation's  balance  of  payments; 
No.  4,  aid  in  reducing  consumer  food  prices;  No.  5,  aid  in  feeding  the 
hungry  of  the  worid ;  No.  6,  aid  productivity  and  cleanliness  of  farming 
land;  No.  7,  eliminate  financial  difBculties  to  many  fanners,  where 
they  can  permit  better  planning  and  have  a  better  standard  of  living 
in  this  Nation- 

Our  prayer  is  that  you  and  our  leaders  in  Washington  will  consider 
all  plans  presented  and  give  your  personal  support  to  the  plan  that 
is  best  for  the  old  grower,  for  new  grower,  for  the  U.S.  consumer, 
and  the  world,  not  what  one  group  would  have  you  do. 

Gentlemen,  in  closing,  let  us  ask  ourselves  what  is  important  to 
the  farmers  of  America,  to  the  consumer,  to  the  econorav  and  the 
hungry  people  in  this  Nation  and  in  the  remainder  of  the  world? 
Lot  us  all  put  aside  our  differences  and  work  together  for  the  good 
of  America  as  well  as  our  allies  and  other  people  in  foreign  lands. 

Senator  Leahy.  Mr.  Baker,  you  say  that  the  target  price  should 
be  figured  each  year  to  provide  for  the  cost  of  production  plus  a 
reasonable  profit  incentive.  Do  you  have  any  problem  in  arriving  at 
the  cost  of  production? 

Do  you  approve  of  the  amortization  of  land  that  may  be  steadily 
increasing  in  value? 

Mr.  Baker.  We  really  feel,  and  as  has  been  stated  many  times 
before,  we  all  see  the  condition  cotton  is  in,  and  I  am  a  cotton  farmer 
too,  that  this  should  be  allowed  to  move  up  as  the  cost  of  production 
moves  up. 

Now,  I  think  it  should  only  be  high  enough,  as  Senator  Dole  has 
brought  out,  to  guarantee  us  enough  to  only  maintain  an  efficient 
operation,  not  excessive. 

Does  that  answer  your  question? 

Senator  Le-ahy.  I  think  so. 

Senator? 

Senator  Dole.  No,  I  will  wait  until  you  finish. 

STATEMENT  OF  LAERY  COBBETT,  ALICIA,  AEK. 

Afr,  CoHBETT.  Two  million  acres  allotment  previously  proposed 
is  too  much  to  old  growers  because  to  give  any  to  the  new  growers 
on  top  of  this  would  require  the  Government  and  the  consumers  to 
support  too  much. 
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Leave  the  allotment  at  1.6  million  acres  to  old  growers  and  add 
protection  for  new  growers  and  we  can  have  a  much  lower  total 
figure.  Why  should  old  powers  be  increased  and  new  growers  continue 
to  be  discnminated  agamst. 

Some  peo[>le  worry  about  overproduction.  In  Lawrence  County, 
Ark.,  which  is  my  home,  last  year  there  were  67  new  growers  who 
produced  4,784.6  acres.  Old  growers  raised  5,885.1  acres  above  their 
allotments.  Their  production  above  their  allotments  exceeded  our 
total  production  by  1,100.5  acres.  Who  does  this  suggest  will  try 
to  overproduce? 

Gentlemen,  we  arc  scared.  All  proposals  we  have  heard  have  some 
method  of  eliminating  the  new  grower  completely,  if  certain  conditions 
are  met,  such  as  10  percent,  20  percent,  what  have  you.  That  is 
why  even  in  our  temporary  proposal  you  just  heard,  whicli  is  the 
Arkansas  New  Growers  Proposal,  we  included  two  features  on  a 
permanent  basis:  No  quota  penalties  and  a  35-acre  minimum  to 
protect  new  and  small  farmers. 

Our  proposal  is  open  production  with  no  penalties  that  lets  the 
market  dictate  production.  Old  growers  have  their  1 ,6-million-acre 
{Tuaruntee  if  prices  drop  to  where  it  is  needed.  New  growers  have  35 
acres  protection  if  needed.  Consumers  and  the  world  have  the  knowl- 
edge that  if  demand  is  there  all  producers  can  produce  to  the  fullest 
degree.  This  will  help  our  balance  of  payments  deficit  and  unemploy- 
ment as  the  agridollar  is  put  in  the  economy. 

We  feel  we  have  the  compromise  bill  that  is  needed  and  we  sincerely 
appreciate  this  time  you  have  ^ven  us.  Again,  our  prayers  are  that 
our  leaders  here  in  Washington  will  consider  all  plans  presented  and 
give  your  personal  support  to  the  plan  that  is  best  for  all  concerned 
elomonts,  not  what  one  group  might  have  you  do. 

And,  if  I  could,  I  would  liKe  to  add  one  thing,  too.  At  this  meeting 
of  the  advisory  committee  that  was  held  a  couple  of  weeks  or  so  ago, 
and  in  Houston,  it  is  my  understanding  that  there  was  not  a  single 
new  grower  on  the  committee.  It  was  all  old  growers.  So  when  you  ore 
talking  about  the  industry  in  the  past,  you  are  talking  about  old 
growers. 

Now,  we  are  farmers.  We  have  never  been  to  Washington  before 
except  for  that  advisorj'  committee  and  this  one.  There  were  eight  of 
lis.  Five  of  them  had  never  even  flown  before.  It  was  referred  to 
oarlior  thiit  we^maybe  some  interest  had  paid  money  into  it,  but 
we  are  paying  our  own  money  because  we  think  it  is  important.  We 
ask  you  to  consider  all  of  this.  We  like  our  friends  who  are  the  old 
producers  and  are  trying  to  give  them  the  lion's  share  of  it,  but  give 
us  some  protection  so  that  down  in  the  future  we  will  not  be  com- 
pletely put  out  of  the  industry. 

Senator  Leahy.  Is  there  any  economic  reason  such  as  the  cost  of 
starting  lip  to  favor  a  new  grower  over  an  old  ^ower  or  vice  versa? 

Mr.  Baker.  In  my  own  production,  I  went  into  rice  last  year  and  I 
did  need  the  grain  storage  facilities,  I  needed  the  irrigation  wells,  I 
feel  like  that  water  is  one  of  the  keys  to  better  production  in  this 
'■ountr^',  whether  it  be  rice,  milo,  cotton  or  what  have  you.  I  put 
approximately  $20,000  into  my  investment  in  1974.  We  have  stated 
in  the  folders,  and  it  will  be  filed — this  created  a  lot  of  jobs  for  a  lot  of 
of  pc()ple. 
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This  year  I  will  be  putting  $15,000  into  it.  I  will  be  expanding  my 
production,  so  this  is  approximately  $35,000  that  has  moved  into  the 
economy  from  the  new  grower  going  into  rice  production  busino»i. 

Now,  if  the  rice  supplj-  did  get  to  the  point  that  we  did  exceed 
it  by  20  percent  without  any  protection  for  your  new  growers,  yoii 
are  ^ing  to  have  a  lot  of  farmers,  and  a  lot  of  farmers  have  gone 
into  it,  that  could  be  in  trouble. 

Senator  Leahy.  Who  are  those  farmers  going  to  be,  the  new  growers 
or  the  old  growers,  or  is  it  going  to  pretty  much  cut  right  across  the 
whole  scale? 

Mr.  Baker.  You  mean  the  ones  going  into  it? 

Senator  Leahy.  No,  no,  no,  I  mean  it  you  go  out  of  production  and 
the  farmers  are  in  trouble;  is  it  going  to  hurt  the  new  grower  or  the 
old  grower,  or  is  it  going  to  cut  right  across? 

Mr.  Baker.  Witli  the  Houston  compromise  it  will  hurt  the  new 
grower  a  tot  more  than  it  will  the  old  because  you  will  be  guaranteeing 
one  segment  of  agriculture  that  they  will  be  supported  and  the  new 
growers  will  be  left  out  with  no  guarantees.  So  he  will  either  have  to 
use  his  bins  and  his  irrigation  wells — as  I  said  he  could— for  other 
crops,  but  I  do  not  believe  this  is  really  fair  and  just  that  he  would 
be  left  out  like  that.  The  old  grower  would  maintain  in  busines.*:, 

Mr.  CoRBETT.  If  I  may,  ITiave  a  folder  here  with  a  lot  of  back- 
ground information.  I  would  like  to  ask  if  it  would  be  possible  to  put 
this  in  the  record.' 

Senator  Lbaht.  I  do  not  think  anybody  has  any  objections. 

Senator  Dole.  No;  I  do  not  have  any  objections. 

How  long  have  you  been  raising  rice? 

Mr.  Baker.  Alt  right.  I  am  gomg  to  say  something.  I  have  had  an 
allotment  of  13.1  acres.  It  belongs  to  another  man,  but  I  have  been 
farming  it  for  approximately  7  years.  I  have  thought  all  along;  that 
this  was  too  low,  it  was  not  economically  feasible,  and  that  is  one 
reason  why  we  have  suggested  35  acres.  Now,  I  went  into  expanded 
rice  production  in  1974  and  1875. 

Senator  Dole.  What  do  you  mean?  How  much  did  you  add  then 
to  that  13? 

Mr.  Baker.  Approximately  62  acres. 

Senator  Dole.  That  is  your  total? 

Mr.  Baker.  That  is  my  total  now,  about  75  acres,  but  I  will 
probably  be  raising  around  200  this  year,  or  better. 

Senator  Dole.  And  what  is  your  situation? 

Mr.  CoRBETT.  As  far  as  mine  goes,  we  have  never  raised  rice  before 
imtil  this  last  year,  completel}'  new  last  year.  We  have  one  of  the 
first,  and  I  think  the  first  rice  farm  in  I-awrence  County.  When  my 
dad  was  able  to  purchase  this  farm,  there  was  no  allotments.  We  have 
never  been  able  to  raise  it.  And  it  was  alluded  to  before,  too,  that 
they  have  spent  a  lot  of  money  on  markets  and  so  forth  like  this.  Well, 
this  is  true.  We  aereo  with  that.  That  is  a  very  good  idea.  We  would 
just  love  to  be  able  to  share  in  it,  but  we  have  never  been  able  to  or 
afforded  the  opportunity  to,  so  we  arc  completely  new  growers. 

Senator  Dole.  Maybe  yon  already  have  submitted  some  statistics 
on  what  perc^ent  or  ho«'  many  acres  are  planted  by  new  growers  and 
how  many  by  old?  Maybe  you  had  it  in  your  statement. 
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Mr.  Baker.  Can  I  clarify  that  a  little  bit? 

Wlien  we  were  here  in  the  Rice  Advisory  Meeting,  we  asked  for 
this  information  from  the  U.S.  Department  of  Apiculture.  I  was  in 
ii\y  local  county  ASC  office,  the  Washington  office  has  requested  this 
information.  It  was  to  be  in  by  the  close  of  business  February  18. 
1  am  not  sure  whether  they  have  it  now.  Tiiey  had  it  from  one  State, 
from  the  State  of  Mississippi,  and  that  was  the  number  of  new  pro- 
dxiccrs,  the  amount  that  they  raised,  the  number  of  old  producers 
with  allotments,  and  the  amount  they  raised,  and  the  amount  they 
raised  over  and  above  their  allotments.  And  I  think  probably  you 
couhi  {ret  that  lett«r.  Senator  Dote,  if  vou  need  it. 

Mr.  CoRDBTT.  The  one  thing  we  alluded  to  was  in  our  local  county. 
The  national  figures  is  what  he  was  referring  to, 

Mr.  Baker.  On  the  35-acre  allotment,  I  would  like  to  say  one  thing. 
Some  people  say,  well,  that  would  run  it  too  high. 

Well,  our  Government  has  been  operating  from  1.6  to  2.4  million 
acres  on  rice,  10,000  35-acre  allotments  would  only  be  350,000  acres, 
so  Ke  would  be  operating  at  1.95  or  within  that  categoiy,  and  this 
year  the  allotment  is  1.82,  or  1.89,  I  am  not  definitely  for  sure,  so 
^■ou  could  bring  your  new  producers  into  the  production  of  rice  and 
give  them  a  little  guarantee  to  keep  them  in  business  and  not  exceed 
what  the  government  is  supporting  at  this  time. 

Mr.  CoRBETT.  We  have  heard  some  people  refer  also  to  a  no  pro- 
gram. If  you  wanted  to  go  no  program,  we  would  be  willing  to  go  along 
with  thai,  provided  we  rescind  this  1938  law,  because  it  also  can  put 
the  new  producer  completely  out.  So  if  we  would  rescind  that  and 
get  it  off  the  books,  then  we  would  be  happy  to  go  with  no  program. 
If  not,  we  think  that  we  do  have  a  proposal  here  that  would  give  the 
old  producer  the  majority  of  the  guarantee  and  give  us  just  a  little 
bit  in  case  of  bad  times  and  also  have  open  production,  no  penalties 
so  the  consumers  and  the  world  can  take  benefit  without  a  lot  of 
reel  tape. 

Senator  Dole.  As  long  as  the  market  price  is  the  support  price, 
it  (Iocs  not  make  any  difference  to  you  whether  they  have  got  a  pro- 
iinun  or  not. 

Mr.  Baker.  That  is  right. 

We  were  talking  about  this,  and  I  think  you  could  say  we  would 
be  talking  about  a  program  with  inactive  allotments,  that  there  would 
be  no  problem  to  administer  them,  and  if  we  did  have  a  complete 
market  collapse  or  had  a  depression  in  the  Country,  then  you  would 
keep  your  farmers  on  a  sound  basis  which  if  agriculture  remains  strong 
in  this  country,  I  think  we  can  work  our  problems  out.  If  wo  get  into 
trouble  in  agnculture,  we  have  serious  problems  on  a  lot  of  things. 

Senator  Dole.  Thank  you. 

Senator  Leahy.  I  have  nothing  further. 

Thank  you. 

Mr.  Baker.  Thank  you. 

Mr.  CoRBETT.  Thank  vou. 

Senator  Leahy.  We  will  put  your  other  material  in  the  record. 

[The  following  material  was  referred  to  on  p.  1270*:] 
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^Mien  the  Rice  Bill  died  in  the  Iloufic  just  a  month  ago,  its  pasHinK  drew  very 
little  comment.  Congre^  was  then  niRhingtow&rd  adjournment  and  n&d  to  dis- 
pose of  a  lot  of  important  measure*  first.  The  Rice  Bill,  which  the  Houne  kiUed 
by  a  vote  of  more  than  two-to-one,  and  on  which  the  Senate  hadn't  voted  at  all, 
wa^  not  considered  to  be  among  them. 

It  strikes  us  as  more  than  pasttinE  curiosity  that  it  wasn't.  A  great  deal  of 
orator?  at  the  Rome  International  Food  Conference  earlier  in  the  year  had  re- 
peatedly stressed  the  urgent  need  of  increasing  production  of  such  staples  as  rice. 
Critical  shortages  in  Africa,  Asia  and  elsewhere  were  cited  on  all  sides  as  omens 
of  famines  and  other  disasters  yet  to  come. 

Moreover,  hharp  price  incrca-ses  in  the  United  Statee  were  producing  rising 
demands  for  action.  Consumer  groups  wanted  it  and  so  did  the  Ford  Administra- 
tion. There  were  no  demands  that  producers  be  forced  to  produce  more.  There 
were,  however,  demands  that  the  government  stop  forcing  thent  to  hold  their 
output  down. 

To  some,  including  us,  it  seemed  well-nigh  incredible  that  a  government  .'u 
dedicated  to  the  alleviation  of  worldwide  food  shortages  should  still  be  applying 
a  quota  program  limiting  production  of  an  item  as  vital  an  rice.  But  that,  despite 
earlier  removals  of  acreage  restrictions  on  other  crops,  was  precisely  what  it  wa'^ 
doing  and  what  it  will  still  be  doing  throughout  1975. 

The  main  thrust  of  HR  15263,  the  bill  itilled  by  the  Hoti-'e,  was  nt  the  acreage 
ollotmenti.  It  would  have  ended  them  altogether  and  allowed  anyone  wishing 
to  produce  rice  this  year  to  go  ahead  and  do  so,  for  marlceting  quotas  were  to  be 
terminated  along  with  the  acreage  allotments. 

The  IhcMjry  behind  this  move  was  that  at  more  farmers  began  to  produce  and 
market  rice,  the  price  would  Inevitably  fall  and  with  it  one  more  source  of  st*ani 
tinder  the  general  price  level.  But  the  traditional  jjrodueers  wouldn't  have  been 
left  high  and  dry,  for  rice  would  be  included  in  a  target  price  system  similar  to 
those  sot  up  in  the  Agriculture  Act  of  1973  for  wheat,  feedgrain's  and  cotton.  In 
other  words,  it  was  a  pretty  mild  cure  f<)r  a  pretty  bad  situation. 

Why,  then,  did  it  fail?  One  argument  wa.s  that  the  acreage  restrictions  weren't 
actually  applied  last  year  because  existing  law  inquired  their  removal  when  rice 
was  in  high  demand.  Another  was  the  1974  crop;  it  had  been  comfortably  large 
and  had  triggered  a  slight  drop  at  wholesale  levels  when  it  came  on  the  market. 

But  the  miiin  argument  was  that  the  quota  system  was  working  well  and  must 
be  maintained  to  stabilize  the  market.  The  politically  powerful  large  producer 
in  Texas,  Louisiana  and  California  like  the  marketing  quota  st'steui  because  it 
virtually  guarantees  each  a  share  of  the  market.  Unregulated  competition,  they 
fear,  would  ruin  the  farmers. 

We  suppose  it  has  ever  been  thus.  Competition  and  stability  are  held  incom- 
patible. Where  the  former  is  introduced,  the  latter  dissolves.  Even  a  target  price 
system  that  might  cost  the  government  several  billion  nvcr  a  five-year  period  is 
no  substitute  for  the  kind  of  stability  the  favored  producers  apparently  thinii 
should  be  guaranteed  them  in  perpetuity.  What's  better  (or  worse)7  iStabiUty  ut 
high  prices?  Or  instability  at  lower  prices? 

Different  people  may  come  up  with  different  answers  to  this,  depending  on 
whether  they  are  producers  or  consumers  of  a  particular  item  at  issue. 

But  most  people  understand  perfectly  well  the  sense  in  which  the  word  "stabil- 
ity" in  usually  employed  in  a  particular  form  of  economic  activity,  whether  it  tie 
with  respect  to  ocean  freight  ratC'<,  sugar,  coffee,  textiles  or  almost  anything  else. 
It  means  the  maintenance  of  prices  at  high,  not  low,  levels.  It  signifies  the  per- 
petuation of  the  stiLtus  quo  in  a  given  market. 

And  so  it  is  that  Congress,  seemingly  heedless  of  clear  warnings  that  worldwide 
food  shortages  arc  imminent,  stalled  for  months  and  now  refuses  to  lift  restrictions 
on  the  production  and  marketing  of  one  of  the  most  ijasic  fi>od  staples  on  earth, 
and  one,  incidentallv,  that  this  country  is  singularlv  well  equipped  to  produce. 

Or  was  that  just  the  93rd  Congress?  After  all,  the  94th  isn't  ol>ligod  to  folhiw 
suit.  It  could  make  a  good  name  for  itself  in  world  history  i)y  acting  thU  year  to 
wipe  out  the  rice  jiruduction  limitalions  altogether. 
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Alicia,  Abk.,  November  IS,  1974- 


Director,  Cotton,  Rice  and  Oilbbed  Division, 

Aprieiitlure  Slabitiiaiionj  Conservalion, 
U.S.  Department  of  AgrtcuUure, 
Wtukinglon,  D.C. 

Dbar  Sir:  I  appeal  for  your  support  in  vorking  for  permaoent  legislation  for 
farmers  to  be  free  to  plant  rice  and  other  crops  of  their  choice. 

Rice  is  of  particular  interest  at  the  present  time,  as  a  rice-soybean  rotation 
will: 

(A)  Aid  in  production  of  higher  yields  per  acre  for  both  rice  and  soybeans 

(B)  Aid  in  control  of  weeds 

<C)  Puts  more  organic  matter  and  lime  back  in  land  compared  to  moGt  dry- 
land crops  grown  in  this  area 

(D)  Enables  otherwise  marginal  land  (post-oak  type)  to  be  highly  productive 

(E)  Aid  the  balance  of  payments  trade  with  other  nations 

(F)  Help  feed  the  hungry  nations  of  the  world 

To  me  laws  that  discriminate  against  one  person  in  favor  of  another  arc  un- 
constitutional. Acreage  controls  of  rice  or  any  other  crop  falls  in  that  category 
as  it  eliminates  our  right  of  equal  opportunities.  The  government  should  provide 
guidance  as  to  current  stocks  on  hand,  projected  needs,  and  projected  planting 
Intentions  here  and  abroad  and  then  leave  the  decision  to  plant  or  not  up  to  the 
individual  farmer  who  will  then  suffer  or  reap  the  rewards  of  \m  efforts.  This 
concept  of  equal  opportunities  and  individualism  made  this  country  great  not  a 
government  tnnt  tells  one  every  move  one  can  make. 

To  change  from  the  present  program  of  permitting  individuals  to  plant  rice 
would  undoubtly  cause  financial  losses  to  a  nuge  number  of  farmers  that  would 
be  very  difficult  and  in  some  cases  never  be  overcome.  The  huge  investment  in 
storage  bins,  wcHs,  power  units,  and  other  capitol  investments  have  obligated 
and  put  in  debt  many  new  rice  growers.  It  will  take  several  yeats  before  the 
capitol  expenditures  could  possibly  be  recovered  and  the  heavy  expenditures 
without  the  benefit  of  being  able  to  plant  the  crop  for  which  the  expenditures 
were  made  could  force  many  farmers  into  bankruptcy,  foreclosures,  etc. 

As  a  board  member  of  tne  Lawrence  County  Arkansas  Farm  Bureati  and  a 
farmer  I  know  a  huge  majority  of  farmers  in  this  area  agree  with  the  program  of 
freedom  to  plant  whatever  is  best  for  one's  land  and  what  will  earn  one  ii  living 
(law  of  supply  and  demand  will  work  if  given  a  chance).  The  target  price  concept 
is  alright  but  it  .ibould  be  tied  to  cost  of  production  each  year  and  not  act  as  a 
low  floor  price  on  commodities.  Even  old  rice  farmers  in  this  area  agree  that  target 
price  and  market  concept  was  fine,  however  they  do  want  (and  rightly  so)  rice 
to  be  on  the  board  of  trade  as  other  grains  are  (Ret:  Lawrence  county  rice  commit- 

e  resolution — Farm  Bureau  1974).  I  am  sure  a  majority  of  farm  bureau  members 
■'       '  Tarm  bureau  policy.  The  SFO  I  under- 

s  freedom  to  plant  rice  again  this  year 

_  ^ „ n  to  eliminate  ail  controls  on  planting 

crops.  Complete  freedom   with    guidance   and   iesfs   dictated  controls — please. 
Sincerely  yours, 

L.\RBT  E,  CoRBErr. 

[Kcprinted  from  the  Congressional  Record,  93d  CoDg.,  2d  Sess.] 

Rice,  Tr.^db  Deficits,  Diplomacy,  and  Consdmees 

Mr.  Alexander,  Mr.  Speaker,  Tuesday,  the  Rice  Act  of  1974,  H,R.  I.'t263, 
was  soundly  defeated  by  opponents  of  an  expanded  and  competitive  industry. 

Today,  I  am  introducing  the  Rice  Act  of  1975,  as  a  first  order  of  business  for 
the  new  ytnr.  It  is  my  hope  that  the  small  snowball  which  hardened  during  the 
debate  on  this  important  issue  will  gain  momentum  over  the  holidays  and  that 
it  will  ml!  into  the  94th  Congress  with  additional  size  and  Hui>port.     '■       *■"•  , 

In  introducing  this  bill  I  acknowledge  the  existence  of  formidable  opposition  in 
the  Congress.  In  Washington,  I  must  observe,  it  is  not  infrequent  that  the  voices 
(■f  full  piicketbooks  scream  louder  than  the  groans  of  hungrj-  stomach-s.  But,  the 
facts  remain. 
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First.  America  is  a.  bountiful  land  which  pos»>et4scs  nn  increased  capacity  to 
produce  food. 

Second.  World  demand  for  rlee  as  a  stable  food  is  enormoua.  Evidence  is 
abundant  that  population  is  increasing  at  a  much  fnster  rate  than  food  production. 
Next  year  I  would  hope  to  elicit  the  Rupport  of  the  international  community  and 
would  welcome  their  active  participation  in  this  legislation  which  would  change  a 
national  food  policy  in  order  to  achieve  international  goak.  People  simply  cannot 
cat  conferences,  and    active  support  in  specific  food  legislation  is  casential  to 

Third,  Just  this  week  the  United  States  trade  deficit  fell  another  $1.1  billion 
into  the  red  in  the  first  3  months  ending  in  September.  The  Department  of  Com- 
merce reported  the  balance  was  in  deficit  by  $3.5S  billion  in  the  third  quarter 
compared  with  S2.48  billion  in  the  second  quarter  and  a  surplus  of  Sl.S  billion 
in  the  first  quarter. 

For  the  first  three  quarters  of  this  year  the  trade  deficit  is  already  S4.26  billion. 

In  announcing  the  second  largest  trade  deficit  in  U.S.  bUtorj'  Secretary  of  Com- 
merce, F.  B.  Dent,  said  that  this  severe  deficit  "underscores  the  need  for  vigorous 
promotion  of  U.S.  foreign  trade." 

This  urgent  need  compels  me  to  point  out  to  my  colleagues  that  American  dollar 
export  potential  for  rice  alone  is  about  $1  biUion  annually  which  could  reduce  our 
current  trade  deficit  by  almost  25  percent. 

Therefore,  I  shall  again  enlist  the  active  support  of  the  business  community 
which,  like  the  international  community,  must  involve  itself  in  the  Rice  Act  <n 
1975  to  change  a  national  food  policy  in  order  to  respond  to  a  national  fiscal 
emergency. 

Lastly,  as  we  have  previously  pointed  out,  the  current  rice  program  is  inherently 
unfair  to  American  consumers  because  a  minimum  domestic  price  is  now  estab- 
lished without  regard  to  market  or  competitive  considerations.  The  current 
noncompetitive  rice  industry  insures  higher  consumer  prices. 

Though  some  consumer  groups  actively  assisted  us  in  our  efforts  this  year  we 
must  sound  the  alarm  for  more  support  from  other  consumer  interests  next  year 
in  order  to  attack  the  inflationary  rice  industry  that  exists  under  the  current 
program. 

Protectionism  is  the  product  of  complacency  but  the  motivation  for  survival 
of  the  current  obsolete  rice  program  has  been  stronger  than  the  determination  of 
business  interests,  the  international  community  and  consumer  groups  to  change 
a  taw  for  a  bygone  era. 

Senator  Le-^hy.  Mr.  Rosenthal.  This  is  Geoi^  Rosenthal,  Inde- 
pendent Bakers  Association  of  New  York,  N.Y. 
We  are  glad  to  have  _you  here. 

STATEUENT  OF  aEOEOE  KOSENTHAL,  UTOEFENDEKT  BAKESS 
ASSOCIATION,  HEW  TORK,  H.T. 

Mr,  RoREXTHAL.  Thank  you,  Mr,  Chairman. 

My  name  is  George  Rosenthal.  My  appearance  is  on  behalf  of  the 
Independent  Bakers  Association  which  represents  the  bulk  of  the 
individually  owned  and  individually  operated  wholesale  bakers  in 
this  country. 

Because  its  members  do  business,  in  the  main,  in  single  bakery 
units  and  market  their  products  in  single  sales  areas,  the  proprietors 
of  IBA  member-bakers  probably  enjoy  a  closer  liaison  with  their 
grocer  vendees  and  the  consumers  of  their  baked  foods  than  do  the 
entrepreneurs  of  the  multiplant,  inultimarket  national  chain  bakers. 
In  this  context,  I  speak  not  onlyfor  an  important  segment  of  the 
baking  indiist  ry  but  I  cypress  the  views  of  the  consumer. 

We  recognize  that  there  is  much  in  common  between  the  grain 
farmer  and  the  baker.  The  fanner  is  beset  bv  the  threat  of  drought, 
flood,  caprice  of  climate,  and  of  season,  plant  disease  and  other  natural 
disaster,  as  well  as  by  economic  changes  all  beyond  his  power  to  control. 
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We  recognize  that  tliis  exposure  of  the  fanner  renders  him  dependent 
upon  governmental  aid,  both  Federal  and  State.  We  do  not  consider 
the  aid  wliicli  he  has  rcecived  to  be  unfair  or  blindly  discriminatory, 
either  to  business  in  general,  including  the  baking  business,  or  to  the 
fonsnnier.  We  refer,  for  example,  to  legislation  which  singles  out  the 
fanner  for  preferential  treatment  in  such  important  fields  as  limited 
lax  exemptions  and  the  freedom  to  market  his  produce  at  prices  col- 
Icclively  determined  through  cooperatives.  We  are  satisfied  that  the 
reasons  for  so  classif3'ing  agriculture  are  founded  on  a  real  distinction 
belwocn  that  pursuit  and  ordinarj-  industry. 

'J'here  is  an  interdependence  between  the  farmer  and  the  baker,  A 
substantial  portion  of  the  farmer's  crop  is  ulitmately  processed  into 
liuman  food  for  an  expanding  population.  That  which  affects  the 
farmer  has  an  impact  upon  the  price  at  which  baked  foods  are  offered 
on  the  {H'ocer's  shelves. 

It  should  amply  be  clear  that  our  appearance  is  not  to  contest  any 
legitimate  interest  which  the  farmer  has  in  seeking  modification  of  the 
Agriculture  Act  which  was  enacted  last  year. 

IBA  does  not  oppose  such  change  as  will  enable  the  fanner  to  con- 
tinue farming  and  we  realize  that,  m  order  thnt  Vie  Tnav  do  nn  he  must 
be  rewarded  for  his  efforts. 

We  independent  bakers  are  quite  aware  that  the  absence  of 
rewarded  effort  leads  to  an  untenable  situation,  one  which  has 
rendered  it  unprofitable  for  many  of  us  to  continue  in  business  and 
which  has  resulted  in  the  demise  of  some  of  us.  We  do  not  want 
that  to  happen  to  the  farmers. 

The  current  target  price  for  wheat  was  set  last  year  at  $2.05  per 
bushel.  If  it  was  proper  as  accurately  reflecting  the  conditions  which 
applied  then,  it  cannot  be  proper  now,  since  it  fails  to  reflect  markedly 
altered  current  conditions.  It  should  be  increased  to  a  sum  more 
realistic  in  the  light  of  heightened  production  costs  which  beset  all 
of  us,  the  fanner  included. 

IBA  claims  no  special  expertise  either  in  appraising  the  fairness 
of  the  target  of  $2.05  per  busnel  in  1973  or  in  calculating  an  equitable 
target  price  to  be  estaohshed  now.  It  would  appear  that  price  indices 
and  other  source  materials  to  which  reference  can  be  had  point  to 
the  appropriateness  of  an  increase  per  bushel  sufficient  in  amount 
to  stimulate,  as  well  as  encourage,  maximum  production  of  wheat, 
and  assure  the  farmer  a  reasonable  profit. 

The  farmer  is  entitled  to  no  more.  The  consumer  is  entitled  to  no 
less. 

We  are  not  equipped  to  liazard  even  a  guesstimate  as  to  the 
amount  of  the  increase.  The  final  figure  should  be  ascertained  by  skilled 
experts,  armed  with  the  most  advanced  and  accurate  data  at  hand 
and  utilizing  the  same,  objectively  and  without  prejudice  with 
res^jpct  to  any  facet  of  the  American  economy. 

It  would  be  idle  to  dwell  on  the  unhappy  state  of  America's 
economy.  But  we  do  need  to  be  reminded  that  unless  America  is 
kept  strong,  it  will  be  unable  to  help  others.  We  do  not  oppose  grain 
exports  to  feed  the  need;-.  But  we  must  maintain  the  health  and 
well-being  of  our  own  people. 

To  this  end,  we  urge  that  there  be  an  annual  carryover  as  of  each 
July  1,  of  350  million  to  400  million  bushels  of  wheat  of  all  grades 
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necessary  to  satisfy  the  requiremeats  of  the  American  consumer. 
And  this  is  not  limited  to  those  strains  of  flour  needed  for  producing 
quality  bread,  it  includes  other  foods,  such  as  pastas  and  cake,  as 
weU. 

The  modest  carryover  which  was  projected  by  the  USDA  in  the 
spring  of  1974  of  250  million  bushels  of  wheat  was  not  realized.  The 
shortage  of  good  milling  wheat  in  their  areas  caused  two  Ifu-ge  mills 
to  close  down.  Wheat  is  by  no  means  of  uniform  character,  the 
various  end  uses  of  wheat  caJl  for  various  strains  of  wheat. 

No  one  strain  can  satisfactorily  fill  all  needs.  Quantity  alone  does 
not  furnish  the  answer.  Even  assuming  an  adequate  supply  of  wheat 
quantitatively,  there  can  still  be  a  dearth  of  wheat  for  some  pur- 
poses, a  lack  of  flour  adaptable  for  some  product-s,  and  a  shortage  of 
the  baked  food  with  which  IBA  is  chiefly  concerned,  bread  accept- 
able to  the  consumer. 

Bread  is  a  perishable  product.  Bread  which  is  rejected  by  the 
consumer  constitutes  not  only  a  wastage  of  the  finished  product,  not 
only  a  wastage  of  the  flour  which  forms  its  chief  ingredient,  and  of 
the  wheat  from  which  it  is  milled,  but  also  of  manufacture,  labor, 
energy,  and  delivery  costs.  This  is  hardly  sound  economics.  This 
could  not  be  justifled  even  under  the  costliest  of  economic  conditions, 
much  less  tolerated  in  the  doldrums  in  which  we  are  now  flouDdcring. 

We  are  aware  and  arc  pleased  to  note,  that  the  matter  of  grain 
export  control  is  receiving  attention.  Out  hope  is  that  those  under 
whose  supervision  such  undertaking  is  administered  will  act  with 
due  understanding  that  they  represent  the  United  Stales,  not  any 
one  region  or  isolated  interest. 

The  admonition  is  offered  not  frivolously  but  in  the  spirit  of  com- 
plete good  faith.  , 

Pumic  Law  480  is  noble  in  purpose,  foreign  food  nid  is  a  serious 

Eroject,  as  costly  to  the  consiuner  in  America  as  it  Is  essential  to  the 
eneficiary  abroad.  Underdeveloped  (lountries,  including  Bangladesh, 
&>'ria,  and  Egypt,  have  received  this  year  about  $1,400  million  under 
the  propi-am.  From  1950  to  1970,  India  alone  was  the  recipient  of 
$10  billion  in  foreign  aid,  print-ipally  in  the  form  of  food.  In  1974, 
repayment  of  $2J^  billion  of  that  $10  billion  was  forriven.  An  ex- 
tensive but  expensive  foreign  market  is  thus  created.  PajTiient  is  in 
foreigiv  currency,  over  long  terms  and  at  low-interest  rates.  To  the 
general  public,  the  program  amounts  to  an  indirect  subsidy  at  the 
expense  of  the  Amoncan  consumer  and  taxpayer. 

We  do  not  oppose  Public  Law  4S0  nor  do  we  seek  that  it  be  de- 
humanized. However,  it  is  too  obvious  to  require  comment  that  many 
who  yesterday  were  deemed  underdeveloped  countries  have  today 
become  the  world's  prodigals.  Nevertheless,  wc  do  not  take  the 
stance  that  the  United  States  should  utilize  its  food  suDply  as  an 
implement  of  foreign  policy  in  the  manner  in  which  oil  is  being 
utilized.  But  we  would  advocate  greater  selectivity  in  tlie  application 
of  Public  Law  480.  Greater  care  should  be  demonstrated  in  arri\-ing 
at  a  fair,  but  not  excessive,  target  pri<;e  for  wheat,  including  that 
which  is  exported  under  the  provisions  of  that  law.  Tho:!0  properly 
defined  as  needy  thereby  will  better  be  served,  as  will  the  Amoricaii 
consumer  and  ttLxpayer. 
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Americans  aro  no  less  entitled  to  consideration  than  are  foreigners. 
Tlip  ill-nourished  of  the  world  know  no  national  borders.  If  the  £neri- 
cttii  Food  Stamp  Program  inadequately  sustains  its  recipients,  let 
their  burden  not  be  intensified  either  by  a  domestic  wheat  tai^et  price 
which  cheapens  tlie  \'alue  of  their  food  stamps,  or  by  a  lack  of  adequate 
control  of  wheat  exports. 

It  has  been  said  that  he  who  fails  to  learn  from  history  is  doomed 
to  repeat  it.  When  cattle  were  kept  off  the  market  in  an  artificial 
effort  to  control  supply  and  thereby  yield  higher  beef  prices,  a  con- 
sumers strike  or  boycott  was  triggered  which  produced  a  result 
contrary  to  that  sought  hy  the  cattlemen.  Beef  prices  declined  at  a 
time  when  the  cost  of  feed  increased.  A  tai^et  price  for  wheat  set  at  a 
figure  which  is  pleasing  to  the  farmer,  but  oblivious  of  consumer 
response,  may  similarly  affect  the  cost  of  baked  and  other  foods  of 
which  flour  is  an  ingredient.  Since  baked  foods  cannot  be  stocked  in 
inventory,  wheat  supplies  may  back  up;  but  the  demand  upon  the 
Government  bj'  reason  of  high  target  prices  will  not  abate. 

In  a  similar  vein,  the  building  of  strategic  world  reserves  without 
specific  reference  to,  and  provision  for,  domestic  requirements  can 
onh'  remove  quantities  of  American  tonnage  from  the  marketplace, 
iin<i  ro<Iuce  the  available  supply  at  a  time  when  demand  is  on  the 
usiendency,  with  the  inevitable  result  of  increasingly  higher  market 
prices, 

]BA  does  not  underestimate  the  task  which  this  committee" faces. 
It  is  as  comple.\  as  it  is  vital.  The  legislation  to  be  adopted,  while 
having  its  initial  impact  upon  the  farmer,  of  course,  will  be  passed 
along  to  the  miller,  the  baker,  the  grocer,  and  ultimately  to  the  con- 
sumer and  taxpayer— its  ripple  effect  will  be  felt  throughout  our 


This  organization  welcomes  the  opportunity  afforded  it  to  express 
its  ^-iews  regarding  the  basic  subject  of  agriculture,  and  the  nature 
and  degree  of  support  to  be  accorded  to  it.  We  would  also  welcome 
the  opportunity  to  work  actively  with  the  committee  and  with  such 
personnel  as  it  may  designate,  in  an  effort  to  reach  a  conclusion  which 
will  be  representative  of  the  views  of  all  of  the  people,  and  equitable 
to  the  rights  and  interests  of  all  of  the  people. 

The  honoring  of  my  request  to  appear  and  be  heard  is  significant, 
not  because  of  the  content  of  my  statement  but,  rather,  in  demon- 
strating that  the  constitutional  right  of  the  people  to  come  to  Wash- 
ington and  petition  their  Government  endures  and  is  meaningful. 

Thank  you,  Mr.  Chairman. 

Senator  Leahy,  Mr.  Rosenthal,  you  speak  of  stragetic  world 
reserves.  You  say,  in  a  similar  vein,  "the  building  of  strategic  world 
reserves  without  specific  reference  to  and  provision  for  domestic 
requirements  can  only  remove  quantities  of  American  tonnage  from 
market  place"  and  so  on. 

Does  your  association  have  a  figure  or  a  policy  on  what  kind  of 
provision  should  be  made  for  the  domestic  market? 

Mr.  RosEN'THAL.  Well,  we  talk  about  a  carryover  of  350  million 
to  400  million  bushels  of  wheat  as  of  July  1,  which  is  usually  the 
beginning  of  the  new  crop  year. 

Senator  Leahy.  And  what  kind  of  a  strategic  world  reserve  would 
you  build,  or  are  you  primarily  concerned  with  the  amount  that  would 
"be   there  for  domestic  requirements? 
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Mr.  Rosenthal.  We  are  primarily  concerned  with  the  domestic 
carryover  needs  of  industry  to  feed  the  American  consumer. 

Senator  Leahy.  So  your  association  does  not  have  a  position  on 
a  strategic  world  reserve. 

Mr.  Rosenthal.  Wc  are  not  opposed  to  a  strategic  world  reserve. 

Senator  Leahy.  No;  I  understand  that,  but  you  do  not  have  a 
position  on  the  amount  that  it  should  be. 

Mr.  RosEHTHAL.  No;  not  actually. 

Senator  Lbaht.  But  you  do  on  the  amount  that  should  be  for 
domestic  requirements. 

Mr.  RosEHTHAL.  We  know  what  is  needed  to  keep  the  pipehnc 
filled  for  domestic  needs,  that  is  350  million  to  400  million  bushels  as 
of  July  1. 

Senator  Leahy.  Senator  Dole,  did  you  have  a  question? 

Senator  Dole.  You  know,  the  bakers  have  their  problems  just 
like  the  farmers,  and  you  touched  on  that.  We  get  into  all  of  this 
every  year  over  the  reserves,  and  whether  or  not  this  is  a  ploy  by  the 
bakers  to  get  someone  to  hold  tlieir  stocks  for  them  at  Government 
expense.  I  do  not  really  believe  that  to  be  the  case,  but  I  think  it 
might  be  helpful  for  the  record  to  show  how  many  independent  bakers 
have  gone  out  of  business  in  the  last  6,  8,  10  years. 

Mr.  Rosenthal,  In  the  last  2  years,  the  international  labor  union 
here  in  Washington  has  informed  us  that  they  have  lost  over  10,000 
jobs  in  the  baking  industry. 

Senator  Leahy.  10,000? 

Mr.  Rosenthal.  Yes,  sir,  all  over  the  United  States.  And  this  Ls 
bakers.  These  are  jobs  and  these  are  bakeries.  That  is  just  the 
bakers  themselves.  This  does  not  include  teamsters  and  does  not 
include  nonunion  jobs. 

Senator  Dole.  Does  your  association  constitute  only  members  in 
the  baking  industry? 

Mr.  Rosenthal.  Yes,  sir,  we  only  have  members  of  the  baking 
industry  in  our  association. 

Senator  Dole.  Does  nearly  every  independent  baker  beloi^,  or 
do  you  have  any  idea? 

Mr,  Rosenthal.  No,  we  are  primarily  bakers  in  the  smaller 
range  bakers,  doing  witliin  $5  million  and  $10  million  a  year  business, 
individually  owned  plants.  None  of  them  are  public  corporations  as 
far  as  I  know,  employing  anywhere  from  100  to  300  employees  per 
plant,  and  they  are  all  over  the  United  States,  in  every  State. 

Senator  Dole.  But  there  are  fewer  now  than  there  were  a  few  years 
^o  is  the  point  I  am  trying  to  make. 

Mr.  Rosenthal.  Yes,  sir,  we  have  lost  quite  a  few  members  and 
we  would  like  to  see  the  bakers  stay  in  business. 

Senator  Dole.  Yes,  because  if  the  farmer  does  not  stay  in  bu^ess, 
it  would  be  pretty  liard  for  you  to  stay  in  business. 

Mr.  Rosenthal.  It  is  not  good  for  the  baker  and  it  is  not  good  for 
the  American  <Mnsuracr. 

And  I  think,  Senator  Dole,  you  know  that  in  the  1973  act  when  it 
was  going  through,  we  suijported  the  target  price  concept  at  that  time. 
We  worked  for  it,  we  still  believe  in  it  as  an  insurance  policy  to  keep 
the  farmer  in  business,  like  the  disaster  thing.  Farmers  should  have 
that  backup.  That  is  what  we  believe. 
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Senator  Dole.  A  particular  sore  point  with  the  bakers  was  the 
Ro-called  bread  tax,  which  is  no  longer  with  us. 

Mr.  Rosenthal.  Thank  God  we  got  rid  of  that  one.  But  we  came 
down  to  work  for  that  and  we  ended  up  working  for  the  farmers 
after  that  was  over,  and  we  still  believe  in  that  and  we  still  support 
that  position.  And  we  believe  that  the  target  price  should  be  increased 
at  this  time.  We  cannot  say  exactly  how  much.  We  do  not  believe  it 
should  become  excessively  high  because  that  might  become  terribly 
costly  to  the  Government  and  then  there  would  be  a  reaction. 

I  say  in  mv  statement,  some  of  the  beef  people  made  a  mistake 
when  they  held  their  beef  off  the  market  trying  to  get  the  price  up, 
and  then  they  ended  up  with  a  boycott,  and  then  they  got  caught 
with  high  grain  prices  and  now  they  are  all  suffering  for  it.  One  thing 
leads  to  another,  and  one  action  bnngs  a  reaction. 

Senator  Dole.  That  is  a  problem.  If  you  get  too  high  you  can  al- 
ways be  certain  of  getting  your  cost  back.  I  do  not  know  why  you  would 
ever  be  in  any  hurrj'  to  sell  it  it  you  have  a  little  money  lying  around. 

Mr.  Rosenthal.  Well,  the  target  price,  as  you  know,  the  way  it 
would  work  is  that  whatever  the  farmer  got  for  his  wheat,  if  he  did 
not  get  as  much  as  the  target  price,  the  Government  would  make 
up  the  difference.  The  Government  would  not  necessarily  end  up 
owning  the  wheat.  You  know,  last  year  we  were  down  here  com- 
plaining about  a  wheat  shortage  and  the  dollar  a  loaf  of  bread  thing 
was  going  around. 

Senator  Dole.  Yes,  I  remember  that  going  aroimd. 

Mr.  Rosenthal.  We  do  not  talk  about  that  this  year  because  we 
do  not  think  that  is  going  to  happen,  and  we  do  not  think  there  is 
going  to  be  a  wheat  shortage. 

Senator  Dole,  It  did  not  happen  last  year. 

Mr.  Rosenthal.  There  was  a  wheat  shortage  last  year. 

Senator  Dole.  But  it  never  got  to  a  dollar. 

Mr.  Rosenthal.  No;  it  did  not. 

Senator  Dole.  I  think  there  was  a  guy  that  brought  a  loaf  of  French 
bread  for  $1.12. 

Mr.  Rosenthal.  He  must  have  gone  to  Paris  for  it. 

Senator  Leahy.  Do  you  have  anything  else? 

Senator  Dole.  No,  sir. 

Senator  Leahy,  Thank  you  very  much. 

Mr.  Rosenthal.  Thank  you,  gentlemen. 

Senator  Leahy.  Mr.  H^bach,  vice  president  and  general  counsel 
of  Riviana  Foods  from  Houston,  Tex.,  is  our  next  witness. 

STATEMEMT  OF  JOSEPH  HALBACH,  VICE  PEESIDEHT  AHD 
SECEETABY,  EITIANA  FOODS,  HOUSTON,  TEZ. 

Mr.  Halbach.  Thank  you,  sir. 

We  do  not  have  a  formal  statement  to  submit  for  the  record  for  a 
reason  I  will  discuss  in  a  moment. 

Just  a  word  about  our  company,  if  I  may.  I  think  we  have  a  some- 
what unique  position  in  the  industrj'.  My  purpose  today  is  to  try  and 
express  from  that  viewpoint  how  we  see  the  implications  of  the  1938 
Agricultural  Adjustment  Act,  the  act  presently  covering  rice  produc- 
tion in  this  country,  how  we  see  the  current  rice  situation  m  the  United 
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States  and  in  the  world,  and  how  we  see  the  future  of  rice  in  the 
United  States  and  the  world,  something  very  dear  to  us. 

Riviana  is,  by  some  Wall  Street  standards,  I  suppose,  not  a  very 
big  company,  we  are  in  a  broad  line  of  food  businesses.  Biviana's 
name  Is  a  contraction  of  two  verj-  old  line  rice  companies,  Louisiana 
State  Rice  Millii^  Co.,  and  River  Brand  Rice  ililling  Co.,  and 
our  bu^iiness  is  still  heavily  predicated  on  our  foundations  in  the  rice 
business.  Most  of  our  top  officers,  in  fact,  three  of  our  top  officers  are 
out  of  the  rice  business.  Several  of  our  board  members  still  are  rice 
growers,  and  so  we  are  very  closely  connected  with  the  rice  industry. 

Riviana  is  one  of  the  largest  rice  millers  in  the  United  States. 
We  do  not  grow  rice.  We  have  no  direct  connection  to  the  farm  itself. 

Some  of  the  gentlemen  who  are  here  today,  Riceland  Foods,  Mr. 
Jones  and  Mr.  Carter  arc  probably  the  largest  millers  marketers,  and 
I  think  a  California  co-op,  is  probably  second,  and  I  would  have  to 
guess  we  are  third.  We  are  probably  the  leading  marketers  of  packaged 
rice  in  the  United  States.  Basicalh-,  marketii^  of  packaged  rice  is 
our  business. 

We  do  try  to  make  a  profit  on  milling,  but  that  is  secondary  to 
being  marketers  of  packaged  rice.  Along  with  that,  and  being  not 
such  a  big  factor  in  the  total  food  industry,  we  do  happen  to  be  the 
largest  exporters  of  packaged  rice  in  the  world.  That  is  a  fantastically 
groiving  business  with  tremendous  pot^-ntial  which  I  would  like  to 
talk  about  in  just  a  minute. 

Before  I  make  those  comments,  I  would  like  to  say  this.  Last  year 
as  members  of  the  Rice  Users  Ad  Hoc  Committee,  we  supported 
what  is  now  H.R.  201,  a  new  bill  in  the  House  this  vear,  stightlv 
changed  from  last  vear,  and  Senator  McClellan's  biU,  Senate  bill 
4121. 

However,  as  a  company,  as  an  oi^anization  ourselves,  as  separate 
from  the  group  that  supported  those  bills,  we  would  have  lots  of 
flexibility  in  supporting  what  we  think  would  be  to  our  own  advantofe. 
And  what  we  really  want  is  to  be  able  to  have  more  rice  available 
so  we  can  sell  more  rice.  We  do  not  have  all  of  the  same  problems  in 
our  business,  frankly,  that  other  people  would  in  selling  or  marketii^ 
rice. 

So  we  have  flexibility  regarding  the  legislation  we  think  is  good 
for  us  as  well  as  being  good  public  policy.  However,  we  do  think  that 
the  legislation  that  is  considered  must  be  advantageous,  short  and 
long  run,  to  the  industry.  By  the  "industrj-,"  I  do  not  mean  just 
growers,  ns  I  also  do  not  mean  just  millers  or  marketers.  I  included 
those  as  well  as  consumers  here  and  abroad,  and  lots  of  others. 

The  reason  we  are  not  submitting  a  statement  is  because  I  would 
like  to  request  permission,  before  the  record  closes,  to  submit  a 
statement  later.  I  understand  the  Department  of  Agriculture  should 
have  a  bill  to  submit  by  the  end  of  next  week.  As  many  of  the  growers 
here,  we  have  been  working  with  the  Department.  Next  week  is  the 
target,  although  DDA  mi^jht  submit  it  later,  thev  hope  to  have  it, 
and  we  would  like  to  submit  our  comments  with  the  idea  it  m^ht  be 
more  helpful,  sir,  at  that  time. 

Senator  Leahy.  It  is  the  Chair's  intent  to  keep  the  record  open 
for  a  week  for  flling  statements.  Would  that  give  you  enou^  time? 

Mr.  Halbach.  I  do  not  know,  but  maybe  we  will  have  enough 
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sense  about  what  the  Department  and  others  will  do,  that  we  can 
comment.  If  not,  we  will  get  some  comment  into  the  record  at  that 
time  with  more  specific  details  on  our  general  feelings. 

As  a  perspective  to  my  comments  about  where  we  arc  going  in  the 
future  as  we  see  rice,  I  would  mention  that  the  1938  act  was  designed 
to  cope  with  the  problems  of  serious  s-urplus.  It  dealt  with  those 
problems  by  restricting  production,  and  we  have  continued  to  limit 
the  number  of  people,  in  a  sense,  and  the  number  of  acres  that  can 
grow  rice.  Secondly,  by  basing  support  for  those  growers  on  a  parity 
concept,  of  course.  And  then,  by  frei^uently  using  concessional  pro- 
grams, primarily  Public  Law  4S0,  to  dispose  of  production  wluch  was 
above  tnat  which  was  utilized  in  this  country  and  above  our  hard 
currency  or  commercial  exports,  almost  always  supported  by  subsidy. 

But  now  the  situation  has  changed.  In  the  lust  2  years  we  have  had 
a  tremendous  overturn  in  the  world  markets.  An  unbelievable  thing. 
We  are  trjing  to  grow  our  company,  we  got  into  other  businesses 
because  we  saw  the  rice  business  in  this  country  contracting  or  growii^ 
minimally  by  our  standards.  We  saw  some  aspects  in  trouble.  All  of 
a  sudden  we  are  in  a  glamour  business.  I  mean,  Wall  Street  treats  it 
that  way  in  analyzing  world  markets.  The  United  Slates  grew  1.4 
percent  last  year  of  the  world's  rice,  and  yet  we  exported  approxi- 
mately 30  percent. 

Therefore,  the  U.S.  has  tremendous  potentiiil  markets  in  which  to 
sell  much  more  rice  than  ever  before,  ancl  without  government  subsidy. 
The  exporters  that  we  compete  against  are  countries  with  tremen- 
dously increasing  populations  and  the  largo  importing  countries  have 
large  populations  which  are  increasing,  and  it,  export  capabihtv, 
fluctuates  back  and  forth  with  the  supply  of  rice.  Available  world 
supplies  do  not  generally  compare  favorabfj-  -vdlh  our  quality  of  rice. 
So  what  we  are  talking  about  is  a  land  of  competition  that  does  not 
always  predicate  itself  strictly  on  pzice.  However,  it  is  a  very  important 
point,  in  terms  of  new  legislation,  that  at  whatever  price  we  support 
rice  growing  in  this  country  by  our  programs,  that  support  must 
maintain  some  reasonable  ctegreo  of  competition  with  foreign  rice. 

SufEce  it  to  say,  that  companies  like  ours  are  not  getting  any  pro- 
tection from  the  Government.  In  order  to  meet  the  demands  of  these 
new  markets,  we  arc  going  to  have  to  make  tremendous  investments 
ourselves  in  all  sorts  of  facilities,  in  all  sorts  of  equipment  and  in 
marketing  expenses,  front  end. 

Senator  Dole.  Are  these  dollar  markets? 

Mr.  Halbach.  Absolutely,  sir. 

I  guess  Eiviana  has  no  Public  Law  480  business  so  far  as  I  know. 
We  do  not  trv  to  get  it.  We  are  not  big  traders.  That  is  not  our  busi- 
ness. I  am  talking  strictly  dollnr  or  hard  currency  markets,  tremendous 
in  the  petro-doUar  markets.  They  do  use  a  lot  of  rice  there.  It  is  not 
just  something  new.  They  have  just  got  a  lot  more  money  now.  We 
used  to  "give"  rice  to  some  of  those  countries.  They  use  it  to  feed  their 
people  better,  but  there  are  also  other  hard  currency  markets.  We  see 
tremendous  demand.  It  is  just  a  matter  of  being  able  to  have  the  rice 
and  got  in  and  crack  those  markets. 

We  are  going  to  do  it  as  an  organization,  whether  we  build  the  rice 
mills  and  facihties  here,  or  expand  our  mills  in  Africa,  build  them  on 
the  continent  or  other  places  in  the  world.  We  or  someone  will  do  it 
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here  or  over  there.  Even  though  it  is  more  expensive  to  buy  and 
process  rice  in  the  United  States,  we  have  other  saving  features  that 
can  help  make  us  much  more  competitive. 

So  what  we  need  and  what  our  company  is  after,  which  brings  me 
to  my  main  point:  We  need  open  production.  We  need  rice.  That 
must  sound  strange  to  hear  me  say  when  you  have  heard  most  others 
here  today  talk  about  their  concern  for  a  glut  of  rice,  my  word,  but 
overproduction  and  large  carryovers.  I  would  like  to  tell  the  com- 
mittee, Mr.  Chairman,  that  it  is  the  opinion  of  our  company  that  we 
will  not  have  an  adequate  carryover  this  year,  and  that  assumes 
Pubhc  Law  480  at  its  present  rate. 

If  we  had  to  make  a  guess  at  what  Puhlic  Law  480  would  be  this 
year,  it  would  bo  about  750,000  tons,  probably  not  the  million  tons. 
We  would  not  have  the  rice  at  the  price  we  need,  and  rice  is  quite 
high  priced,  only  1  year  higher  in  history. 

Senator  Dole.  You  mean  you  want  a  big  carryover  to  depress 
farm  prices?  Is  that  what  you  are  saying? 

Mr.  Halbach.  Absolutely  not.  It  would  not  be  healthy  for  us.  We 
want  nn  odet^uate  carryover,  to  have  rice  to  keep  in  our  mills  and 
"pipelines",  ^ou  see,  since  we  mill  and  package  and  ship 

Senator  Dole.  Everytime  someone  tells  me  they  want  an  adequate 
carryover  to  stabilize  prices,  that  means  the  farmer  is  going  to  get 
lower  prices. 

Mr.  Halbach.  Absolutely.  And,  I  did  not  say  that.  I  a^ee.  "Ade- 

3uate  carr>over  to  stabilize  prices"  is  a  euphemism  for  that.  And  I 
id  not  say  it.  We  have  to  have  adequate  rice  supplies  on  hand  to  be 
able  to  package,  to  sliip  it- 
Senator  Dole.  But  there  is  II  million  hundredweight  carryover 
now,  projected. 

Mr.  Halhach.  That  is  what  I  am  waying,  sir,  there  will  not  be  that 
carryover.  We  do  not  think  there  ^vill  be  that  carryover. 

Senator  Leaht.  You  do  not  think  it  would  be  ther^? 

Mr.  Halbacii.  No,  sir. 

Senator  Leahy.  Do  you  think  there  will  be  any  carryover  then? 

Mr.  Halbach.  There,  always  baa  to  be  some  carryover  because  H  is 
in  the  pipeline,  5  to  7  million  hundredweight. 

Senator  Dole.  That  is  plenty,  is  it  not? 

Mr.  Halbach.  No,  that  is  not  enough. 

Senator  Dole.  It  docs  not  keep  the  price  down  enough? 

Mr.  Halhach.  Unrelated  to  price,  unrelated  to  price.  If  you  had  a 
huge  carryover,  I  would  tliink  that  would  be  quite  a  depressant  on 
the  market  on  prices,  which  is  not  what  we  are  asking  for.  A  short^e 
of  rice — that  is,  inadqeuate  carryover  can  result  in  too  high  prices, 
however. 

Senator  Leaht.  Is  11  million  a  huge  carryover? 

Mr,  Halbach.  No,  but  we  would  oe  satisfied  with  11  million.  We 
would  be  satisfied  with  what  the  =To\vers  and  the  Members  of  Congress 
representing  them  are  saying  and  the  Department  talks  about  it  too, 
10  million.  We  would  be  satisfied.  We  know  ourselves  that  we  will  be 
carrj-ing  much  more  than  wo  did  in  previous  years.  Carryover  talks 
about  not  just  rice  that  the  farmers  hold,  but  things  that  are  in  our 
elevator,  that  are  in  our  mills,  that  are  in  our  packages,  that  are  in 
our  warehouses,  that  is  all  part  of  carryover. 
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Senator  Dole.  Well,  if  the  carryover  were  less,  would  it  change 
your  buying  practices? 

Mr.  Halbach.  Yea.  The  price  would  go  up  considerably. 

Senator  Dole.  In  other  words,  you  would  buy  it — ^you  would  have 
to  hold  it  iostead  of  the  Government. 

Mr.  Halbach.  Sir,  I  am  sorry,  I  do  not  quite  get  the  point  of  that 
question. 

Senator  Dole.  If  you  knew  there  was  going  to  be  a  scarcity  of  rice, 
I  assume  you  would  run  out  and  buy  some,  but  if  the  Government  is 
going  to  have  a  lot  of  it  hanging  around,  if  it  is  going  to  be  around 
somewhere,  you  do  not  have  that  pressure. 

Mr.  Halbach.  I  think  that  could  be  true,  under  some  circumstances, 
but  that  is  not  what  I  am  talking  about.  What  I  am  saying  is  there 
would  not  be  enough  rice,  and  ffliely  this  year  there  might  not  be 
enough  rice  for  us  to  go  out  and  buy  it  for  commercial  purposes  with- 
out us  driving  the  price  up  considerably,  which  would  then  mean  that 
we  could  not  buy  it  because  the  prices  we  can  sell  it  for  would  not 
compensate  us  for  it.  Scarcity  places  limits  on  what  you  buy  and  sell. 

I  think  it  would  be  very  wrone.  That  would  be  bad  for  everybody 
in  the  industry,  growers  included.  That  brings  up  another  one  of  the 
earmarks  a  good  new  program  should  have,  I  should  think,  and  very 
difficult  one  to  design.  That,  as  we  increase  this  rice  business,  produc- 
tion and  marketing,  which  we  have  the  potential  for,  that  we  do  not 
have  a  system  where,  unless  there  are  unusual  production  problems 
and  deficiencies  in  other  places  in  the  world,  that  we  do  not  have  a 
glut  of  rice.  That  is  not  healthy  for  our  industry.  That  is  not  healthy 
for  a  company  like  ours.  It  just  is  not  healthy  at  all,  for  anyone. 
Therefore,  the  legislation  can't  encourage  production  at  a  price  or  in 
quantities  that  can't  be  handled. 

And  we,  because  of  ability  to  handle  rice  from  the  grower  right  on 
through  in  our  economic  system  in  this  country,  we  know  we  can  have 
a  larger  and  increasing  rice  business  with  consumers  getting  a  good 
deal  and  with  growers  and  everybody  in  the  middle  gettir^  a  good 
deal,  and  still  be  quite  competitive  m  world  markets.  It  is  a  very 
unusual  situation.  And  that  is  why  the  earmarks  I  think  are  four 
that  a  new  program  must  have. 

First  of  all,  in  our  own  opinion,  in  order  to  get  the  rice  we  need  at  a 

food  price,  which  means  that  the  price  is  competitive  but  where  every- 
ody  in  the  system  makes  a  good  profit  and  aUo  the  consumer  pays  a 
fair  price  for  it,  we  must  have  open  production  in  this  country. 

.SecomI,  that  rice  production  should  have  supports  for  all  the 
people  who  want  to  grow  it,  but  at  a  price  that  is  oelow  that  which 
would  price  us  out  of  world  markets,  but,  also,  which  is  at  least 
enough  to  protect  all  those  who  are  growing  rice  from  serious  prob- 
lems of  disallocation,  extra  supply,  or  anything  else  not  within  their 
control,  notwithstanding  our  mcreased  capacity  to  utilize  it.  Some- 
where around  cost  of  production  would  be  okay,  but  that  also  depends 
upon  how  you  figure  cost  of  production  and  who  is  figuring  it. 

In  other  words,  we  should  not  "compensate"  them  at  the  level 
which  provides  also  for  a  good  profit.  I  think  that  would  induce 
people  lo  produce  for  support,  and  that  would  eventually  create  the 
very  problem  we  arc  trymg  to  avoid. 
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But  on  the  other  hand,  our  company,  who  buys  rice  differently, 
1  might  say,  than  ahuost  every  otner  company,  we  buy  much  of 
our  rice  through  our  buyers  out  in  the  field  right  from  t£e  growers. 
We  want  growers  to  make  a  good  profit.  We  know  how  important 
that  in  to  th(!m  and  us.  That  is  what  has  helped  make  our  company, 
the  high  quality  rice  that  we  can  put  out  on  tne  table  in  this  countiT. 
I  can  assure  you  what  we  are  looking  for.  We  want  those  guys  to  make 
a  profit  because  that  will  insure  they  will  keep  growing  rice  for  us. 

The  second  thing  is  price  supports,  and  as  I  indicated,  they  should 
be  available  for  afl  growers.  That  does  not  say  you  might  not  dis- 
tinguish in  one  or  more  of  several  various  ways  between  existing 
producers  and  new  producers.  Something  that  sometimes  is  lost 
sight  of  by  many  who  have  similar  viewpoints  generally  with  mine 
is  that  there  are  some  lar^e  stakes  attained  by  the  present  growers 
under  the  public  policy  of  the  United  States  for  many,  many  years, 
and  I  thituc  to  overturn  the  system  where  they  have  tremendous 
risks  with  all  that  investment  right  now  should  be  given  serious 
consideration,  and  there  ought  to  be  a  way  to  phase  those  programs 
out  and  not  have  too  stringent  limitations  on  present  growers,  nor 
artificially  faster  their  competition. 

And  therefore,  the  third  point  that  I  want  to  make  is  that  I  think 
the  program  needs  to  be  a  longer  one.  We  need  to  work  together  to 
to  have  a  longer  experience  to  develop  the  industry  as  well  as  to  give 
any  program  a  chance  to  work.  Two  years  is  not  enough,  you  heard 
Clyde  Carter  say.  It  takes  time.  It  also  takes  us  time  to  work  the 
system  out. 

And  lastly,  the  consumer  must  be  considered  in  this,  and  I  notice 
tlierc  are  no  consumer  voices  here  today. 

Senator  Dole.  We  had  two  new  growers.  I  mean,  I  can  \mder- 
stand  j'our  interest  in  new  growers,  but  we  really  have  not  heaid 
from  a  lot  of  the  new  growers.  So  I  guess  we  are  going  to  get  some 
information  on  where  they  are  and  what  the  impact  of  the  new 
grower  production  is  and  how  many  acres. 

I  do  not  mean  to  quarrel  with  you  on  the  statement.  There  has 
to  be  a  balance  there  somewhere.  You  cannot  have  the  farmer  getting 
some  price  that  is  out  of  sight.  He  would  not  be  in  business.  He 
would  not  be  getling  the  price.  So  it  is  a  tough  question. 

Mr.  Halbach.  By  the  way,  statements  were  submitted  in  previous 
days'  hearings  by  some  potential  new  growers  that  many  people  that 
are  cotton  farmers  have  not  been  able  to  grow  rice  because  it  is  limited 
to  those  who  historically  have  had  acreage,  and  those  cotton  growers 
very  much  want  to  get  into  rice  production.  Much  of  their  land  is  vary 
good.  That  is  one  of  the  things  that  would  be  a  very  good  result.  The 
increased  production  in  this  country  wliich  will  help  us  in  enxffts. 
will  mostly  be  placed  on  moie  efficient  land  because  the  cost  oi  land 
will  be  less,  ancl  especially  the  cost  of  water  in  some  areas  will  be  less, 
so  that  the  new  production  should  not  be  cast  increasing.  Farmers  who 
cannot  do  well  on  other  crops  can  on  rice. 

They  might  not  need  the  some  price  support  level  as  the  current 
growers. 

Senator  Dole.  Well,  if  we  have  that,  whether  it  is  10  million  or  11 
million  hundredweight  carryover,  and  we  open  it  up  as  you  indicate, 
what  do  you  project  the  carryover  would  be  in  a  few  years? 
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Mr.  Halbach.  There  are  so  many  unknowns  in  that,  Senattur,  I 
just  do  not  know.  We  think  that  there  will  not  be  carryovers  so  laige 
that  it  will  hurt  anyone  in  the  industry. 

Senator  Dole.  What  would  you  think  would  be  a  reasonable 
carryover. 

Mr.  Halbach.  We've  been  trying  to  estimate  that  ourselves  to  be 
able  to  give  some  insights  into  it.  I  do  not  know  for  sure  now.  1  think 
probably  somewhere,  depending  on  how  fast  we  grow,  the  international 
markets,  somewhere  between  10  million  and  15  million  hundred- 
weight additional  carryover,  aa  a  minimum. 

But  there  are  years  we  could  and  should  hold  more.  There  definitely 
are  years  when  we  could  hold  more.  Right  now,  for  example,  we  are 
unable  to  contract  on  a  5-year  basis.  We  have  had  people  come  to  us, 
major  buyers,  for  more  rice  than  we  ever  sold  in  our  existence,  and  ask 
us  how  about  making  a  deal  for  quality  rice  on  a  5-year  ba^s.  Unbe- 
lievable quantities  of  rice.  We  cannot  do  it  because  we  do  not  know  the 
price.  We  do  not  know  if  we'll  have  the  supplies.  But  if  we  had  those 
kinds  of  deals,  our  pipelines  would  have  to  be  much  fuller.  There  would 
have  to  be  bi^er  storage  and  other  facihties.  The  Government  should 
not  bold  it,  though. 

Senator  Leahy.  The  Government  should  not? 

Mr.  Halbach.  No,  especially  CCC  because,  leaving  aside  the 
question  of  a  need  for  a  grain  reserve  to  feed  the  world's  hungry 
or  in  cases  of  short  falls  or  severe  shortages  in  this  country,  the  program 
might  require  it — a  reserve — for  that  purpose,  and  1  am  not  addressing 
that,  but  aside  from  that  by  the  goveniment — the  people  who  are  in 
the  industry,  not  the  growers — should  bear  the  cost.  That  is  a  burden 
to  have  to  hold,  unless  they  want  to  hold  it  for  speculation.  The  people 
who  are  frequently  referred  to  as  the  middlemen,  they  should  hold  it. 
It  should  be  in  the  cost  of  our  product.  We  can  do  it  more  efficiently, 
more  effectively.  We  know  the  markets,  we  know  where  the  demand  is. 
We  should  hold  it.  The  Government,  CCC,  should  not  hold  it,  espe- 
cially if  it  comes  from  induced  overproduction. 

Senator  Dole.  Thank  you. 

Senator  Least.  Senator,  do  you  have  anything  else? 

Senator  Dole.  No,  thank  you. 

Senator  Leahy.  I  will  recess  the  hearings  and  hold  the  record  open 
for  a  week  for  filing  statements. 

(Whereupon,  at  3:06  p.m.,  the  committee  adjourned,  subject  to 
call  of  the  Cbair.] 

ADDITIONAL  STATEHENTS  FOB  THE  BECOBD 


I  think  thttt  it  is  very  important  that  the  Senate  Agriculture  Committee  has 
recently  held  extensive  heanngs  on  our  American  farm  programs.  The  plight  of 
our  Louisiana  farmer  has  become  critical.  Too  many  farmers  in  i«uisiana  are 
today  not  able  to  make  a  fair  return  on  their  investments  in  land,  equipment,  and 
supplies.  The  prices  of  farm  crops  have  not  kept  pace  with  the  costs  that  our 
farmerii  hnve  had  to  pay  for  inputs.  It  is  clear  to  me  that  we  need  a  modified 
program  that  will  provide  a  price  to  all  our  farmers  which  represents  the  costs  of 
production. 
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I  would  tike  to  request  tliat  thia  statement,  together  with  several  other  iteim, 
ncludcd  in  the  record  of  your  recent  hearings.  First,  1  have  encloeed  a  petition 

Irnm  the  LouLiinna  (arm  community.  This  petition  came  to  my  office  witli  some 
too  signatures  that  were  obtained  in  only  seven  hours  of  circulation.  Moreover, 
iiur  Governor,  Kdwin  Edwards,  haa  written  me  to  reiterate  the  points  that  art 
made  in  this  petition.  Second,  I  am  enclosing  a  copy  of  House  Concurrent  B«e~ 
olution  No,  46  from  the  most  recent  seasion  of  the  Louiaiana  State  legislature. 
This  resolution  suggests  several  specific  actions  that  mi&ht  assist  in  the  relief 
that  our  farmers  need.  Third,  I  am  enclosing  a  letter  that  I  recently  sent  to 
Secretary  of  Agriculture  Earl  Butz  relating  to  administrative  changes  that  we 
we  need  today  in  our  cotton  programs. 

In  addition  to  working  closely  with  our  cotton  farmers,  I  have  had  the  op- 
portunity for  exten^iive  contact  with  rice  growers  and  cattlemen  in  Louisiana.  As 
you  know,  our  Louisiana  rice  growers  have  testified  before  your  committee.  1 
believe  that  our  rice  growers  have  been  responsible  and  articulate  spokesmen  in 
explaining  why  the  present  rice  program  is  essentially  sound.  However,  In  rec- 
ognizing that  the  present  administration  favors  a  modiGed  kind  of  program, 
Louisiana  rice  growera  have  been  willing  to  strike  a  compromise.  It  the  problems 
with  our  cotton  program  during  the  last  year  are  symptomatic  of  general  diffi- 
culties with  a  target  price  concept,  then  it  is  clear  that  we  should  retain  the 
present  rice  program  which  is  not  based  on  the  target  price  model. 

Finally,  we  need  a  program  to  stabihzc  our  cattle  marketa.  I  have  heard  con- 
tradictory assertions  about  the  problems  of  the  cattleman  selling  his  livestock 
for  a  sumcient  price  to  cover  his  seemingly  ever-increasing  coats.  We  must  re- 
cognize that  depressed  price  levels  for  beef  (as  with  other  products)  are  not  the 
solution  to  any  of  our  problems.  Depressed  prices  will  force  men  and  women  who 
have  built  their  lives  in  farming  to  abandon  their  land  as  a  means  of  making  a 
living.  And  when  that  happens,  we  will  have  less  food  in  our  country.  Certainly 
in  a  time  of  world-wide  food  shortage,  we  need  agricultural  programs  that  will 
encourage  production,  and  we  can  only  do  that  when  our  farmers  can  be  suc- 
cessful and  proH table  businessmen. 

I  am  certain  that  the  Senate  Agriculture  Committee  will  modify  our  present 
farm  programs  so  that  we  can  continue  to  be  the  greatest  food-producing  country 
in  the  world,  and  so  that  our  farmers  can  cam  a  price  on  crops  that  will  reflect 
their  costs. 

PETITION 

The  farmers  arc  in  dire  need  of  relief  from  a  sitiiation  over  which  they  have 
no  control.  We  know  that  hindsight  Is  licttcr  by  far  than  foresight;  however,  we 
will  have  to  hold  ourselves  direcUy  responsible  for  what  the  future  will  hold  for 
American  agriculture  if  we  fail  to  heed  the  lesson  involved  in  the  present  state 
that  the  United  States  and  the  entire  world  is  in  because  of  energy  production. 
This  was  due  to  foreign  m<>nopi>lization  of  energy  production  and  control.  All 
of  us  agree  that  we  must  become  self-sufficient  in  producing  our  own  energy 
in  the  near  future  or  face  complete  economic  disaster.  This  in  part  is  why  we  are 
urging  your  .support  and  assistance  at  this  point  in  time  for  the  rescue  of  American 
agriculture.    Without   goveninicnt   as.-iistancc,   massive  bankruptcies   will   be  tie 


<)f  agricultural  lands,  and  arc  steadily  recruiting  more  real  estate  agents  to  check 
their  area  for  large  acreages  which  mi(;ht  be  available  for  them  to  purchnse. 
This  fact  alone  should  dramalize  to  the  non-agricultural  businessman,  white- 
■tollar  worker,  blue-collar  worker,  or  any  other  person  regardless  of  his  opinions, 
political  ties,  iMlicfs,  etc.,  that  now  the  time  is  past  for  t^k  of  what  should  have 
been  done,  etc.  We  must  unil«  in  an  effort — a  successful  effort — to  keep  food 
and  filjer  products  under  American  control  at  any  |>ricc.  Knergy  control  is  liad 
enough,  but  food  and  fiber  control  is  absolute  lunacyl  This  is  the  purpose  and 
intent  of  this  letter  to  emphasize  and  prove  the  fact  that  if  some  assietunc- 
docsn't  become  a  reality  soon,  then  we  will  bear  the  consequences  of  still  another 
enroachment  by  foreign  countries  into  the  American  economy. 

In  an  effort  to  make  available  tjj  you  the  true  picture  faced  by  ugrieuliiire 
producers  in  Louisiana,  as  well  a.s  im  the  national  level,  this  simimary  along 
with  some  suggestions  is  ba.scd  on  current  statistics  garnered  from  research 
al(>ng  with  extensive  surveys  and  actual  producer  records  broken  down  to  per 
acre  costs  based  on  loan  and  marketing  prices  offered  or  prevailing  now  for  the 
1374  cotton  crop. 
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The  planning  of  crops  to  be  planted  in  1975  cannot  be  made  until  we  resohe 
the  1974  economic  chaos. 

We  must  have  assiatanee  in  disposing  of  the  1974  cotton  now  l)eiiig  held  by 
about  B.j'^  of  the  farmers.  Also,  if  we  plant  the  197.5  crop,  some  realistic  parity 
l)ii'sc  must  1)0  established.  To  produce  an  average  475  pound  lint  bale  in  1974 
cost  ai) proximately  $231.00  an  acre.  The  target  price  for  the  1974  domestic  allot- 
ment was  $..'J8  per  pound.  Hoivever,  this  la  misleading  as  the  law  states  if  the 
average  price  of  cotton  in  the  United  States  doesn't  fall  below  $.38  per  pound, 
the  pnidiieer  will  not  receive  any  payment.  The  1974  market  for  cotton  averaged 
a  little  above  $.38  per  pound  for  the  first  five  month-s  in  1974.  In  fact,  producers 
possibly  could  have  contracted  the  1974  crop  at  this  point  in  time.  Ilowever, 
no  astute  businessman  would  have  done  so.  Production  costs  at  this  time  esca- 
lated to  such  an  extent  that  you  couldn't  economically  survive  at  the  average 
booking  price  of  $.40- .44  per  pound.  For  example,  it  costs  $231.00  per  acre  to 
produce  47.i  lint  [Jound'^  in  1974.  So,  $.44X475  =  $209.00— a  direct  loss  of  $22.00 
per  acrel  We  have  referred  only  to  actual  production  costs.  This  does  not  include 
living  expenses— food,  housing,  clothing,  etc.  The  loss  per  acre  is  based  only  on 
production  cosla.  The  farmer^  living  expenses  a™  '•'  ""WiU""  *'■  t*ii=  -""*  tk^ 
illustration  above  means  that  the  producer  is 
suicide. 

Now,  take  in  consideration  the  prices  which  wi 
who  were  forced  into  selling  by  demanding  creditors. 
S.3fil0  per  pound  or  $.3610X475=$I71.47— a  direct  loss  of  $59.53  i 
We  have  used  the  $.3610  price  in  the  above  illustration  as  an  average,  however, 
many  producers  due  to  quality  or  other  prevailing  factors  have  sold  as  low  as 
S.30  per  pound  or  $.30X475  =  S142.60— a  direct  loss  of  $88.50  per  acre.  As  it 
now  stands,  producers  are  at  the  mercy  of  speculators,  market  manipulators, 
and  other  power  sources.  The  only  alternative  producers  have  left  open  to  them  is 
the  Commodity  Credit  Corporation,  if  you  can  take  the  low  price  offered  by 
CCC.  After  averaging  grade  quality,  mike,  etc.,  the  average  loan  rate  is  £.2150 
per  pound  or  $.2450X475=$116.37— -a  direct  loss  of  $114.63.  Please  keep  In 
mind  if  the  market  price  rises  and  the  producer  redeems  this  cotton  from  CCC, 
the  interest  rate  is  9.375%  plus  storage  and  other  coats.  This  ultimately  costs 
the  producer  almost  $.03  per  pound.  The  interest  rate  could  advance  by  April  1. 
We  think  It  is  evident  under  existing  conditions  coupled  with  the  fact  that  a 
large  percentage  of  producers  planted  the  1974  crop  carrying  over  debts  that 
they  had  been  unable  to  pay  because  of  prices  received  from  the  1972  and  Ift73 
crops  that  the  farmer  needs  assistance. 

■The  1973  cotton  crop  will  probably  go  down  in  history  as  the  year  more 
cotton  farmers  were  legally  robbed  than  any  other  prior  year.  Approximately 
70-7;"i%  of  the  1973  cotton  crop  was  booked  by  farmers  in  early  '73  from  around 
$.2350  per  pound  to  $.3250  per  pound.  After  these  contracts  were  signed,  the 
cotton  market  advanced  to  better  than  $.80  per  pound  by  late  October  and  early 
November.  70-75%  of  the  cotton  producers  received  no  benefit  from  this  market 
incrca.se.  Alas,  once  again  this  profit  went  to  speculators  and  manipulators. 
However,  the  stage  was  set  in  late  1973  to  entice  the  cotton  producers  to  go  all 
out  in  1974  and  plant  additional  acres  as  the  world's  food  and  fiber  needs  were 
dependent  upon  the  United  States  producers.  Producers  responded  to  this 
urging  as  tney  always  have  responded  in  the  past.  They  did  plant  more  cotton; 
however,  weather  conditions  and  other  factors  beyond  their  control  caused  Che 
actual  cotton  production  to  fall  short  of  the  goal  by  better  than  2.5  million  bales. 
This  should  have  been  conducive  to  an  advance  in  the  market,  but  as  illustrated 
above  the  market  continued  to  plunge.  All  of  the  above — production  costs, 
prices  received,  prices  now  available — are  factual.  Below  is  our  plea.  At  the 
pre.^ient  time,  synthetic  mlLs  are  paying  approximately  $.50  per  pound  for  man- 
made  fibers  while  cotton  is  approiiraaiely  £.335  per  pound.  Remarks  have  bceu 
ni.'ulc  to  the  effect  by  some  synthetic  textile  mills  representatives  that  cotton 
is  being  used  to  keep  the  m.Tn-made  fiber  industry  honest.  We  do  not  feel  that  the 
cotton  and  food  producers  of  our  nation  should  be  further  subjected  to  this 
misuse  and  manipulation.  Our  country  is  already  overburdened  with  energy 
problems,  short  supply  of  important  materials,  etc. 

The  nation's  consumer  is  already  under  a  heavy  burden^fuel  costs,  automobile 
costs,  food  costs,  etc.  We  feel  that  the  consumer  should  not  be  subjected  to  the 
u<ie  of  energy  for  man-made  fibers  when  there  is  an  abundance  of  available  natural 
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American  fanner  has  long  been  the  backbone  of  our  great  nation.  However,  this 
same  fanner  is  now  in  dire  financial  trouble,  because  he: 

(1)  Cannot  sell  his  1974  crop. 

(2)  Cannot  repay  his  loans. 

(3)  Cannot  draw  unemployment  benefitB. 

(4)  Cannot  plan  on  planting  a  1975  crop. 

(5)  Cannot  pay  his  current  monthly  bills. 

(6)  Cannot  continue  to  survive. 

In  addition,  let  us  point  out  that  the  farmer  has  no  income  at  this  time,  since 
his  1974  cotton  crop  is  presently  stored  in  warehouses  and  accumulating  storage 
costs,  etc.,  thereby  continuing  to  decrease  its  potential  value,  liiere  have  been 
many  bleak  times  in  the  American  fanner's  past,  but  he  always  hod  another 

i)romising  crop  to  look  forward  to — now,  that  Is  not  the  prospect  facing  the 
iirmer.  When  farmers  are  ultimately  faced  with  bankruptcy,  many  other  areas 
will  be  affected.  For  example,  in  the  Monroe  trade  area  statistics  show  that  from 
6.1-67%  of  the  entire  trade  dollar  is  based  on  agriculture.  In  fact,  if  ogricultuie 
fulLs — so  falls  the  economy. 

For  the  farmer  who  has  supplemented  his  income  (or  for  that  matter  based  his 
entire  income)  on  livestock,  need  we  point  out  the  prices  involved  there  today? 
In  1973,  cattlemen  were  urged  to  increase  their  herds,  with  the  stipulation  that 
beef  on  the  hoof  would  probably  never  go  below  S.flO  per  pound.  Today,  the  beef 
industry  is  also  on  the  brink  of  disa.=!ter.  Aa  recently  as  one  year  ago,  cotton  pro- 
ducers were  encouraged  to  produce  abimdant  crops  with  the  pseudo-promise  of 
not  less  than  S-60  market  price  per  pound.  Aa  a  result  of  thia  projection,  the 
businesses  which  supply  the  cotton  producer — ^fertilizer,  insecticides,  fuel,  equip- 
ment— doubled  and  tripled  their  prices  t<3  the  farmer.  Today,  these  same  people 
cannot  receive  their  money.  The  1974  crop  lays  unsold.  In  1976,  information  is 
being  presented  to  the  fanner  that  soybean  production  is  the  way  to  go.  In  view 
of  the  prior  failures  connected  with  the  cotton  market  and  the  beef  industry, 
fanners  are  naturally  and  wisely  wary  of  increased  soybean  acreage.  There  is 
already  a  downward  trend  in  the  grain  market.  In  addition,  the  cotton  belt  is  not 
equippnd  to  handle  large  soybean  production,  e.g.,  machines,  storage,  etc.  Id 
truth,  unles.s  he  can  sell  his  1974  cotton  crop  at  prices  which  will  eliminate  out- 
standing debts,  he  will  not  be  able  to  even  plant  bis  standard  acreage.  Liarge 
areas  of  our  state  have  been  declared  disaster  areas.  However,  a  very  small 
percentage  of  farmers  will  be  helped  due  to  the  high  collateral  and  assets  neceasaiy 
to  secure  this  aid.  This  places  it  out  of  reach  of  most  farmers.  The  average  fanner 
has  outstanding  first  mortgages  which  would  eliminate  him  from  receiving  this 
aid. 

We  submit  the  following  recommendations  to  remedy  existing  conditions  and 
preserve  the  American  way  of  life.  We  submit  to  you  that  our  opinions  are  of 
course  no  more  valid  than  many  other  people's  opinions,  but  they  are  based  upon 
innumerable  hours  of  painstaking,  exhausting  research. 

In  order  to  economically  survive,  we  believe  we  should  seek  legislation  which 
would  involve  the  following: 

(1)  A  support-parity  or  loan  escalation  to  a  minimum  of  $.50  per  pound  for 
IMa  inch  stricHow-middling  for  the  1974  entire  cotton  acreage. 

(2)  Loan  price  of  minimum  $.60  per  pound  for  1>(b  inch  strict-low-middling 
for  the  lO?.*!  crop. 

(3)  More  liberal  collateral  requirements  for  disaster  area  loans  in  order  to 
pay  off  existing  commitments  with  long-term  repayment. 

(4)  Limit  or  stop  the  use  o(  synthetics  in  teittile  manufacturing  to  conserve 
energy  and  to  boost  the  use  of  natural  fibers. 

(.5)  Improve  textile  market  for  natural  fibers;  limit  or  stop  the  importation 
of  finished  or  semi-finished  textile  products. 

(6)  Limit  or  stop  exportation  rf  fertilizer  and  chemicals  if  this  escalates 
production  costs  to  U.S.  producers  in  1975. 

(7)  To  possibly  improve  the  current  market  for  sale  of  1974  cotton,  please 
impress  upon  the  Secretary  of  Agriculture  to  immediately  use  his  author- 
itative power  to  act  higher  support  rate  tor  1975  cotton  loans. 

These  recommendations  are  not  intended  to  reflect  negatively  on  any  of  the 
current  efforts  i)eing  made  to  aid  the  farmer.  They  are  solely  submitted  to  offer 
iiddilioniil  information  and  suggestions  which  would  help  Edleviate  the  current 
crisis  facing  the  farmer  and  hence  the  nation. 
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I^et  us  re-emphasize^the  farmer  must  have  immediate  help.  We  have  not 
dfscribed  iin  hypothetical  situation.  This  ia  not  an  overly  dramatic  appeal.  There 
i<  a  great  need  tor  urgent  help.  We,  the  undersigned,  respectfully  submit  this 
letior  to  call  your  attention  to  our  plight,  and  to  impress  upon  you  the  severity 
and  the  urgency  of  our  condition. 


House  Concuhrent  Resohition  No.  46 

By  Messrs.  Womack,  Humphries,  Awardo,  Alorio,  Bigby,  Booker,  Charbonnet, 
t.'iinnor,  Crisler,  D'Gerolamo,  Dischler,  Doucet,  Dupuis,  Dyer,  Polkes,  Fowler, 
Uibbs,  J.  Guidry,  Gunter,  Hebert,  A.  Jackson,  Jono,  M.  J.  Laborde,  R.  J. 
Laborde,  Long,  Millrf,  Morrison,  Randolph,  Rice,  Robillard,  Sheridan,  Simon, 
Stephenson,  Strain,  F.  C.  Thompson.  R.  S.  Thompson,  Toca  and  Ullo  and  Mrs. 
Taylor  and  Senators  Foahee  and  J.  H.  Brown 


Whereas  virtually  every  sector  of  the  farming  and  agricultural  industry  in  this 
st;ite  and  the  United  States  ia  experiencing  economic  woes;  and 

Wherea-s  the  cotton- producing  sectors  particularly  have  been  burdened  and 
are  faced  with  economic  plight  and  disaster;  and 

Whereo.^  due  to  the  e^^calatian  of  the  costs  of  cotton  production  to  astronomical 
heights  coupled  with  declining  prices,  both  of  which  have  occurred  because  of 
factors  outside  of  the  control  of  the  cotton  producers,  cotton  producers  are  faced 
with  economic  ruin  and  must  have  immediate,  positive  assistance;  and 

Whereas  In  many  areas  of  this  state  and  the  United  Sutes,  over  half  of  the  1974 
cotton  crop  has  not  yet  been  disposed  of  due  to  these  rising  costs  and  declining 
prices ;  and 

Whereas  since  this  crop  has  not  yet  been  sold,  many  of  the  cotton  producers 
are  without  income;  and 

Whereas  due  to  circumstances  beiond  the  control  of  cotton  producers  resulting 
in  this  dilemma  of  high  costs  and  low  prices  faced  by  the  cotton  farmers,  said 
cotton  producers  sre  unable  to  sell  their  1974  crop  without  taking  a  Substantial 
loss,  unable  to  repay  loans,  unable  to  plan  for  a  1975  crop  and  unable  to  pay  their 
monthly  living  expenses ;  and 

Whereas  because  of  the  economic  situation  of  many  cotton  producers,  there 
exists  the  threat  of  foreign  control  of  cotton  production  which  could  compare  with 
the  foreign  control  of  much  of  the  oil  and  gas  production;  and 

Whcrciis  the  oil  and  go.'i  reserves  available  in  this  country  are  being  u'ed  by 
synthetic  fiber  producers  aud  are  thus  being  depleted  when  available  fiber  from 
cotton  would  be  more  economical  to  the  citizens  of  the  United  States  and  of  more 
benefit  to  cotton  producers,  therefore,  be  it; 

"      '  '■  '  '      '  '       ,  the 


■  branch  of  federal  government  are  hereby  memorialized  to  take  whatever 

^'icps  may  be  necessary  to  implement  the  following:  (I)  a  target  price  or  loan 
(■scalation  to  a  minimum  of  fifty  cents  per  pound  for  one  and  one-sixteenth  inch 
striet-low-niiddling  for  the  entire  1974  cotton  acreage;  (2)  a  loan  price  of  a  mini- 
mum of  sixty  cents  per  pound  for  one  and  one-sixteenth  inch  atrict-low-middling 
for  the  197.5  cotton  crop;  and  (3)  more  liberal  collat«ral  requirements  for  loans  In 
order  to  pay  off  existing  commitments  with  long-term  repayment;  and  to  seriously 
con-sider  limitations  on  the  following:  (1)  use  of  synthetics  in  textile  manufacturing 
no  as  to  conserve  energy  use  and  to  boost  the  use  of  natural  fibers;  (2)  on  the 
importation  of  finiihed  and  semi-finished  textile  products  so  as  to  further  improve 
the  textile  market  tor  natural  fibers;  and  (3)  on  the  exportation  of  fertlUiers  and 
chemicals  needed  for  production  if  such  exports  escalate  production  costs,  be  it 
further. 

Resolued.  That  the  secretary  of  agriculture  is  hereby  memorialired  (o  imme- 
diately utilize  his  authority  to  establish  higher  support  rates  tor  1975  cotton 
loans,  be  it  further 

Reiohcd,  That  Congrew  and  the  executive  branch  of  federal  government  are 
further  niemorialized  to  take  whatever  additional  steps  may  he  necessary  10 
remedy  ihc  economic  plight  and  disaster  experienced  by  and  facing  the  cMton 
producing  sector  of  the  farming  and  agricultur;\l  industry,  be  it  further 

47-109— 73— pt.  2 4" 
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Reaohed,  That  the  state  legislatures  of  the  chief  cotton-producing  states  are 
memorialized  to  take  appropriate  action  to  insure  that  the  will  of  their  respective 
legislatures  with  respect  to  the  plight  of  the  cotton  producer  be  made  known  to 
Congress  and  to  the  executive  branch  of  federal  government,  be  it  further 

Resolved,  That  copies  of  this  Resolution  be  transmitted  to  each  member  of 
the  Jjouisiana  Congressional  delegation;  to  United  States  Senator  Herman 
Talmadge,  chairman  of  the  Senate  Committee  on  Agriculture  and  Forestry;  to 
United  States  Representative  Thoma'^  Foley,  chairman  of  the  House  Committee 
a  Agriculture;  to  President  Gerald  Ford;  to  Secretary  of  Agriculture  Earl  But! 


and  to  the  presiding  officers  of  each  house  of  the  state  legislatures  of  the  states 
of  Arkansas,  California,  Alabama,  Arizona,  Mississippi,  Texa     "" 
souri,  Oklaboma,  New  Mexico,  Georgia,  and  South  Carolina. 


I,  Tennessee,  Mis- 


E.  L.  Henet. 
Speaker  of  the  Houte  of  Repre4entaliiiet. 

Jaues  E.  FiTEUORRis,  Jr. 
Lievtenanl  Governor  and  Pretidenl  of  the  Senate. 

U.S.  Senate, 

COUUITTEE    ON    IkTRRIOR    AND    InSTJLAR    AFFAIRS, 

Washington,  D.C.,  February  5,  1976. 
Hon.  Earl  L.  Btjtz, 
Secretary,  Departmeni  of  AgrieuHure, 
Washinoton,  D.C. 

Dear  Mr.  Secretary:  In  recent  weeks  I  have  had  an  opportunity  to  meet 
with  a  number  of  our  Louisiana  Cotton  Growers,  and  I  have  also  had  a  chance 
to  attend  the  annual  meeting  of  Louisiana  Cotton  Producers  Association.  After 
talking  with  these  responsible  and  outstanding  citizens  of  the  State  of  Louisiana, 
I  am  deeply  convinced  that  there  are  significant  problems  with  our  existing 
cotton  programs  and  that  we  must  do  all  in  our  power  to  relieve  the  unfair  burden 
that  has  been  placed  on  the  shoulders  of  cotton  growers.  1  am  quite  sure  that  the 
burden  is  shouldered  not  only  by  the  growers  in  my  state  but  in  many  other 
states  of  the  country. 

While  I  recognize  that  existing  cotton  legislation  is  reasonably  specific,  I 
nevertheless  understand  that  there  are  certain  flexibilities  that  you  and  your 
department  have  in  administering  the  existing  programs.  Therefore  I  would 
like  to  make  three  specific  requests: 

1.  I  urge  that  the  1975  loan  rate  on  cotton  be  recomputed.  It  in  my  under- 
standing that  this  loan  rate  is  based  on  the  three  year  average  world  price  of  a 
certain  type  of  cotton.  In  1974,  the  World  average  wa-s  obtained  by  your  depart- 
ment by  averaging  the  prices  at  Liverpool,  England;  Bremen,  Germany;  and 
Osaka,  Japan;  adjusted  for  transportation  cost  to  these  ports  and  further  ad- 
justed for  quality.  Certainly  such  a  broad  definition  in  the  legislation  would 
offer  you  and  your  department  an  opportunity  to  select  different  cities  which 
might  result  in  a  loan  rate  more  favorable  to  our  American  cotton  groweni.  A.i 
a  minimum,  I  would  like  to  know  why  the  present  calculation  is  the  accurate 
one  as  compared  to  other  calculations  that  might  yield  a  higher  loan  figure. 

2.  It  is  my  understanding  that  the  existing  rate  on  Commodity  Credit  Corpora- 
tion loans  is  9.375%,  It  makes  little  sense  to  me  that  our  Commodity  Credit 
Corporation,  which  is  designed  in  large  part  to  stabilize  agricultural  markets 
and  to  work  to  the  aid  of  our  American  fanners,  should  impone  an  interest  rate 
as  high  as  this.  I  would  urge  that  your  department  lower  the  interest  rate,  prefer- 
ably to  a  level  of  about  5':i%. 

3.  I  believe  it  is  quite  important  for  the  Department  of  Agriculture  to  announce 
at  this  time  a  final  loan  rate  for  next  year's  crop  instead  of  a  preliminary  rate. 
It  has  come  to  my  attention,  as  I  om  sure  you  can  understand,  that  lending 
institutions  are  reluctant  to  make  crop  loans  based  on  a  preliminary  rate  since 
the  final  rate  could  be  lower.  Therefore,  by  announcing  only  a  preliminary  rate 
at  this  time,  you  force  American  cotton  growers  to  go  to  lending  institutions  in 
a  much  wealcer  position  than  they  would  be  if  a  fin^  rate  had  been  announced. 

The  situation  in  Louisiana  for  our  cotton  growers  now  seems  to  be  critical.  It 
is  clear  to  me  that  the  cost  of  raising  a  crop  of  cotton  has  far  exceeded  both  the 
market  prices  as  well  as  the  support  levels  made  available  by  our  national  cotton 
programs.  If  this  situation  persiista,  then  it  is  inevitable  that  many  of  our  cotton 
growers  will  either  be  faced  with  the  choice  ot  changing  to  different  crops,  or 
perhaps  leaving  farming  oltogcther.  If  cither  of  these  things  happened,  it  would 
be  a  disservice  to  the  American  consumer,  and  the  country  as  a  whole. 
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I  therefore  hope  Ihfit  you  will  carefully  consider  the  specific  recommendations 
that  1  have  made,  and  thai  you  will  let  me  know  within  the  next  few  days  what 
the  likelihood  of  implementing  any  of  these  proposals  is.  If  you  think  that  a 
perKonal  discussion  of  these  points  would  be  valuable,  then  I  will  welcome  the 
opportunity  to  sit  down  with  you  and  discuss  each  of  these  things  in  greater 
detiiil. 

With  best  regards,  I  am. 
Sincerely, 

J.  Bennett  Johnston, 

U.S.  Senator. 


It  is  my  understanding  that  there  has  been  a  great  deal  of  discussion  at  these 
hearinjp  about  alleged  abuses  of  the  food  stamp  prograjn  by  young  college  etudenti 
and  strikers.  It  is  not  my  purpose  today  to  argue  the  pros  and  cons  of  tnese  issues 
ijut  rather  to  point  out  that  the  vast  majority  of  the  1-5  million  food  stamp  re- 
cipients are  either  elderly  or  members  of  single  parent  families. 

Over  27%  of  the  recipients  are  elderly  and  according  to  a  survey  published  by 
the  subcommittee  on  fiscal  poUcv  of  the  joint  economic  committee  70%  of  the 
iilack  participants  and  60%  of  the  white  participants  were  from  female  headed 
households.  Clearly  the  typical  food  stamp  recipient  Is  not  some  middle  ehws 
college  student  ripping  the  Government  oH  for  $46  a  month  but  the  old  lady  in  the 
fruyed  felt  hat  and  lumpy  coat  who  stood  behind  you  at  the  check  out  counter  or 
that  runny  nosed  kid  with  dirty  wet  sneakers  you  saw  standing  in  the  snow  at  the 
bus  stop. 

These  are  among  our  poorest  citiiens  and  these  are  the  people  who  will  be  hurt 
most  by  the  proposed  changes  in  the  food  stamp  regulations. 

Under  the  current  sliding  scale  of  purchase  rcquirementi^  the  average  family 

SBrticipoting  in  the  program  pays  23%  of  its  income  to  purchase  food  stamps. 
<ut  this  is  only  an  average.  The  sliding  scale  takes  into  account  both  income  and 
family  size  thus  a  one  person  household  with  an  income  of  S29  a  month  must  pay 
'■i%  of  its  income  tor  food  stamps  while  a  one  person  household  with  an  income  of 
$209  a  month  would  pay  17%  of  its  income.  Similarly  for  four  person  households 
the  percentages  of  income  range  from  0%  for  incomes  of  S29  a  month  to  24%  for 
incomes  under  $539  a  month. 

Although  many  have  tried  to  charaeteriie  the  food  stamp  program  as  a  freebie 
operation,  in  point  of  fact,  only  4,1%  of  current  recipients  pay  nothing  for  their 
food  stamps.  As  noted  above  a  family  of  4  must  have  an  income  under  $30  a 
month  in  order  to  receive  free  food  stamps.  That  can  hardly  be  classified  as  a 
giveaway  program. 

When  one  combines  the  4.1%  of  the  recipients  who  pay  nothing  for  their  food 
stamps  and  the  .0296%  of  the  recipients  who  currently  pay  the  maximum  rate  of 
30%  for  their  food  stamp  we  see  that  95.87%  of  ail  recipients  would  be  affected  by 
the  newly  proposed  regulations. 

If  the  administration's  recommendation  of  a  flat  30%  rate  for  all  recipients  is 
adopted  those  with  the  lowest  incomes  and  smallest  households  will  have  the 
largest  increases.  Let  me  illustrate.  The  table  below  projects  the;  Average  pur- 
chase requirement  as  a  percentage  of  income  for  various  households  under  the 
current  sliding  scale: 
Persons  in  household:  prnna   Persons  in  household:  Ferteni 

1 14.3  5 24.6 

2- 2a  0  6 25.7 

3 21.  9  7 2.S.  7 

4 23.7  8 - 26.4 

The  imposition  of  the  30%  maximum  purchase  requirement  for  all  households 
Is  regressive  since  it  means  that  the  fewer  persons  in  the  household  and  the  less 
income  the  household  has,  the  greater  the  percentage  increase  will  be.  See  table 
below.  The  second  chart  projects  this:  percentage  increases  for  various  households 
if  the  30%  rule  is  adopted : 

Persons  in  household:                      Pitttiu  Persons  in  household:  Ptraai 

1 - 49  to  770          5 8  to  134 

2 23  to  770           6 _ 6  to  134 

3 12tol93          7..:..- 5  to  134 

4 10  to  193          8 4  to  134 
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Since  over  27 'r  of  lhr>  current  rpciiiicnts  are  elderly  nnd  miwt  of  tTicM  arc  living 
in  lint'  iir  two  person  households  they  are  among  the  groupii  most  seriouHly  affected 
Our  senior  citiKcns  live  on  fixed  incomns  und  as  the  recHnt  television  interview* 
«nd  exposes  of  the  priiblems  of  the  elderly  have  pointed  out  they  have  already 
cnt  buck  their  food  budgets  so  nc\erely  thut  they  are  buying  dog  food.  Since  aomt 
have  already  had  to  "spend  down"  to  the  nmst  econonnical  food  budgets  thi* 
increase  in  food  ^tainp  costs  must  etinie  out  of  their  iiudget  for  other  necessary 
liviiiK  expenses  or  force  them  out  tit  the  program  altogether  to  face  virtuil 
starvation. 

In  terms  of  numbers  of  recipients  the  group  wliich  would  bo  most  affected  br 
the  proposed  incrcu;4C  are  female  headed  households.  According  to  a  survry 
p'llilished  by  the  subcomniittcc  on  flscnlpolicy  of  the  Joint  economic  Committt* 
(2)  70rf  of  the  black  particijiantK  and  60%  oif  the  white  participants  in  the  food 
stamp  pn>gmm  wero  from  female  headed  households. 

These  women  arc  amonK  those  most  scrioutdy  affected  by  the  recession.  Evm 
if  they  manage  to  have  and  keep  a  job  they  iire  M  the  bottom  of  the  pay  ataie 
and  face  the  total  burden  of  child  care  and  bome-making  work.  They  canaut 
"spend  down"  because  they  are  at  the  bottom  of  the  income  scale.  They  canont 
supplement  their  incomes  with  l>etter  or  even  part-lime  jobs  because  there  is  no 
work  for  them 

As  a  black  woman  I  am  acutely  aware  of  the  problems  of  the  sincle  parent 
family  because  a  very  large  proport'ion  of  our  minority  families  are  feniaJe  headed. 
For  tho:;e  gentlemen  who  may  not  have  viewed  this  problem  from  thia  pa- 
Bpective  let  me  share  a  few  startling  statistics  with  you: 

In  the  decade  between  1960  and  1070  there  was  a  60%  increase  in  the 
one-parent  family. 

In  the  Inst  IH  years  (19GO-1070)  female  headed  single  parent  families 
increased  from  1.9  million  to  3.9  millioii. 
42%  of  lUl  poor  families  arc  headed  by  women. 

In  black  families  34%  are  headed  by  women  but  6o%  of  poor  black  familie' 
c  headed  by 
nc  Puei 
I-  Puerto 

^  of  Cbicano  families  are  female  headed  but  64%  of  poor  Chicaoo 
families  are  female  headed. 

From  1970-197;!,  or  in  only  three  years,  the  number  of  female  headed 
families  with  children  under  18  increased  by  30%. 
As  you  can  see  the  single  parent  faniil.v  is  a  large  and  burgeoning  phcnomeoiio. 
Most  oi  these  women  have  no  alternative  but  public  assistance.  But  even  if  a 
wuinan  is  lucky  enough  to  find  a  job  the  pay  Hill  be  low.  And  women's  lib  to  the 
contrar.v  it  is  getting  lower.  In  1972  the  medi.an  income  for  female  headed  famtliw 
was  onlv  i&%  of  what  it  was  fur  all  families.  What's  more,  the  median  income  (or 
Biieh  families  declined  from  3969  to  1972. 

Further  the  IJcpartment  of  Labor  statistics  on  unemployment  which  wwf 
released  on  Uctobcr  4,  1974  indirate  that  the  largest  increase  in  unemployramt 
tiKik  place  among  women  over  2Tt. 

I  do  not  see  food  slam|)s  as  the  final  solution  for  these  familie.'.  We  shall  hxvt 
to  initiate  massive  joli  development  and  job  training  programs  and  greatly  expand 
our  child  care  services  if  these  women  are  to  make  it  off  the  welfare  rolls,  but 
until  wc  can  get  the  economy  moving  again  we  are  going  to  have  to  have  an  ei- 
[landed  food  stani])  prognm). 

To  suggest  that  this  is  an  a;>propriiile  time  to  restrict  and  curtail  the  fcwl 
stump  program  is  not  onlj-  cruel  and  irrational  but  contrary  to  Congressicmil 

I'.S.  Uislrict  Court  Judge  Miles  Lord  of  Minneapolis  made  just  that  point 
liist  Oetcilwr  when  he  ruled  that  Secretary  Bute  had  violated  the  law  by  failing 
ti)  implement  the  "outreach"  requirement  for  the  development  of  a,  program  ic 
inform  low  income  families  of  their  rights  to  food  relief.  Secretary  Buti  bid 
attempted  to  turn  the  $278  million  dollar  food  stjimp  budget  surplu!>  for  FY  1973 
over  U>  the  I'.S.  Tre;isiiry.  The  judge  ordered  him  to  spend  the  money  on  oui- 
reach  programs. 

Wc  are  now  fac<'d  with  an  unem]>loyment  rate  of  8.1  ^f-.  This  is  coupled  with 
an  inltation  rjte  which  the  administration  projects  will  l>o  1 1  %  for  1975,  And  the 
outlook  for  next  year  does  n<n,  look  nmch  lictter.  The  ALF-CIO  has  predicted 
that  wc  will  reach  an  unempltiytnent  rate  of  10%  by  this  summer  and  e\-en  e^"- 
tiinists  do  not  believe  infi:ili.in  will  cme  under  7%  i"  the  next  year.  In  the  faw 
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of  this  wc  ought  to  be  planning,  not  for  a  restriction  of  Ihc  food  stamp  program 
but  for  Mn  ex]ianBion. 

Furthpr,  Serretiuy  Bute's  claim  that  the  food  stamp  budget  hon  ^own  too 
rapidly  in  not  RupiKirtablc.  Agriculture  Department  Rpokespersonu  ])oint  t«  the 
increase  from  $2.2  billion  in  FY  1973  to  $4  billion  in  FY  1975,  but  what  they 
neatly  neglect  to  mention  is  that  the  $2.2  billion  dollar  figure  docs  not  include  the 
cost  of  the  food  commodity  program  for  that  year  while  the  S4  billion  dollar 
figure  for  1975  doeti  include  that  cost. 

As  of  December  1971,  14.9  million  persons  participated  in  either  the  food  utamp 
or  food  commodity  program.  In  September  1974  the  number  of  participants  in 
both  prugramx  wan  I'l  million.  The  lH  million  purticipanta  represent  sub- 
stantially less  than  half  of  the  37  to  HO  million  persons  f^timated  to  be  eligilile 
for  the  program.  The  contention  that  the  food  stamp  prtjgram  is  "out  of  control" 
must  t>e  rettd  i^iuatt  these  figures  and  niu£t  be  rejected  as  an  utterly  spacious  and 
cniel  attempt  at  statistic  juggling. 

Our  first  priority  has  lieen  to  prevent  the  adoption  of  the  flat  309i  rate  increase 
but  there  are  other  eerioun  problcmH  with  the  food  stamp  program. 

First  it  must  be  recognised  that  the  "Economy  Food  Plan"  upon  which  current 
food  stamp  allowances  is  based  is  nutritionally  inadequate.  Medical  experts  and 
nutritionists  within  the  USDA  itself  have  termed  the  economy  food  plan  as 
nutritionally  unsound  over  anything  but  Bhort  periods  of  time. 

L'SDA's  laat  food  consumption  survey,  conducted  in  196.5-66,  showed  that 
only  10%  of  the  famihes  stuiOed,  who  wmb  spending  at  the  level  of  the  econ- 
omy fiKtd  plan  were  obtaining  an  adequate  diet  which  is  defined  as  100%  of  the 
recommended  daily  allowance  of  scv«n  baxic  nutrients.  The  survey  also  found 
that  less  than  50%  of  the  families  stuitied  who  were  spending  at  ttuB  level  w<to 
getting  even  %  of  the  RDA's  of  these  nulrientt^. 

This  study  was  conducted  io  196.1^66,  that  is  ten  yoars  ago.  The  nutritional 
jniidequncy  of  the  economy  food  plan  has  undoubtalily  been  coniixiunded  by 
impact  nf  inflation  on  food  budgets  of  the  poor. 

We  all  worry  about  food  prices  but  there  is  a  difference  between  worrying 
.il>oiit  the  price  of  meat  and  not  eating  at  all.  Inflation  has  had  a  far  greater 
impact  upon  the  chcnper  foods  purchased  by  the  poor  than  the  diet  of  the  middle 

Fur  example,  from  l>ecember  1970  to  March  1974  sirloin  .steak  increased  by 
■3^.9%  but  frankfurters  increased  by  50.9%,  butter  went  up  8.9%  but  margarine 
increased  in  price  by  63%.  Two  stnplfis  at  the  pour  persons  diet  ro«ie  natrononii- 
cully,  a  2,)6.3%  rise  for  dried  beans  and  a  124.3%  increase  in  tiic  price  of  ricp. 

Listed  below  is  a  selection  of  other  poor  peopleN  .ituples  indicating  the  cou- 
wunuT  price  index  increases  from  August  1973  Lo  August  1974. 

bureau  of  Labor  Slaliatica 

Perctnt  PerctHt 

Bean  soup,  canned 52.  7   Chicken  soup 26.  0 

Bread,  white 27.3    Spaghetti,  canned 23.  1 

Cornflakes 27.3    Milt,  fresh,  skim 22.0 

Coffee,  instant 24,7 

Food  stamp  allotments  are  revised  twice  vearlv  in  order  t^i  reflect  changes  in 
the  cost  of  living.  As  of  August  1974,  the  cost  of  the  economy  food  plan  wasS153.00 
for  a  tour  person  household  with  two  school  age  children.  In  January  of  this 
year  the  USDA  announced  that  allotments  for  four  person  households  would 
go  up  from  $150.00  to  $J.'i4.00  per  month.  Unfortunatelv,  the  cost  of  the  food 
plan  had  already  risen  to  $15.'i.lO  per  month  by  September  of  1974  in  October 
it  was  Sl.^fi.OO  a" month  and  by  November  it  ha5  risen  to  S157.20  a  month.  Four 
months  before  the  increase  went  into  effect,  it  was  too  small  to  reflect  the  increase 
in  the  cost  of  livingt 

Food  prices  have  been  rising  faster  than  food  st-amp  )>eneflts  at  least  since 
1970.  Over  the  period  of  December  1970  to  March  1974  food  stamp  beneflta 
increased  34%  while  the  cost  of  food  for  the  economy  plan  rose  41.7%  for  the 
sfiine  period. 

We  con  clearly  see  the  fierce  impact  which  inflation  has  had  upon  the  food 
budgets  of  the'poor.  It  is  fll^o  clear  that  the  mojoritv  of  the  15  million  food 
stamp  recipients  whom  I  repeat  are  overwhelm  in  ^y  efderiy  and  female  headed 
households,  are  not  going  to  get  off  food  stamps  In  a  hurrj-.  If  we  do  not  increase 
the  bafiic  food  stamp  grant  we  are  condemning  thoM  15  million  citliens  to  a 
permanently  inadequate  diet  and  we  are  doing  it  in  the  nameof  "charity". 
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The  Senate  Select  Committee  on  Nutrition  and  Human  Ncedii  has  recommended 
that  food  stamp  allotments  be  based  on  USDA's  "Low  Cost  Food  Plan"  rather 
than  the  minimum  "Economy  Food  Plan".  It  further  recommends  that  families 
with  a  net  income  of  less  than  $100.00  a  month  receive  food  ntampn  free,  and 
that  the  moiiraum  purchase  price  requirement  be  reduced  from  30%  to  20% 
of  adjusted  income.  1  am  in  complete  support  of  these  recommendations  and  I 
)>clieve  the  necessity  for  taking  action  on  them  is  equally  as  important  as  our 
action  in  voting  down  the  30%  rate, 

Secretary  Buts  in  his  testimony  before  your  committee  indicated  that  he 
considered  the  food  stamp  program  welfare  and  would  like  to  see  it  transferred 
out  of  his  department.  Perhaps  we  ought  to  take  him  up  on  this.  We  might 
consider  transferring  the  program  to  an  agency  which  has  a  greater  commitment 
to  outreach  functions.  As  long  aa  this  economy  remains  in  a  downward  elide  we 
shall  have  to  expand  not  reduce  our  food  etamp  programs. 

Our  he-arts  have  gone  out  to  the  starving  citizens  of  Bangladesh,  the  victims  nf 
drought  in  Africa  and  most  recently  to  hungry  refugees  in  Cambodia.  We  should 
be  aware  that  we  have  hungry  and  helpless  citizens  within  our  own  borders.  The 
outlook  is  bleak,  we  had  better  start  dealing  with  our  own  problems  before  we 
become  engulfed  by  them. 

STATEMK^fT  OP  Frank  Ronio,  Jr.,  Hammontok,  NJ. 

Mr.  Chairman  and  dlntinguished  members  of  the  United  States  3enat«  Com- 
mittee on  Agriculture  and  Forestry,  the  future  of  United  States  and  New  Jemey 
agriculture  remains  bright  in  spite'  of  double-digit  inflation,  recession,  stagflation 
and  high  unemploj-ment.  However,  one  not  so  very  bright  spot  looms  over  the 
not  too  distant  norizon  for  agriculture,  namely,  the  demise  of  the  "family  farm" 
and  the  correapondtng  rise  of  a  corporate  structure  known  as  "agribusiness." 

.Agribusiness  invests  more  than  $;i60  billion,  two-thirda  at  the  farm  level 
Mure  than  23  million  people  are  employed  bv  agribusiness  and  related  industries. 
In  1870  the  United  States  ww<  8r,%  rural  and  15%  urban.  In  1975  the  United 
States  is  74%  urban  and  26%mral,  with  the  population  density  being  57.J  persons 
per  square  mile. 

There  are  around  3  million  farms  with  the  average  size  being  from  225  to  3,600 
acres.  More  than  .'54  million  comprise  the  jiopnlution  of  Rural  America  and  the 
United  Slates  per  capita  income  for  1972  wtu*  S4,400  'with  the  gross  national 
product  being  Sl.O.^iU  billion  and  .ngri culture,  forcstrv  and  fisheries  nccounting  for 
0-7  of  the  GNP. 

At  your  1973  he.irings  the  full  impact  and  ramifications  of  the  Julv  8,  1972 
U.S.A.-U.S.S.R.  wheat  deal  had  not  sunk  in  and  were  not  felt  upon  tlie  U.S.A. 
ngrlculturp  and  ecimomv.  At  your  197.')  hearings,  the  opposite  is  the  truth.  The 
July  8,  1972  U.S.A.-U..S.S.R.  wheat  deitl  can  now  be  referred  to  as  the  "grriit 
wheat  steiil''  in  light  of  its  impact  upon  the  price  of  bread,  wheat  and  flour  for  the 
consumer. 

The  July  8,  1972  U.S.A.-I'.S.S.R.  "great  wheat  steal"  hns  now  been  confirmed 
as  one  of  the  primary  caiii'cs  for  double-digit  inflation,  recession,  stagnation  and 
high  unomploynient.  The  Agriculture  Department  and  U.S.A.  agribusines,' 
nniltinatlonal  corporations  are  thus  contributors  to  high  unemployment  in  the 
U.S.A.  via  the  July  8,  1972,  U.S.A.-U.S.S.R.  "great  wheat  steal." 

In  the  United  8tate.s  .igricultural  production  is  )>ased  upon  the  principle  uf 
land  Uiic.  Congress  was  wrong  in  1 974  when  it  failed  to  enact  into  law  Washington 
State  United  States  Senator  Henry  Martin  Jackson's  Senate  Bill  268 — the 
National  Land  Use  Policy  Act.  The  94th  Congress  should  correct  the  error.  I  am 
aUo  opposed  to  enactlnginto  Ian  as  part  of  any  1975  farmlcgislation  any  unreason- 
able Federal  contrr.ls  on  what  farmers  grow  and  their  income.  Such  controls  would 
surely  mean  the  demise  of  the  family  farm. 

My  own  State  of  Now  Jersey  has  devised  a  unique  method  to  preserve  the 
"family  fami"  that  might  be  applicable  nationwide.  New  Jeney,  known  as  the 
er.-twhile  "Garden  Slate",  is  the  most  industrialized,  urisanlzed  and  densely 
populated  state  In  tho  Union  of  50  United  States  of  America  having  21  counties, 
5(i7  separate  municipalities  and  95.1.2  persons  per  square  mile,  New  Jersey 
devoienoneout  of  every  .5  acres  to  agriculture  and  20  out  of  the  21  couaties  report 
some  kind  of  farm  production. 

.  New  Jersey  farmers  produce  more  tium  60  farm  prcducta.  New  Jersey  farms  are 
F)2%  family-owned  and  13%  are  partnerships.  New  Jersey  farms  average  some 
120  acres.  New  Jersey  farms  in  op.'ration  during  1974  were  estimated  at  8,0C0. 
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In  1973  there  were  8,100  furm.i  in  operation.  In  1973  the  Farms  are  expected  to 
decrease  to  7,900.  New  Jersey  1974  larmland  totaled  1,030,000  acres. 

In  1975  New  Jersey  farmland  is  expected  to  decrease  to  1,025,000  acres.  In 
1 9 6o  there  were  11,000  New  Jersey  farms  totaling  1,220,000  acres  with  the  average 
farm  size  being  111  acres.  Stagflation  has  hit  South  Jersey  and  New  Jersey 
agriculture,  Campbell  Soup  Company  in  Camden  City  is  laying  off  employees 
and  reducing  production  of  soup,  canned  and  other  processed  food. 

Campbell  Soup  Compan}'  of  Camden,  New  .lersey  has  around  80%  of  the  na- 
tional soup  market.  Tomatoes  are  New  Jersey's  number  1  cash  crop  which  brought 
New  Jersey  farmers  some  $17,250,000  in  1974.  New  Jersey  growers  harvested 
13.'J0O  acres  of  processed  tomatoes  in  1974.  New  Jersey  has  a  serious  migrant 
labor  problem,  with  February,  1975  farm  labor  salaries  being  S2.20  an  hour. 

The  120-member  New  Jersey  Legislature  passed  the  1964  Farmland  Assessment 
Act  which  provides  that  farmland  be  assessed  on  agricultural  value  and  not  on 
the  value  of  nearby  residential  or  commercial  property.  The  1964  law  slowed  the 
loss  of  farmland  from  a  peak  of  80,000  acres  in  1965  to  an  average  of  10,000  acres 
!i  vear  now.  Even  with  Farmland  Assessment  farm  property  taxes  continued  to 
rise  a  total  of  74%  from  1985  to  1972. 

New  Jersey's  average  of  $21.27  per  acre  is  more  than  7  times  the  national 
average  of  S2.63  an  acre  and  one-third  higher  than  in  Maasachusetts,  the  second — 
highest  state.  To  qualify  for  farmland  assessment  the  property  must  consist  of  at 
Icii'it  5  acres  and  must  show  gross  sales  of  farm  products  of  $500  plus  $5  for  each 
additional  acre, 

I  recommend  that  Congress  and  the  President  enact  into  law  a  National 
Farmland  Assessment  Act  to  preserve  the  "family  farm"  as  opposed  to  the  cor- 
porate structure  known  as  agribusiness. 


St.vtkmest  of  J.4mf,s  E.  iU< 
Association  and  the  Pe.^ 
assoclvtion 

This  is  a  written  submission  in  lieu  of  a  personal  appearance  at  the  hearings  of 
viiur  Committee  to  be  held  on  February  19  pertaining  to  peanut  price  support 
legislation.  The  writer  is  General  Counsel  for  the  National  Confectioners  Associa- 
tion and  fllso  the  Peanut  Butter  Manufacturers  and  Nut  Salters  Association. 
The  industricf  represented  by  these  associations  are  responsible  tor  almost  the 
entire  usage  of  shelled  peanuts  consumed  in  the  United  Stat«a  for  edible  purposes, 
th;it  is,  peanuts  sold  at  prices  reflected  the  full  price  support. 

We  have  not  become  involved  in  the  dispute  which  has  gone  forward  now  for 
several  years  between  peanut  producers,  peanut  shellers,  and  the  United  States 
Dcpiirtment  of  Agriculture  regarding  a  possible  change  in  the  program.  However, 
n  c  do  want  to  express  our  concern  pertaining  to  a  particular  aspect  of  the  subject. 
it  concerns  the  provision  in  the  existing  statut«  for  an  annual  minimum  allotment 
of  1,610,000  acres.  Under  no  conditions  should  this  allotment  be  lowered.  We 
lire  most  anxious  fi.>r  you  and  the  other  members  of  your  Committee  to  understand 
why  we  are  strenuously  opposed  to  a  reduction  in  this  minimum  acreage  allotment. 
It  is  roco^ized  that  m  a  year  of  good  yield  the  quantity  of  peanuts  produced 
in  the  United  States  may  lie  one-third  more  than  is  needed  for  the  manufacturers 
iif  salted  peanuts,  peanut  butter,  peanut  butter  sandwiches,  and  confectionery. 
Hiiwever,  there  is  a  verj'  important  reason  why  this  supply  cushion  should  not  be 
reduced.  It  is  because  there  is  a  \-irtual  embargo  in  accordance  with  Section  23 
of  the  Agricultural  Adjustment  Act  against  the  importation  of  peanuts.  We 
understand  and  recognize  fully  that  this  virtual  embargo  must  be  maintained  in 
effect  as  long  as  the  present  peanut  price  support  program  continues.  Otherwise 
the  cost  to  the  Federal  Government  would  oe  unbelievably  staggering.  This  is, 
however,  where  a  problem  can  occur.  It  has  not  occurred  for  quite  some  years  but 
it  could  occur  in  1975  or  any  future  year.  As  you  well  are  aware,  the  size  of  the 

e'lmut  crop  in  any  given  year  cannot  be  known  until  the  peanuts  have  actually 
■en  received  by  the  peanut  sheller.  Too  much  moisture  or  not  enough  moiature 
during  the  growing  season,  or  very  adverse  weather  conditions  during  harvestiiw 
can  catise  a  crop  failure  in  one  or  more  of  the  three  peanut  producing  areas.  H 
this  occurs  in  only  one  of  the  three  peanut  producing  areas,  an  apparent  abundance 
of  peanuts  can  develop  into  an  actual  shortage  within  a  period  of  a  few  days.  If 
then  we  could  look  to  foreign  sources  for  necessary  emergency  supplies,  we  would 
bo  able  to  live  with  an  acreage  reduction.  We  cannot  do  so  with  the  Section  22 
virtual  Import  embargo  od  peanuts. 
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It  ill  correct  that  there  is  a  procedure  for  casing  Section  22  restr  ctioiDi,  but  from 
the  time  this  procedure  is  inetituted  until  foreign  Buppliefi  can  t>e  obtained,  ix 
period  of  at  least  several  months  elapses  which  is  far  too  long  when  there  is  a 
peanut  supply  shortage. 

Therefore,  our  position  is  (hat  as  long  as  there  is  fi  peanut  price  support  program 
with  the  aecessarj'  Section  22  restrictions  in  effect,  the  minimum  allotment  of 
1,610,000  acres  as  provided  in  the  current  statute  must  not  be  reduced. 

We  request  j-our  very  careful  consideration  of  our  industry  position  concerning 
this  subject. 

Statement  of  Howarh  G.  Kurtj,  Independent  National  Security  Plannino 
Network,  War  Control  Planners,  Inc. 

When  Public  Law  480  was  enacted  the  United  States  had  very  !a^  and 
detrimental  farm  food  surplusew.  Members  of  CimgresH  and  tiie  general  public 
were  well  aware  of  the  situation.  The  public  generally  supported  the  new  law 
culculated  to  relieve  this  domestic  crisis  by  purchikstng  surplus  food  to  be  sent 
abroad  to  hungry  people. 

Today  as  the  new  94th  Congress  attempts  to  think  through  The  Farm  Program, 
the  White  House  obvioasly  is  lost  in  an  unprecedented  world  crisis  now  spreading 
out  of  control.  No  one  yet  has  informed  the  President,  or  the  Members  of  Con- 
gress, or  the  general  public  <if  the  character  and  the  magnitude  of  the  tidal  wave 
of  global  calamity  wnlch  threatens  to  engulf  us  as  a  nation.  When  the  problem 
is  not  grasped,  any  legislation  proposed  or  passed  is  apt  to  be  counterproductive. 

The  following  gross  oversjmplificaticins  ure  offered  to  spark  widest  po3.sible  pro 
and  con  and  creative  professional  and  public  and  political  discussion,  that  the 
Ainericiin  people  and  the  Members  of  Congress  may  better  gra^  the  present, 
deterioniting  situation,  iis  a  background  for  consideration  of  The  Farm  Program. 


There  are  limited  energies  and  resources  within  reach  on  Planet  Earth  at 
acceptable  social  cost. 

Humanity  as  a  whole  might  have  a  future  on  the  planet  if  these  energies  and 
resources  can  be  directed  effectively  toward  production  of  food,  clothing,  housing, 
clean  air  and  water,  health,  education  and  national  security  for  world  populations 
held  within  prudent  limits. 
But  instead 

Increasingly  for  the  past  generation  the  topsecret  command  center  in  the 
Kremlin  and  the  topsecret  command  center  in  the  White  House  have  com- 
mandeered the  cream  of  the  Earth's  energies  and  resources  (and  the  cream  of 
human  creativit}-)  to  l>e  consumed  in  an  ever-escalating  arms  and  power  race, 
already  producing  the  weapons  capable  of  destroying  world  civilization  in  the 
twinkling  of  a  unclear  war. 

The  pLinct  is  not  capable  of  both  (1)  providing  the  necessities  of  Life  for  its 
inhabitants,  and  in  addition  (2)  burning  up  and  wasting  increasing  magnitudes 
of  its  energies  and  re:sources  for  the  runaway  production  of  weapons  of  death  and 
destruction.  Humanity  is  being  given  a  choice  for  losers:— (I)  sudden  death  at 
the  deadly  dead-end  of  the  self-generating  arms  race,  on  the  one  band  or  on  the 
other  hand  (2)  slow  death  as  a  billion  human  beings  face  a  future  of  starvation, 
disease,  pestilence,  pollution,  violence,  agony  and  ugly  death. 

For  some  years  in  the  Congress  the  "doves  '  and  the  "hawks"  have  been  fighting 
each  other  .  .  .  further  dividing  and  weakening  our  already-divided  cum- 
munitcs,  and  congregations,  and  families.  The  "doves"  have  urged  the  U.S.  to 
turn  weak  unilaterally  in  the  face  of  relentless  expansion  of  world  powers  hostile 
to  America,  and  this  would  lead  to  tragedy  and  disaster.  The  "hawks"  have  urged 
the  U.S.  to  continue  to  bum  up  its  scarce  energies  and  resources  in  the  raging 
race  to  produce  weapons  of  death  which  now  have  become  suicidal.  Even  our 
enemies  now  know  the  White  House  threat  of  nuclear  war  is  a  bluff,  and  that  if 
the  President  made  good  the  threat  of  nuclear  war  (whether  as  first  strike,  or 
second  strike,  or  counter  force,  or  the  new-fangled  retargeting,  or  retaliation,  or 
any  other  press  conference  cliche)  he  would  kill  off  the  American  people  in  the 
CDsuins  obliterating  world  holocaust. 

Neither  the  "doves"  nor  the  "hawks"  in  Congress  have  provided  leadership 
toward  a  new  U.S.  Grand  Strategy  or  a  transcendent  commitment  of  American 
creativity  and  power  for  world  leadership  toward  a  civilized  world  order,  within 
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which  iill  nations  will  find  national  securit;,  and  political  independence,  and  fais 
iicccss  to  the  energies  and  resources  and  know-bow  to  provide  for  the  neceseitier 
of  Life  for  its  people. 

Operating  in  disregard  for  the  elected  Congress,  the  topsecret  White  House 
coinninnd  sanctuary  has  failed,  under  Democratic  and  Republican  Presidentn,  to 
provide  the  global  objectives  and  strategy  which  des<erve  the  sacrificial  support 
i>f  the  American  people. 

BEST  KEPT  SECRET  IN  WA3HIN0T0N — THE  STRATEGIC  3ITCAT10H 

There  are  more  than  l-iO  sovereign  nations  on  the  planet. 
The  patriotic  people  of  the^  nations  have  not  attached  their  support  to  either 
Kremliii  or  White  House  side  of  the  ever-expanding  race  producing  the  power  to 
cxlcrtninftte  all  living  persons,  everywhere.  No  great  political  genius  is  required 
to  recognize  that  this  race  for  the  power  to  create  man-made  doomsday  is  not  a 
I>ot>ular  world  issue. 

tercn  if  Ike  t)4lh  Congress  doublet  ike  Pentagon  budget,  there  is  no  possible  wan 
Ike  expniinion  of  world  powers  hostile  lo  America  can  be  stopped  by  American  threats 
In  commit  national  suicide  in  lermiiuit  world  oblileralion  of  nuclear  war.  The  National 
Security  Council  and  Staff  now  ba^e  strategic  planning  on  the  conception  of 
escalating  American  power  to  destroy  humanity,  balanced  against  escalniing 
S<>\'ict  |>owor  to  destroy  humanitv,  balanced  against  escalating  Chinese,  and 
ICuropean,  and  Japanese,  and  Israeli,  and  Indian,  and  Egyptian  powers  to  ignite 
the  final  di.^aster  (like  tos.sing  one  small  match  into  a  large  fireworks  taelnry>, 
biiinnced  DKaiust  the  fact  that  in  live  years  perhaps  thirty  of  the.-te  nations  will 
possess  nuclear  weapons,  balanced  against  the  added  fact  that  by  then  non- 
n^Llions  (like  the  Mafia,  the  Terrorist.i,  the  Kidnappers,  the  Hijackers)  will  be 
able  to  buy  or  steal  these  weapons  to  hold  all  humanity  hostage. 

This  is  the  obsolete  "balance  of  power"  diplomacy  of  the  powerful  interest*) 
which  surround,  and  isolate,  and  hold  intellectual  captive  the  men  who  liecome 
President  of  the  United  States  ...  as  an  impotent  Congress  fiddles  and  faddles 
with  small  mattere. 
If'i.'lile  lo  the  United  Stales 

The  iiicreo.-'ing  strategic  power  of  the  Soviet  Union  continues  to  escalate  its 
weapons  of  destruction  .  .  .  and  the  increasing  strategic  power  of  China  con- 
tinues its  slightly  different  strategic  long  range  projection  with  the  less  developed 
nations  .  .  .  and  currently  77  Dations  vote  (iiianimoU''ly  against  the  United 
States  in  the  recent  United  Nations  Sessions  ...  as  year  by  year  the  nuclear 
power  of  these  hostile  forces  continues  to  escalate. 

Hut  tid;il  waves  of  human  relief  and  renewed  hope  for  life  may  sweep  across 
world  civilization  in  support  of  either  the  Soviet  Union  or  the  United  States, 
whichever  superpower  becomes  capable  of  greatness,  capable  of  nobility,  capalite 
of  a  massive,  sustained  commitment  of  its  national  creativity  and  power  to  the 
strategic  objective  of  pioneering  the  global  systems  and  instilution-s  of  future 
global  society,  and  civilized  world  order,  witliin  which  there  will  be  war  no  more 
ikniong  nations,  and  the  scarce  energies  and  resources  of  the  Earth  can  be  directed 
toward  providing  the  necessitie.i  of  Life  for  human  beings  of  all  natioas. 

The  American  people  have  the  creativity  and  the  ijower  to  (1)  meet  all  require- 
ments for  national  defense,  and  in  addition  (2)  lead  the  world  pioneering  the 
gl'ibid  teeiinologies  and  management  systems  and  know-how  to  hel])  all  nations, 
large  and  small,  developed  and  developing,  to  improve  feeding  their  own  hungry, 
clothing  their  own  naked,  hou'^ing  their  own  exposed,  wanning  their  own  shiver- 
ing, healing  their  own  sick  and  maintaining  their  own  independence  ond  natiomil 
security.  2tlissing  is  either  a  President,  or  a  Congress,  willing  to  provide  the 
leadership  around  which  the  American  people  can  rally  for  the  most  complex, 
and  most  difficult,  long  range  challenge  in  history. 

When  Public  Law  480  was  enacted  America  made  gestures  to  feed  hungry 
people  in  foreign  lands,  to  help  out  our  own  farmers.  The  imperative  today  is  a 
far  greater  vision  and  a  commitment  of  the  American  people  to  help  the  people 
of  all  land-i  in  their  struggles  for  security  and  for  progress.  What  is  needed  now 
is  a  "Peace  Corps"  magnified  a  thousand  times  by  modern  American  global  sys- 
tems technologies  and  management  skills,  moving  out  across  the  world  to  help 
the  people  of  other  countries  through  the  barriers  of  food  and  survival  crisw. 
What  is  needed  now  is  a  historic  new  A.I.D.  program  not  operating  on  sn^oU 
and  shrinking  budget.!  for  sentimental  or  propaganda  gestures,  but  very -!ar((e 
scale,  long  range  sustained  comooitmeats  to  provide  assistance  for  devflopment 
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in  Ipsrier  dcvclcijjed  nntirins  with  a  grim  realization  that  unless  we  can  help  tliet« 
nations  rise  in  the  coming  generation  to  civilized  levels  of  existence,  they  most 
certainly  will  drag  the  American  people  down  to  leas-than-subBisteDce  levels  of 
poverty. 

What  is  needed  now  is  a  new  ma^itude  of  leiidemhip  either  in  the  White 
House  or  in  the  Congress  or,  preferably,  both- — capable  of  (1)  meeting  all  re- 
quirements for  short  range  defense  against  hostile  powers,  and  in  addition  (21 
providing  American  Icadershio  toward  future  structures  of  lasting  world  peace 
through  world  law,  within  global  systems  and  instrumentalities  where  people 
and  nations  will  find  their  security  and  wellbeing  by  guarding  the  security  and 
wellbeing  of  their  enemies  and  their  neighbors  as  themselves  (in  the  tradition 
of  the  world's  major  religious  and  ethnical  movements). 

ONI  CONCRETE   EXAUFLl 

In  addition  to  all  requircmenln  for  national  defense,  Senator  Frank  E.  Mos.', 
Chairman  of  the  Aeronautical  and  Space  Scicnce-i  Committee  durirg  the  last 
Congress  held  lengthy  Hearing*  on  the  fabulous  successes  of  the  NASA  Earth 
Resources  Technology  Satellite  (ERTS-1).  This  is  a  reniote-sennins  earth- 
orbiting  satellite,  garnering  global  information  important  to  the  development 
and  well-being  of  ALL  nations.  The  results  of  this  two  year  experiment  have  been 
so  amazing  that  Senator  Sloss  wrote  directly  to  the  White  House,  urging  a  large 
scale,  continuing  American  commitment  to  thin  research  and  development 
and  operation  to  ser\'e  the  need^  of  the  world's  consumers  in  all  nations,  especially 
in  relation  to  world  public  attention  focused  on  the  World  Food  Conference 
in  Rome  last  July.  Senator  Moss  went  further  in  proposing  AMENDMENT 
No.  1996  to  S. 23-50  to  put  thi.s  vision  into  large  scale  operation,  continuing  and 
expanding  the  budgets  for  the  NASA  ERTS  sntellites  (now  renamed  "LAND- 
SAT"). 

In  the  House  of  Representatives  Congressman  James  W.  Symington,  Chair- 
man of  the  Snuce  Science  and  Applications  Subcommittee  of  the  Science  and 
Astronautics  Committee  also  held  depth  Hearings  on  these  new  global  civilian 
information-gathering  satellites.  Congressman  Symington  introduced  H.U.  17534, 
with  sixteen  co-^pon'<o^4,  calling  for  expanded  and  continued  U.S.  long  range 
commitment  to  research  and  development  and  operation  of  these  pro-human 
earth-orbiting  satellites,  to  serve  the  needs  of  underdeveloped  humanity. 

In  addition  to  all  requirements  for  national  defense,  the  U.S.  could  electrify 
world  population"!  on  both  sides  of  all  conflicts  by  a  commitment  to  continue  the 
pioneering  work  already  well  under  way.  As  President  Kennedy  and  Congress 
focused  world  attention  on  an  awesome  commitment  of  American  creativity 
and  power  to  make  the  Moon  safe  for  human  visits  in  the  1960s  ...  so  today 
President  Ford  and  the  Congress  could  chart  a  new  historic  coiirse  for  humanity 
by  the  awesome  commitment  of  American  creativity  and  power  to  the  task  of 
making  Planet  Rarth  a  safe  and  decent  nlaee  for  future  generations  everywhere. 

During  two  years  in  intensive  research,  this  ERTS-1  satellite  has  established 
that  .  .  .  with  continued  and  increased  research  and  development  and  demon- 
stration ...  it  will  be  possible  to  maintain  an  inventory  of  all  crops  in  all  nations, 
and  to  determine  the  age  of  the  crops,  the  health  of  the  crops,  and  the  cetimates 
of  future  crop  production.  At  present  computers  can  identify  17  different  crops 
but  progress  is  being  made.  With  infrared  instruments  healthy  crops  can  be  dis- 
tinguished from  blight  or  crop  disease.  Chemical  content  of  soil  can  be  determined 
from  outerspace,  making  future  crops  production  more  accurately  guessed.  With 
other  meteorological  satellites,  long  range  weather  reporting  can  add  to  the 
accuracy  of  the  forecasts.  In  a  few  years  it  will  for  would)  be  possible  to  maintain 
an  inventory  of  food  production  and  potential  food  shortoges,  everywhere  in  the 
world,  OS  part  of  continuing  global  concern  and  commitment  that  human  bctn^ 
shall  not  starve  or  deteriorate  through  insufficient  nutrition. 

It  will  be  possible  to  monitor  and  manage  all  the  forests  of  the  world,  even  in 
remote  areas  where  man  never  has  penetrated.  It  will  be  possible  to  monitor  and 
inventory  all  range  cattle  everywhere.  It  will  be  possible  to  survey  arable  lands 
for  the  entire  planet  and  to  monitor  land  use.  It  will  be  possible  to  mcnitor  the 
pollution  of  land  and  sea  and  air,  for  the  Earth.  It  will  be  possible  to  monitor  and 
manage  water  resources  for  the  planet,  and  to  discover  new  sources  for  life-^ving 
water.  It  will  be  possible  to  map  all  areas  in  all  nations,  to  help  all  nations  build 
up  the  basic  information  for  their  own  future  de\-elopnient.  It  will  be  possible  to 
locate  areas  where  gas  and  oil  and  other  underground  resources  will  be  apt  to  be 
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found,  in  the  effort  to  help  all  humanity  find  the  energies  and  reBOurcea  lorBurvi- 
ral  and  progress. 

The  list  of  pro-human  services  which  can  be  made  available  to  the  nfttioni  of 
the  world  is  almost  endleM,  as  this  new  door  of  advanced  global  systems  technot- 
Of;ie!s  and  manaejement  skills  opens  up  to  allow  the  view  of  a  new  Age  of  Global 
Compassionate  Power  systems  and  institutions  ...  in  contrast  to  the  p&St 
generation's  preoccupation  developing  the  weapons  now  capable  cf  killing  off 
every  man,  woman,  and  child  now  ftlive,  anywhere. 

The  American  people  are  capable  of  greatness  and  nobility  beyond  any  of  the 
small  ideas  of  the  White  House  or  the  Congress.  ^^Tiat  a  new  America  it  might  be 
if  we,  the  American  people,  are  released  to  (1)  meet  all  requirements  for  national 
defense,  and  in  addition  (2)  provide  a  generation  of  creativity  and  leadership 
without  precedent,  helping  the  world's  people  gain  forward  momentum  in  their 
struggle  for  security  ana  for  the  essentials  of  Life  and  for  independence! 

W  o  respectfully  Huggest  that  it  will  be  impossible  for  your  Committee  to  con- 
sider "The  Farm  Problem"  in  the  midst  of  runaway  world  crises,  without  some- 
how arranging  to  have  joint  Hearings  with  the  Senate  Aeronautical  and  Space 
Sciences  Committee,  and  other  Committees  ralevent  to  the  breakthrough  eye-in- 
th<>-Hky  satellites. 

We  are  suggesting  the  President  Eisenhower  "Open  Skies  Policy"  now  magni- 
fied by  many  magnitudes  by  the  relentless  forward  march  of  modem  global  systems 
technologies  and  management  skills  and  profesKional  know-how  in  many  fleldi). 

W'e  are  suggesting  a  conservative  new  U.S.  grand  strategy  committed  to  the 
conservation  of  humanity,  rather  than  threatening  its  extinction. 

There  is  no  way  the  expanding  world  powers  hostile  to  America  can  be  stopped 
by  escalating  the  power  to  destroy  oiireelves  in  nuclear  holocaust.  They  can  only 
be  topped  by  a  larger  idea  a  more  noble  vision  than  our  opponents! 

Where  atomic  physicists  provided  the  leading  edge  for  the  breakthrough  into 
the  Age  of  Nuclear  Power,  agricultural  profes.sionals  working  with  many  other 
professional  may  have  to  provide  the  leading  edge  for  breakthrough  into  the  new 
Age  of  Compassionate  Power. 

To  focus  your  attention  behind  the  privileged  walls  of  the  White  House  the 
OfGce  of  Management  and  Budget  has  killed  ALL  budgets  for  the  pro-human 
NASA  Ivarth  Resources  Technology  Satellites  after  the  second  exjiorjmental 
launch  now  scheduled  for  the  21st  of  this  month.  UMB  is  hostile  to  everything 
we  have  projected  above. 

The  Congress  appears  to  be  impotent  in  confrontation  with  the  Office  of  Man- 
agement II nd  Budget,  in  this  instance,  as  in  others. 

We  are  not  lobiiylsts.  We  are  not  sceldng  your  support  or  endorsement  for  any 
legislation  or  political  iLclion.  Our  mission  through  tbe  ycois  has  been  to  stimulate 
widest  possible  pro  and  con  and  creative  profession:^  and  public  and  political 
discussion  of  emerging  new  global  systems  technoiogieB  and  management  skills, 
and  ways  in  which  they  can  be  utilized  to  protect  and  enrich  Life  on  the  planet  for 
humanity,  as  effectively  as  in  the  past  we  have  led  the  world  developing  the  powers 
to  destroy  world  civilization. 

You  might  wish  to  discuss  with  Senator  Moss  the  ways  of  bringing  the  Office 
of  Management  and  Budget  oliieetives  and  strategies  and  policies  out  in  the 
oiien  f'lr  full  public  di»cu.ssion.  Whether  there  will  be  a  future  for  humanity  on 
plant  Kurth  may  be  in  balance. 


CHAUBEB    OF    COMMERCE 

To;  The  Senate  Committee  on  Agriculture  and  Forestry,  Government  Farm 
Programs 

The  Agriculture  Committee  on  the  Huntsville- Madison  Countv  Chamber  of 
Commerce  has  been  briefed  on  the  testimonies  of  Mr.  Bob  (i.  Hughes,  Vice- 
President  of  the  First  Alabama  Bank  of  Huntsvillc ;  and  of  Alabama  State  Senator 
Albert  C.  McDonald.  Both  these  men  are  activefarmersandare  vitally  interested 
in  the  welfare  of  agriculture  today  and  in  the  years  to  come. 

The  Huntsville-Madison  Countv  Chamber  of  Commerce  Agriculture  Com- 
mittee endorses  their  statement.  We  also  urge  prompt  action  in  implementing  a 
revised  Farm  Program.  This  action  will  enable  farmers  to  plan  their  production 
for  1975  crop  year. 
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Statement  op  Grobce  B.  Murpht,  Tanwew,  Ala. 
To  W\<mi  It  May  Coneem: 

I  will  make  this  as  brief  as  possible.  My  home  is  Tanner,  Alabama.  I  am  » 
cotton  ginner  with  14  cotton  g^n.s  located  in  10  counties  in  Northun  Alabama 
and  Southern  Tennca»ce.  I  have  quite  a  bit  of  Tajm  land  mTself  and  I  am  familiar 
with  the  operatiOD9  of  about  2500  men  who  gin  cotton  with  me  in  the  10  counties 
I  am  located  in. 

Unless  we  have  some  kind  of  government  program  with  a  decent  loan  or  a  peg 
itricc  ot  some  sort,  a  big  percent  of  the  farmers  will  bankrupt.  It  is  a  faot  that 
loan  companies  and  banks  are  not  going  along  with  the  farmers,  knowing  they  are 
going  to  come  out  deep  in  the  red  to  start  with. 

I  have  figures  that  were  made  up  from  my  ow(i  farm  and  other  farms  in  this 
vicinity.  It  will  cost  the  farmers  3325.  a  bale  for  materials  and  labor  to  grow  a 
Itule  of  cotton  at  the  present  market  prices  of  supplies. 

The  average  price  cotton  is  selling  for  at  the  present  is  $17.t  a  bale.  If  thev 
make  a  bale  to  the  acre  they  will  have  a  loss  of  $50,  per  bale.  It  is  very  setdom 
the.v  make  a  bale  to  the  acre.  The  farmers  are  having  sales  all  over  the  stAtc, 
selling  their  equipment  for  whatever  they  can  get  fur  it  at  auction  and  quitting. 
TIic-o  are  facts. 

Statement  of  Robert  Robbins,  Altus,  Okla. 

I  am  a  Southwestern  Oklahoma  irrigated  cotton  farmer.  As  you  can  see  by  [□>' 
cttimatcd  cost,  I  can  grow  cotton  for  about  38  cents  per  pound. 

1  would  like  to  see  the  Government  Loan  raised  to  38  cents  per  pound.  TIuj 
will  make  it  possible  to  get  credit  at  Altus  Production  Credit  Association. 

I  do  not  want  the  loan  to  be  so  high  that  it  would  serve  as  a  welfare  check. 
Instead,  I  would  like  it  to  be  set  at  a  rate  which  would  serve  as  a  floor.  In  this 
war,  I  can  get  credit  and  not  go  broko  in  case  of  overproduction  which  would 
result  in  excessively  low  market  prices. 

I  agn^  with  Secretary  Buti's  plans  if  the  government  will  or  would  allow  it  to 
v'ork.  However,  previous  examples  show  that  thus  far  they  have  not  done  fo. 
For  example,  note  such  cases  as  the  freeze  on  beef,  stoppage  of  sales  of  soybean 
exports,  wheat  siiles  to  foreign  countries  and  "talk"  of  other  controls  on  exportu 
that  have  alfected  our  market. 

it  we  are  going  to  bo  asked  to  overproduce  in  order  that  we  will  Ijc  able  to 
supply  food  ctioaply  to  our  own  country,  and  be  able  to  export  to  foreign  countries 
as  well,  then  it  is  of  extreme  importance  that  we  have  a  floor. 

It  is  also  of  equal  importance  that  the  floor  not  be  raised  too  high.  If  this 
should  happen,  then  farmers  who  arc  not  efficient  cotton  farmers  and  who  are 
not  interested  in  actually  producing  cotton  will  grow  cotton  simply  to  be  able 
to  be  eligible  for  the  loan.  Such  actions  would  ultimately  result  In  the  enforce- 
ment of  rigid  acreage  controls.  I  feel  this  definitely  would  not  be  of  benefit  to  all 
farmers  whose  main  interest  is  in  continual  improvement  in  production  and 
marketing  of  cotton. 

Under  Secretary  Butz's  plan,  there  would  be  years  when  the  price  of  cotton 
would  be  high  and  other  yi^ars  when  the  price  of  cotton  would  be  low.  However, 
I  bdieve,  that  over  a  span  of  years,  prices  would  average  out;  so  that  a  good 
cotton  farmer  would  be  able  to  make  a  profit.  The  Federal  Government,  however, 
will  not  allow  the  cottim  to  reach  its  nigh  peak  on  those  years  when  the  price 
would  he  high.  AUo,  there  is  some  proof  tnnt  wide  swings  in  the  price  of  cotton 
hurts  its  competitiveness  with  synthetic  fibers. 

Thus,  it  is  for  these  reasons  that  I  urze  you  to  set  the  loan  rate  at  38  cents  per 
pound.  In  which  case  cotton  would  sell  at  a  price  slightly  over  the  loan  which 
would  be  profit.  Also,  thurc  is  some  profit  in  the  sale  of  cotton  seed  over  cost  of 
fiinning. 

■Senator  llumplircy's  jilan  will,  without  doubt,  prove  disastrous  for  the  cotton 

Actually,  I  believe  your  plan  to  put  the  Escalator  Clause  into  effect  on  the  107-> 
en>i>  may  very  well  l)e  what  is  needed, 
rinclosurf. 
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COST  FROJECTtONe,  IBBIOATXD  COTTON,  ACBB  BASES 

Expenses  baaed  upon  current  cost  and  average  production  of  600  pounds  of  lint 
Der  acre. 

Cotton  3;ed ._ - »7.  00 

Pre-merge,  herbicides,  and  application 11.  00 

Fertilizer  and  application 10.  80 

Preparing  seed  bed  and  planting 15.  25 

Cultivation  (3)_-_ ^- 7.  fiO 

Preparing  for  irrigation b.  00 

Hand  labor,  weeding 9.  00 

Cost  of  irrigation 8.  00 

Labor  for  irrigation 6.  00 

Insecticides _ 40.00 

Harvest  cost - 48.00 

Interest 7.30 

Total  operating 174.  8.'> 

Capital  cost:  tractor  and  equipment  investment 12.00 

Cost  rent  per  acre. _.. 40.00 

Total - - - 226.86 


The  Leasoe  of  WoiMa  Votbn  of  the  United  States  vekwmu  the  cf)pprtuBity 
to  submit  this  statement  for  tJie  heaiiag  record  en  S.  13,  aawcndmenta  to  the  Food 
Stamp  Act  of  IS&4.  May  we  first  note  toe  League's  ^preciation  for  the  effort?  of 
Members  of  Congrcas  wbe  reoently  blocked  Adnuoistratioa  attempts  to  increase 
food  stamp  costs. 

Freezing  food  stamp  pric«s  at  last  year's  lev^  is  only  &  stopgt^i  measure  and 
Congress  must  now  face  the  taslK  of  reviaing  the  program  towards  improving  its 
administration  and  delivery. 

The  League  recently  reaffirmed  its  commitment  to  seeing  that  the  disadvantaged 
are  not  asked  to  bear  a  disproportionate  burden  in  a  period  of  economic  distrest. 
The  League  has  lon^  supported  the  federal  government's  responsibility  forpro- 
viding  income  and  in-kind  assistance,  such  as  food  stamps,  to  the  poor.  Tncse 
types  of  programs  are  even  more  imperative  in  hard  times,  thougn  there  will 
always  be  a  need  to  provide  buch  services  no  matter  what  the  state  of  the  economy. 

The  League,  lilce  many  MembM^  of  Congress,  recognizes  that  there  have  been 
some  abuses  in  the  food  stamp  program,  but  we  believe  that  those  needing  tbc 
program  should  not  suffer  because  of  the  actions  by  the  few.  Nor  should  such 
abuses  result  in  a  severe  tightening  of  clidbility  requirements  so  that  nct'dy 
recipients  are  excluded  from  tlie  program.  We  woula  hope  that  the  goal  of  a 
comprehensive  review  would  be  to  increase  rather  than  niduce  benefits  and  to 
broaden  eligibility  criteria. 

We  concur  with  the  findings  of  the  Joint  Economic  Committee  in  its  r«)ort, 
"Achieving  Price  StabLity  Through  Economic  Growth"  (December  23,  1974) 
which  called  for  reforms  in  the  program.  The  report  recognizes  that  immediate 
improvements  are  needed  to  help  many  poorer  Americans  who  have  suffered 
Sreatly  from  severe  inflation  and  recession.  The  food  stamp  program  is  singled 
out  for  reform  because,  of  all  income  support  programs,  it  reaches  the  largest 
number  of  those  in  need.  It  also  focuses  on  a  basic  necessity— food — which  naa 
risen  sharply  in  price.  And,  it  is  a  program  which  can  be  made  more  effective 
through  administrative  changes,  not  requiring  a  major  overhaul  of  the  program 
itself. 

8.  13  contains  provisions  that  would  bring  about  some  of  the  needed  chancee 
in  two  major  areas. 


,y  Google 


KLIOIBILITT 

The  League  endorses  Section  2  which  would  enable  unrelated  individuals 
under  fiO  in  the  same  household  to  receive  food  stamps.  The  Supreme  Court 
decided  in  Moreno  w  U8DA  (June  25,  1973)  that  this  provision  did  not  furtlier 
any  legitimate  governmental  interest.  In  operation,  the  Court  found  that  the 
provision  had  the  result  of  denying  aid  to  ''those  who  so  desperately  need  aid 
that  they  cannot  afford  to  alter  their  living  arrangemcnta  bo  as  to  retain  their 
eligibility." 

We  support  part  b  of  Section  3  which  would  delete  the  provision  in  subsection 
nth)  of  the  Food  Stamp  Act  which  proltibits  the  participation  of  certain  tax 
dependents  in  the  program.  Here  i^ain,  the  Supreme  Court  determined  in 
MuTTji  V.  USDA  (June  2-j,  1973)  that  section  5(b),  which  provides  that  an  eligible 
household  wherein  one  member  at  least  18  years  old  is  claimed  as  a  tax  dependent 
for  federal  income  tax  purposes  by  a  member  of  an  ineligible  household  (thereby 
mtkking  the  eligible  household  ineligible  for  a  period  of  two  years),  was  uncou' 
stitutional.  In  effect,  therefore,  the  tax  dependency  provision  is  now  inoperative. 

We  support  Section  6  which  would  allow  all  incapacitated  jtersons.  not  just 
those  over  60,  to  pay  for  meals-on-wheels  with  food  stamps  insteatl  of  cosh. 
'  We  support  part  a  of  Section  3  which  would  delete  those  hausing  payments-in* 
kind  which  do  not  exceed  S25  from  the  standards  of  eligitiility.  In  an  analyaia 
uecompanying  S.  13  it  was  noted  that  state  welfare  agencies  find  it  difficult  to 
administer  this  provision  because  they  are  not  housing  experts  and  must  turn 
to  other  agencies  for  assistance  in  assessing  the  value  of  In-kind  housins.  "ITiua 
possible  savings  to  the  program  are  offset  by  the  complexities  involvea  in  ltd- 
njinistering  this  provision. 

COST 

The  League  supports  part  b  of  Section  1  which  would  redube  the  maximum 
pi^rcentage  a  household  now  pays  of  Its  Income  foOd  stamps  from  30%  to  25% 
while  those  now  paying  between  10%  and  20%  would  continue  to  pay  the  same 
percentage.  League  mcmbent  would  be  in  favor  of  Congress  considerinK  even  fur- 
ther reductions  in  the  maximum  percentage  a  household  now  pays  lor  st-unpa. 

The  Administration's  attempt  to  raise  tne  price  of  food  stamps  has  made  all 
of  IIS  aware  of  the  need  for  rcnorm.  The  households  eligible  for  stamps  increase 
daily  an  the  tentacles  of  inflation  and  recession  encroach  on  moderate-income 
families  who  find  that  today's  prices  makK  it  difficult,  if  not  impossible,  to  "price 
down"  in  their  buying  and  eatmg  habits. 

We  realize  that,  if  passed  in  toto,  S.  13  will  not  correct  all  the  problems  of  the 
food  stamp  program,  we  would  like,  therefore,  to  mention  three  areas  of  revision 
Congress  might  consider  in  oversight  hearings: 

Accelerating  the  certification  process.  The  "new"  fond  stamp  recipients  are 
enco tin tering  some  of  the  problems  which  havepla^ued  the  program  forsome  time, 
one  being  the  lon^  delay  between  the  initial  interview  and  receipt  of  food  stamps. 

Another  issue  is  the  regressiveness  of  the  program  wherein  the  itemiied  de- 
ductions result  in  greater  benelits  for  recipients  at  the  upper  end  of  the 
scale.  Jodie  "T.  Allen  noted  in  "Reforming  the  Food  Stamp  Program"  (Washington 
Post,  February  1,  lOT.i)  the  additional  inequities  from  loopholes  in  itemiatd 
deductions.  Allen  found,  for  example,  thai :  "Among  participating  families  of  four, 
those  with  less  than  SlOO  of  monthly  income  claim  less  tlian  $T.t  in  deductions 
per  month  on  the  average,  while  those  with  over  SOOO  of  monthly  income  cjaim 
deductions  of  over  8225.''^' 

Uniformity  of  administration  is  another  ama  in  need  of  ri'torm.  For  example, 
vye  understand  that  food  advocacy  groups,  like  the  Food  Research  and  Action 
Center,  have  filed  suit  agriinst  several  states  because  they  fail  to  publicixe  the 
food  stamj)  program  despite  the  fact  that  federal  law  requires  staten  to  develop 
outreach  plans.  The  League  would  support  the  earmarking  of  specific  funds  to 
welfare  or  other  appropriate  local  agencies  for  Implementing  outreach  programs. 
The  practice  of  not  publicizing  the  program  has,  in  our  opinion,  resulted  in  the 
fact  that  only  half  oi  those  eligible  tor  st.imps  currently  participate. 

No  c:isy  solutions  lie  ahead.  Nevertheless,  the  League  cannot  overemphasiie 
the  need  for  Congre3s  to  commit  itself  to  instituting  substantive  and  permanent 
Improvements  to  the  program.  The  League  will  continue  to  closely  follow  the  prog- 
ress of  the  Congressional  reevalualion  of  the  program. 


„Google 


Mv  nume  is  Arnold  Mayer.  I  am  the  Legislative  Representative  of  the  Amal- 
giimated  Meat  Cutters  and  Butcher  Worltmen  (AFL-CIO). 

The  Amalgamated  is  a  labor  union  with  500,000  members  orKaniied  in  about 
.'lOO  local  unions  throughout  the  United  States  and  Canada.  The  Amalgamated 
:ind  its  local  unions  have  contracta  with  thousands  of  employers  in  the  meat, 
ri'tiiil,    poultry,   egg,    canning,    leather,    fish   processing,   sugar   retining   and  fur 

As  the  Committee  knows,  our  Union  has  long  been  concerned  with  the  food 
.■-t:mip  program.  Wc  believe  it  is  an  essential  and  vital  government  effort  to 
prevent  millions  of  Americans  from  suffering  hunger  and  malnutrition.  It  is 
literally  preventing  some  of  our  fellow  citieens  from  starving  and  is  especially 
important  now  while  our  nation  is  going  headlong  into  a  depression.  The  prognun 
i^  also  important  to  the  health  of  the  food  industry  since  it  permits  some  1/  million 
persons  to  purchase  an  adequate  amount  of  food  through  normal  distribution 
channels. 

I,  NEEDED  PROGRAM  IMPROVEUENTB 

Our  statement  ia  di\'ided  into  two  ports:  The  first  deals  with  the  changes  we 
believe  are  immediately  necessary  in  the  present  food  stamp  program.  The  second 
discusses  some  of  the  consequences  of  the  arguments  made  to  ban  striliera  from 
food  stamp  eligibility. 

Wc  are  delighted  that  this  Committee  is  reviewing  the  food  stamp  program. 
There  are  several  important  revisions  in  the  program  which  we  b^eve  should  ht 
made  at  the  earliest  possible  date. 
Speed  appliealion  process 

First,  the  Congress  should  require  the  food  stamp  application  process  to  be 
speeded  up.  Across  the  country,  tens  of  thoiisandsior  Americans  who  have  lost 
tneir  jo)>s  arc  unable  to  get  into  the  food  stamp  program  because  local  food  stamp 
(ifficcs  are  not  adequately  staffed.  A  growing  number  of  reports  show  that  waits 
of  4  to  10  weeiis  just  for  an  appointment  to  apply  for  food  stamps  are  increasingly 
common.  Local  of&cials  can  then  take  an  additional  'iO  days  to  process  appUca- 
tions  and  some  jurisdictions  fail  to  act  within  this  SOnjay  limit. 

In  areim  without  an  appointment  system,  a  "first  come — first  served"  procedure 
i.'  used  at  the  food  stamp  office.  Only  those  who  line  up  by  4,  5,  or  6  a.m.  are  able 
lo  get  an  interview.  Thousands  line  up  for  hours  only  to  be  sent  home  without 
lui  interview  and  with  instruction.^  to  line  up  on  another  diiy. 

What  are  tamihes  whose  head  of  household  cannot  find  work  to  do  for  food  as 
the  weeks  and  months  go  by  and  they  wait  for  a  food  stamp  appointment?  What 
nro  the  elderly,  blind  and  disabled — living  on  fixed  incomes— to  do  as  they  wait 
S  weeks?  What  are  mothers  with  infants— who  may  suffer  irreversible  physical 
;ind  mentiii  impairment  from  malnutrition  during  the  first  months  of  life — to  do 
during  this  difficult  time?  It  is  little  wonder  that  the  Los  Angeles  police,  and 
Ijrnlmhly  other  police  forces,  are  currently  training  to  deal  with  food  riota! 

We  Tirge  that  this  Committee  respond  to  the  economic  emergency  and  act 
decisively  to  ensure  that  t^  food  stamp  applicants  nre  fully  processed  within  15 
d;iys  of  their  initial  contact  with  the  food  stamp  office.  Such  a  decision  requires 
not  only  statutory  instructions,  but  alio  additional  funds  for  the  hiring  of  loci^ 
food  stamp  personnel. 
Reduce  fuod  ulamp  prices 

Wo  also  urge  that  the  Committee  reduce  food  stamp  prices.  The  average  food 
stamp  recipient  todiiy  pays  more  than  25  percent  of  net  income  to  purchase  food 
:itnmi)s  each  nionth.  (Studies  performed  in  recent  years  indicate  that  the  high  prices 
currently  chi(n!ed  for  stamps  are  the  principal  reason  why  a  large  number  of 
low  income  elderly  and  working  poor  who  need  and  are  eligible  for  food  stamps 
h-.tvi-  nut  enrolled  in  the  program. 

Ill  rpL-cnt  years,  the  cost  of  rent,  heating  fuel,  clothing  and  other  necessities  has 
ri-ien  sharply,  ITiese  ciists  must  be  paid  if  a  family  is  to  have  shelter.  These  families, 
therefore,  find  it  considerably  more  difficult  to  pay  the  same  percentage  of  income 
for  food  stamps  today  as  they  spent  three  or  four  years  ago.  This  fact  Ls  demon- 
strated by  a  recent  Department  of  Health,  Education  and  Weffare  study  docu- 
menting that  the  current  inflation  has  been  20  percent  worse  for  the  poor  than 
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for  other  segment*!  of  the  population.  ("Technical  AniJysis  Paper  No.  2:  The 
Impacts  of  Inflation  and  Higher  Unemploymcni:  With  Emphasia  on  the  Lower 
Income  Population,"  HEW  Department,  October  1B74.) 

In  addition,  the  Committee  should  note  that  those  who  are  too  poor  to  pay 
income  tax  will  get  no  tax  rebate  this  year,  and  those  who  are  unemployed  or 
nged,  blind  and  disabled  will  also  fail  to  get  one  penny  from  the  tax  credit  plan 
approved  by  the  Houae  Ways  and  Means  Committee.  A  modest  reduction  in  the 
pnce  of  food  stamps  may  be  the  one  way — and  only  way — in  which  these  people 
can  set  some  linancial  relief  and  some  additional  purchasing  power. 

We  are,  therefore,  pleased  that  so  many  senators  have  joined  Senator  George 
McGovem  in  calling  for  a  reduction  of  food  stamp  prices  to  a  maximum  of  25  per- 
cent of  net  income.  We  believe,  however,  that  the  Committee  should  investigate 
other  methods  of  reducing  food  stamp  prieea  ft.s  well  Hf  this  one,  and  then  act  to 
strengthen  the  program  by  a  meaningful  price  reduction. 
Eliminate  "Ickord  amendTnent" 

We  would  also  urge  approval  of  the  section  of  S.  13  which  aliminatea  the  so- 
called  "Ichord  Amendment,"  the  provision  requiring  that  the  value  of  in-kind 
housing  provided  by  an  employer  to  an  employee  be  counted  aa  income  to  the 
employee's  household  up  to  a  level  of  $25  each  month.  This  provision  injurert 
migrant  and  seasonal  farm  workers  who  often  must  live  in  deplorable  housing 
conditions. 

The  "Ichord  Amendment"  is  also  burdensome  and  cumbersome  to  adminiater, 
since  local  food  stamp  officials  are  not  equipped  to  assess  the  dollar  value  of  such 
housing  or  to  determine  in  which  cases  the  housing  is  substandard.  {No  dollar 
value  i»  to  be  assigned  to  substandard  housing  under  USDA  regulations.)  We  arf 
delighted  that  the  U.S.  Dept.  of  Agriculture  has  also  colled  for  the  elimination  of 
this  provision  and  we  hope  the  Committee  will  act  accordingly. 
Oppose  lower  income  eligibililji  limila 

Finally,  we  strongly  oppose  any  effort  to  lower  the  income  eligibility  limits 
for  the  food  stamp  program.  These  limits  have  risen  in  recent  years  only  becau!>e 
the  price  of  food  has  increased  so  sharply.  If  food  price  stability  were  restored,  then 
food  stamp  income  limits  would  automatically  level  ofif. 

The  oft-repeated  argument  that  middle  income  families  now  get  food  stampM  i' 
nothing  more  than  a  myth.  USDA  data,  some  of  which  appeared  in  a  December 
1974  publication  (National  Survey  of  Food  Stamps  and  Food  Distribution  Pro- 
c'am  Recipients)  of  the  Fiscal  Policy  Subcommittee  of  the  Joint  Congressionni 
Economic  Committee,  shows  that  only  3.2%  of  all  food  stamp  households  have 
take-home  incomes  of  S600  a  month  or  above,  and  these  households  contain  9  or 
more  people.  A  family  of  9  with  a  S7200  income  can  not  make  ends  meet.  It  ii' 
poor.  Also,  any  family  with  income  in  this  range  must  pay  a  very  larce  amount  rf 
cash  each  month  to  get  its  food  stamps,  and  gets  back  only  a  very  amwl  food  stamp 
bonus  in  return. 

We  similarly  oppose  efforts  to  lower  income  deductions.  Such  reduction.1  would 
have  precisely  the  same  effect  as  the  Administration's  plan  to  increase  food  stamp 
prices  which  Congress  rejected  decisively  only  a  tew  weeks  ago.  The  reduction 
would  make  the  poor,  the  elderly,  and  the  unemployed  pay  more  for  lie  same 
amount  of  food  stamps. 

In  this  time  of  economic  crisis,  when  the  national  goal  is  to  put  additionni 
money  into  the  hands  of  consumers,  no  action  should  be  tolerated  which  will 
either  eliminate  families  who  legitimately  nieet  food  stamp  eligibility  criteria  or 
will  reduce  food  stamp  benefits. 

STAMP   ELiaiBILIxi' 

estimony  urging  it  t' 
the  Senate  nas  reje 
dozen  times  in  recent  years,  the  issue  should  be 
anal,vzcd  for  a  moment. 

W  e  regard  the  effort  to  ban  strikers  from  food  stamps  as  very  simply  the  attempt 
of  some  employers  and  labor  haters  to  starve  workers  back  to  their  jobs  in  case  of 
a  labor-management  dispute.  It  is  simply  an  effort  to  increase  sharply  the  power 
of  management  over  its  workers.  It  Is  an  effort  to  return  to  the  "good  old  days" 
when  countless  attempts  by  workers  to  improve  their  condition  were  defeated  by 
the  need  of  those  Laborers  to  feed  their  starving  children. 


The  Committee  has  once  again  heard  testimony  urging  it  to  cut  strikers  off 
from  food  stamp  eligibility.  Even  though  the  Senate  ni        ■     ■    ■  ... 
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It  is  important  to  recogniie  that  a  striker  must  meet  each  and  every  eligibility 
requirement  as  any  other  food  stamp  applicant.  Strikers  do  not  get  a  free  ride. 
The  arguments  against  them  do  not  question  their  poverty  or  their  eligibility. 
They  should  be  banned,  the  proponenl«  say,  simply  because  they  are  involved  in 
n  labor-management  dispute;  simply  because  they  are  exeroisiDg  rights  nhich  are 
guaranteed  by  the  Constitution  and  federal  law, 
Xew  code  word:  "Volutaary  poor" 

But  they  are  "voluntarily  poir,"  the  advocates  of  the  striker  ban  argue. 
''Voluntary  poor"  is  a  new  code  word.  It  is  a  neatly  coined  propaganda  term  which 
seek»  to  hide  the  real  purpose  of  the  ban-the-strixer  canip&l^  and  to  make  that 
campaign  more  acceptable.  {Obviously,  proponents  are  not  going  to  tell  the 
Senate  that  they  want  to  starve  strikers  back  to  work  on  management's  terms.) 
However,  the  "voluntary  poor"  phrase  and  argument  is  useful  tor  analysis  to 
demonstrate  the  thickets  in  which  the  U.S.  government  would  find  itself  if  it  were 
to  accede  to  the  ban-the-striker  campaign. 

Anyone  familiar  with  the  American  institution  of  collective  bargaining  knows 
that  strikes  occur  for  many  reasons.  For  example: 
A  management  .    - .    . .  ... 

the  labor  group  ii 

A  management  a 
late  in  bargaining  b 

A  union  may  think  it  can  force  demands  on  management  which  it  cannot 
achieve  without  a  strike. 

Management  and  workers  may  have  accumulated  so  much  bitterness  ovef 
the  years,  the  bargainers  on  both  sides  realize  that  cleuing  the  air  with  a 
strike — allowing  an  emotional  blowoff — is  the  best  way  to  Improve  thP 
relationship  and  start  off  on  a  new  footing. 

A  highly  vocal  minority  in  either  management  or  the  Union  m&y  push  its 
group  into  a  strike  for  some  internal  reason. 
AIro,  unions  consider  major  management  contract  proposals  and  strike  au, 
thorizations  in  secret  ballot  votes  of  the  members  involved.  If  a  stjike  is  called- 
a  majority  voted  for  it  and  a  minority  against  it. 
New  agency  would  be  needed 

If  the  advocates  of  the  "voluntary  poor"  argument  really  mean  what  they  say, 
they  can  seek  to  deny  food  stamps  to  strikers  only  if  the  walkout  was  demon- 
strably caused  by  the  union.  And  then,  they  can  seek  to  ban  only  those  strikers 
who  sought  the  walkout.  Some  machinery  ^probably  in  the  form  of  another 
government  agency — would,  therefore,  have  to  be  developed  to  prevent  "non- 
voluntarily  poor"  strikers  from  suffering  the  loss  of  food  stamps. 

That  agency  would  have  to  study  the  labor-management  dispute  and  come  to 
a  conclusion  concerning  the  cause  of  the  strike.  It  would  somehow  have  to  get  into 
the  secret  ballot  vote  (or  ban  secret  ballot  ^'oting  concerning  contracts  and 
Htrikes)  to  determine  which  individual  voted  for  the  strike  anif  who  against  it. 
It  would  have  to  make  decisions  concerning  the  wives  and  children  of  "volun- 
tarily poor"  strikers.  (Are  they  to  be  considered  responsible  for  the  strike  vote 
iif  the  father  and  are  they  therefore  to  be  denied  food  stamps?) 

Obviou:4ly,  detailed  guidelines,  regulations  and  interpretations  would  have  to 
be  developed.  All  parties  would  have  to  be  permitted  appeals  both  within  the 
executive  branch  and  to  the  courts.  Since  decisions  will  take  months  or  years 
to  achieve,  some  machinery  would  be  necessary  to  determine  in  each  particular 
case  whether  or  not  the  group  of  families,  single  family  or  individual  are  to  get 
food  stamps  while  a  decision  is  being  ^rived  at.  Should  the  case  of  the  families, 
single  family  or  individual  then  go  to  court,  some  machinery  would  have  to  deter- 
mine whether  or  not  food  stamps  should  be  provided  during  that  period. 

Obviously,  enforcement  and  compliance  machinery  would  have  to  be  developed. 
Also,  investigative  officers  would  nave  to  be  hired  to  deal  with  the  inevitable 
Cdmplaints  <rf  wrongdoing — illegal  or  unethical — by  the  bureaucracy  handling 
the  citties  and  making  the  decisions. 

Therefore,  should  the  Committee  seriously  consider  the  appeals  to  ban  the 
"  voluntary  poor"  (i.e.  strikers)  from  food  stamps — and  we  sincerely  hope  it  will 
not^then  Congress  would  also  have  to  consider  the  problems  we  have  outlined 
nnd  consider  establishing  government  machinery  to  deal  with  the  problems. 
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Even-kandednew  argument 

There  is  still  another  argument  of  the  ban-the-strikers  advocstefl  which  de- 
ficrvCH  some  analj^s.  They  say  that  by  providing  food  atamps,  the  government  is 
aiding  workers  in  a  strike  againft  management.  They  say  that  the  govemment 
must  be  even-handed  and  juat  in  a  labor-management  dispute.  Therefore,  they 
conclude,  strikers  and  their  families  must  be  banned  from  food  stamps  regardleN 
of  need. 

An  argument  can  immediately  en^ue  whether  to  starve  strikers  and  their 
families  is  even-handed  and  judicious.  Another  argument  coutd  concern  whether 
the  balance  is  so  much  in  favor  of  corporations  during  a  strike  that  depriving 
needy,  eligible  workers  and  their  families  of  food  stamps  is  really  the  opposite  of 
cven-handedness.  But  we  eschew  these  discussions  tor  a  less  complicat«d  and  less 
sul>jective  one. 

It  Ls  true  that  striking  workerj  may  benefit  from  food  stamps.  It  is  truer  thai 
corporations  causing  a  strike  or  lockout  have  a  myriad  of  aid  and  benefits  from 
federal  and  state  government.'*.  Subsidies,  tax  benefits,  govemment  contntcts, 
subsidized  loans,  special  postage  rates,  are  just  a  few  of  the  many  anaistnnces 
which  the  governments  provide  to  industry,  in  general,  and  to  certain  industries 
and  corporations,  in  particular.  These  benefits  do  not  cease  during  a  strike  or 
lockout. 

Surprisingly,  the  advocates  of  even-handedness  have  never  attacked  tlus 
multi-faceted  aid  to  those  corporations  which  cause  a  strike  or  lockout.  They  have 
often  proposed  legislation  to  ban  strikers  from  food  stamps,  but  never  to  ban 
corporations  with  a  strike  or  lockout  from  taxpayer-paid  benefits.  In  fact.  Rep. 
James  G.  O'Hara  of  Micliigan  offered  an  amendment  on  July  19,  1973 — during 
the  consideration  of  the  farm  bill  and  the  eligibility  of  strikers  for  food  stamps — to 
derive  producers  of  agricultural  commodities  of  ithy  govemment  paj^ments 
during  a  strike  or  lockout.  The  amendment  failed  85-326. 
Cui  both  ways 

Obviously,  even-handedness  must  cut  both  ways.  Therefore,  were  the  Com- 
mittee to  consider  seriously  the  efforts  to  ban  strikers  from  food  stamps,  CongreH 
would  have  to  continue  on  the  road  to  even-handedness  and  also  consider  taking 
away  the  govemment  benefits  of  the  corporations  with  strikes  and  lockouts. 

We  do  not  intend  to  be  as  unjust  as  the  ban-the-strlker  advocates.  We  firmly 
believe  that  corporations  would  deserve  the  same  consideration  as  workers  to 
determine  whether  they  should  lose  benefits.  Thej",  too,  would  have  a  right  to  be 
ju^ed  whether  or  not  they  are  among  the  "voluntary  poor." 

"niercforc,  separate  machinery  or  perhaps  another  branch  of  the  Btrikeni 
agency  would  have  to  be  developed  to  consider  the  case  of  earh  corporation  and 
whctKer  it  should  lose  each  of  the  dozens  of  specific  or  hidden  taxpayer-provided 
Ijenefits.  As  in  the  case  of  strikers,  there  would  have  to  be  guidelines,  regulations 
and  interprctation.1,  appeals,  procedures,  appeal  to  the  courts,  investigati\*e 
agencies,  enforcement  ofncials,  separate  decision  making  about  what  to  do  con- 
cerning the  benefits  while  the  decision  is  being  made,  etc. 
Shamt  and  ralionalizatioTit 

If  the  Cnmmiltee  believes  that  the  arguments  of  the  ban-the-striker  advocates 
are  not  worth  all  this  annlysis,  we  eun  only  heartily  agree.  We,  to<),  reg-ird  their 
arguments  ns  (1)  shams  in  an  effort  to  justify  the  starving  of  workers'  famiUes 
and,  (2)  attempts  to  rationalize  n  hatred  of  and  paranoia  about  workers.  But  we 
do  ijelieve  that  the  hearing  record  should  contain  some  discussion  of  the  con- 
sequences of  these  arguments. 

We  appreciate  this  opportunity  to  present  the  views  of  our  Union  on  the  vital 
subject  of  the  food  stamp  program. 


Statement   of   M.   D. 

Co> 

Knclnsed  is  a  proijosed  recourse  loan  program  for  dry  edible  beans.  The  pro- 
posal itself,  we  iK'lievo,  outlines  the  justification  for  this  request. 

Tntnl  priKluction  of  dry  Ijpuns  in  the  United  States  in  1974  was  20,80o,000  cwt., 
of  which  7,200,000  cwt  were  grown  in  Michigan.  Dry  l>eans  provide  an  iinp(>riant 
Rource  of  high  protein  food  to  millions  of  American.-),  as  well  as  contributing 
pulwlantially  to  our  agrirulture  exports. 
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One  year  ago  in  Michigan,  bean  growers  were  receiving  approximately  $55.00 
for  a  hundredweight  of  navy  beans,  a  price  which  wau  quite  unrealistic,  but  was 
siiniulatcd  because  of  the  short  crop.  Today  the  Michigan  grower  is  receiving 
$12.00  for  the  same  beans,  a  price  which  ia  weli  below  the  cost  of  production,  a 
siiiuition  which  was  created  by  the  over  production  stimulated  by  tnc  liigh  price 
ill  1974.  The  result  of  the  low  price  this  year  is  predictable,  the  acreage  of  beans 
ill  107O  will  no  doubt  be  substantially  reduced  which  will  again  generate  a  price 
which  is  higher  than  what  is  realistic.  We  believe  that  the  program  we  have  pro- 
poKod  will  lissiat  growers  in  stablizing  the  production  of  beans  at  a  level  woich 
the  market  can  absorb,  at  a  price  that  will  provide  a  fair  return  to  the  farmer  and 
still  make  available  an  important  source  of  food  to  the  consumer. 

A  copy  of  this  proposal  has  been  provided  tg  the  Honorable  Clayton  Yeutter, 
Assistant  Secretory  for  Intemationtu  Affairs  and  Commodity  Programs,  Unitea 
States  Department  of  Agriculture.  It  is  unclear  w  ai  at  this  time  whether  the 
Secretary  of  Agriculture  has  authority  to  implement  such  a  program  without 
Conftrcflsional  action;  or  if  this  authority  exists,  whether  or  not  it  will  be  used. 

We  hope  your  Committee  will  give  serious  consideration  to  this  proposal. 


The  Michigan  Bean  Commission  represents  approximately  12.000  growers  who 
produce  34.6%  of  the  dry  edible  beans  produced  in  the  United  Stat«8. 

A  recent  determination  by  the  Secretary  of  Agriculture  renjoyed  dty  edible 
beans  from  the  list  of  crops  eligible  for  price  support.  Tills  authority  w^  contained 
in  the  1949  Agricultural  Act. 

It  is  the  belief  of  this  Commission  that  a  Cqjnmodity  Credit  Corporation  loan 
program  on  dry  edible  beans  is  needed' and  ji^tified  by  the  following  circumstances 
and  factors.  -  ,         ' 

1.  Dry  edible  beans  arc  not  traded  on  any  commodity  exchange.' Therefore, 
neither  producers  nor  processors  have  an  opportunity  to  utilize  future  contracts 
in  their  mariteting  operations.  This  makes  dry  edible  beans  especially  vulnerable 
to  world-wide  supply  and  demand  with  the  grower  subject  to  the  vagaries  of  the 

2.  Dry  edible  beans  are  a  high  proteuufpod  which  provide  protein  at  a  lower 
C'>»!t  than  meat  products  and,  therefore,  the  producers  should  be  encouraged  to 
meet  expected  worid  food  demand. 

'■i.  The  Michigan  bean  industry  comprised  of  growers,  shippers  and  processors, 
has  for  many  years  cooperated  with  the  Foreign  Agricultural  Service,  United 
i^totos  Department  of  A^culture,  in  developing  a  foreign  market  particulariy 
for  navy  or  pea  beans  which  comprise  about  one  third  of  the  national  production 
of  dry  beans. 

4.  During  the  1974  marketing  season,  the  1973  crop  of  dry  edible  beans  con- 
tributed substantially  to  the  export  trade  balance  on  farm  commodities.  For  the 
United  States,  a  total  of  3,338,166  cwt.  of  all  classes  of  dry  beans  were  exported 
with  a  total  value  of  $74,413,172.  Michigan  exports  accounted  for  1,069,250  cwt. 
of  the  above  total. 

.">.  It  is  proposed  that  in  lieu  of  a  mandatory  price  support  program,  dry  bean 
producers  should  be  provided  with  a  ready  means  of  financing  ihrough  CCC 
channels  when  needed  by  a  recourse  loan.  This  would  promote  orderly  marketing, 
and  with  the  proposed  change  in  the  maturity  date  policies,  would  help  the  pro- 
ducer in  his  overall  program  for  production  marketing. 

6.  The  method  of  financing  through  recourse  loans  would  enable  the  producer 
to  carry  reserves  through  the  next  harvest  season,  therefore,  providing  a  more 
r-table  supply  from  year  to  year.  This  would  provide  a  limited  amount  orre-aerves 
without  excessive  cost  to  CCC  and  would  keep  the  reserves  in  the  control  of  the 
producer  where  they  are  less  likely  to  be  forced  on  the  market  than  if  they  were 
iM'ld  l)y  the  CCC. 

7.  There  is  a  great  need  for  growers  to  be  able  to  borrow  money  at  a  reasonable 
rale  of  intcresit  after  the  crop  has  been  harvested,  using  the  crop  as  security,  so 
that  Uicy  can  more  orderly  market  the  production.  Commercial  banks  ore  quite 
willing  to  loan  growers  capital  for  production  supplies  such  as  seed,  fertilizer, 
fu<'l,  etc.;  but  because  of  market  variations,  are  most  reluctant  to  loan  capital 
to  the  grower  on  the  crop  once  it  has  been  harvested.  The  result  of  this  ia  that 

f-owers  are  frequently  forced  to  sell  the  commodity  in  a  very  disorderly  fashion. 
hi'  loan  program  would  permit  them  to  carry  the  crop  for  perhaps  as  long  as 
one  year,  marketing  it  in  an  orderly  fashion  in  relation  to  the  market  demands. 
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8.  It  Is  our  undcfTtanding  there  b  a  precedent  for  recourse  loAna.  The  Secretary 
of  Agriculture  has,  in  the  past  under  current  tegifllation,  offered  recourse  loHtie  in 
emergency  situations  such  as  wheal  when  it  was  stored  on  the  ground  in  temporary 
stora^  until  suitable  storage  space  could  be  located.  Also  the  Small  Businesa 
Administration  offers  this  type  of  financing  to  smaJl  business  corporations  in 
need  of  financial  bacldng  when  they  are  unable  to  obtain  loans  through  regular 
bankins  channels. 

9.  There  would  be  little  additional  cost  to  CCC  by  using  this  type  of  loan 
program  in  view  of  the  present  interest  rates  which  are  set  approzitnately  at  the 
same  level  asthecost  of  money  borrowed  b>'  CCC.  Also,  ASCS  is  geared  to  process 
such  loans  and  ser\'ice  charges  reimburse  CCC  for  the  loan  processiag  cost. 

10.  We  suggest  the  program  be  implemented  as  follows: 

A.  The  loan  rate  per  cwt.  to  be  established  by  dividing  the  projected  pro- 
duction costs  per  acre  (variable  costs  only,  no  land  use  charge)  bj-  the  last 
year's  average  yield  per  acre  a*  determined  by  the  Federal-State  Crop 
Reporting  Service. 

B.  The  projected  per  acre  production  cost  would  be  aatablinhed  by  either 
CCC  itself  on  a  State  bafais  or  by  the  Agricultural  Economics  Department  of 
the  land  grant  universities.  Production  costs  and  loan  ntu  would  be  estab- 
Ushed  for  each  class  of  beans. 

C.  Loans  would  be  disbursed  upon  evidence  of  a  commercial  storage  receipt 
from  a  warehouse  approved  by  CCC  or  bv  a  chattel  mortgace  oil  b^ma 
stored  in  the  growers  bin  measured  and  sealed  by  ASC8  personaer 

D.  Loan  rates  would  be  announced  annually  oefore  March  Ist. 

E.  Loans  would  be  made  any  time  between  harvest  and  April  lat  of  the 
following  year. 

F.  Loans  would  mature  one  year  from  date  of  Issue. 

The  Commission  feels  that  lack  of  a  loan  program  will  leave  bean  growers  at 
the  mercy  of  the  market  which  will  create  overproduction  in  some  years  and  undei^ 
production  in  Other  years.  Under-production  will  not  only  create  high  piioe    ' 


For  some  time,  the  threat  of  the  accidental  introduction  of  dieeasea,  which 
could  be  economically  devastating  to  the  livestock  and  poultry  industry,  as  well 
as  wildlife,  has  been  a  major  concern  to  both  wildlife  and  agricultural 'in terests. 

In  anticipation  of  such  a  disastrous  event  and  from  experience  both  recently 
and  not  so  recently  with  the  cattle  fever  tick  in  Florida  and  Asiatic  Newcastle 
Disease  in  California,  there  is  growing  concern  among  wildlife  agencies.  We  are 
concerned  that  the  financial  burden  placed  on  our  agenciee — should  control  of 
wildlife  in  the  interest  of  the  livestock  industry  as  well  as  the  reestablishment  of 
wildlife  populations  in  a  restoration  program — would  become  a  major  and,  in 
many  cases  an  unbearable  burden.  Wildlife  agencies  which  are  traditionally 
underfunded  and  operating,  generally,  on  hunting  and  fishing  license  monies, 
would  be  unable  to  meet  the  financial  burden  precipitated  by  euoh  an  event. 

Wc  ore  aware  that  certain  indemnity  provisions  are  available  to  ainioultural 
interesta  and  both  this  agency  and  the  Southeastern  Association  of  Game  and 
Fish  Commissioners,  of  which  I  am  presently  Vice  President,  have  addressed  this 
issue.  Attached  is  a  copy  of  a  resolution  on  this  subject  by  both  the  Southeastern 
and  the  IntemationiJ  Associations.  It  is  my  understanding  that  there  is  a  m^jor 
revision  of  agricultural  legislation  being  prepared  during  1975  and  we  would 
appreciate  very  much  your  consideration  of  extending  those  benefits  to  fish  and 
wildlife  agencies  within  the  various  states  in  which  such  a  disaster  might  occur. 

^closure. 

Resolution  12 

FOREIflN  ANIMAL  DISEASES 

Whereas,  within  the  past  three  years  two  exotic  diseases,  viz.,  VEE  and  WND, 
have  been  introduced  mto  the  United  States  and  have  threatened  this  nation's 
equine  and  poultry  enterprises,  with  nntional  emergencies  subsequently  being 
delcared;  ana 
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Whereas,  at  any  time  a  multitude  of  otiier  devasting  foreign  animal  diaeasea  can 
he  iiccidentaily  or  purposefully  introduced,  which  will  place  in  grave  jeopardy  thia 
country's  entire  liveetooic  economy  and  wildlife  resourcea  alike;  and 

Whercaa,  the  nest  national  emergency  may  intricately  involve  wildlife  aa  unre- 
strained carriers  of  numerous  forei^  disoaees  tranumissable  to  domestic  onimajd, 
e.g.,  white-tailed  deer  as  carriers  of  Footr^ind- Mouth  Disease  (FMD) ;  and 

Whereas,  in  order  for  successful  eradication  to  be  accomplished,  it  may  become 
necessary  to  exterminate  countless  tiiousanda  of  bip  game  animals  thereby  in- 
volved, At  which  time  State  and  Federal  Wildlife  Agencies  will  bB  expected  to 
cojinorate;  luid 

Whereas,  provisions  are  available  for  indemnity  paid  to  livestock  producers  who 
j^uffi-r  the  oonseauences  of  such  drastic  but  essential  measures,  similar  arrange- 
ments have  not  been  established  for  replacement  of  wildlife  so  involved;  and 

Whereas,  the  individual  States  are  the  owners  of  all  resident  wildlife  as  defined 
by  individual  States  and  payments  for  the  extermination,  clean  up,  and  restoration 
<if  big  came  populations  should  be  made  to  the  respective  State  or  Stales  involved, 
now,  therefore,  be  it 

Heanlved,  That  the  International  Association  of  Game,  Fish  and  Conaervation 
Con  ■  .,     ^        .  


Our  ecmi'imy  seems  to  have  deteriorated  to  a  point  where  we  should  be  thinking 
nbclut  legishtting  some  safeguards  into  our  financial  structure  under  which  farmers 

Continued  low  prices  for  Uve.stock  and  milk  plus  possible  drought  or  other 
iidverso  conditions  could  very  easily  bring  on  a  rash  of  torclosures  by  both  govem- 
m!^nl  and  private  financial  institutions  by  the  Fall  of  197.>. 

We  hope  it  will  be  possible  for  you,  in  conjunction  with  other  Memlwrs  of 
C'lngrcsa  from  Agricultural  States,  to  draft  legislation  whereby  payments  on  loans 
cim  be  extended  or  reneg<itiated  as  the  eventual  last  pai-ment  on  an  installment  or 
long  time  loan  when  ever  the  price  of  a  product  upon  the  sale  of  which  a  farmer 
expects  to  make  such  p:\yment,  falls  l>elow  a  certain  level  siich  as  85%  of  parity. 

If  a  new  farm  bill  is  drawn  uj)  whereby  the  concept  of  target  prices  for  each 
farm  commodity  becomes  the  basis  for  determining  the  point  at  which  a  farmer  no 
longer  has  repayment  ability,  I  am  sure  a  formula  could  be  derived  upon  which 
to  base  protiictive  legislation.  Government  loans,  such  as  those  made  by  the 
Farmers  Home  Administration  could  easily  use  a  "trigger  noint"  for  each  product 
buill  into  their  own  department  policy.  Lsgislation  would  have  to  designate  the 
enfiircemcnt  nijency  in  the  case  of  private  or  other  finnncial  institutions. 

There  is  some  work  bcinK  done  at  N.D.S.U.  to  determine  "break-even"  points 
fur  various'  t;irm  prodiict-'.  This  information  might  be  helpful  in  setting  up  formulas 
for  a  bill  such  ii.a  I  am  suggesting. 

t  admit  the^e  sugge-itions  are  very  sketchy.  Nevertheless,  I  feel  protective 
legislation  of  this  kind  is  becoming  very  necessary  if  we  are  to  keep  our  farmers  in 
business. 

This  Department  has  consulted  with  Officials  of  the  Bank  of  Nr)rth  Dakota  in 
refiard  to  making  more  loans  of  certain  types  to  farmer-*,  especially  in  the  arta  of 
interim  iin:uicing  in  cases  where  farmers  might  be  wailing  for  an  F.H.A,  loan  to 
enme  through,  or  perhaps  where  short  time  help  is  needed  while  negotiating  for 
rerinancing  with  other  financial  institutions,  etc. 

If  I  can  bo  of  an}'  help  in  these  matters,  please  let  me  know. 


Stateuent  of  Richard  Feubertok,  Marshall,  Mo. 

ting  on  behalf  of  500  Saline  County  Farmers  in  regard  to  the  present 
ram  (Disaster  Payment  Program).  I  know  that  the  program  as  it  is 
nistercd  by  Sec.  Butz  is  not  how  the  Senate  meant  it, to  be  when  the 
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The  Department  of  Agriculture  is  not  consistent  in  their  program.  The  GOOD 
Secretary  Butz  wants  and  asked  the  tannera  to  plant  all  that  they  could  into 
crops.  Almost  all  the  farmers  increased  their  crop  acres  this  past  season.  He  sent 
much  of  our  Fertiliier  to  Vietnam  and  other  foreign  countries,  therefore  a  lot  of  ua 
did  not  get  all  of  the  fertilizer  that  we  needed,  some  did  not  get  any.  Then  to  bur 
what  there  was,  we  paid  thru  our  noses,  I  paid  close  to  400  dollars  a  ton  for  Nitrogen 
that  the  year  Vief ore  cost  only  110  dollars  per  ton.  Then  Sec.  Buta  thru  the  Disn-iter 
Program  turns  around  and  kiciis  us  in  our  "Butts"  for  having  tried  to  raise  more 
crops.  All  the  publicity  that  has  gone  out  as  to  the  millions  that  the  farmers  would 
be  getting  in  Disaster  Payments,  all  failed  to  mention  the  fact  they  must  qualify 
for  the  program,  therefore  eliminatino;  close  to  40%  of  them  that  apply. 

I  just  returned  from  our  local  ASCH  office  being  1  of  700  farmers  that  had  ap- 
plied for  the  Disaster  Payments.  Our  com  made  only  50  bu.  average  which  is 
only  half  a  crop.  Our  Office  Manager  told  me  that  the  program  sounded  very  good 
when  it  wns  announced.  Then  dry  weather  hit,  he  said  that  at  that  time  many 
letters  with  regulations,  restrictions  and  rules  and  requirements  poured  in  from 
the  Good  Sec.  Butz  (Red  Tape).  Now  of  these  700  farmers  in  Saline  County, 
possibly  200  may  receive  a  small  payment.  Anyone  that  over  plant«d  their  allot- 
mentii  or  substituted  crops  arc  not  eli^ble  unless  they  had  a  (Kimplete  failure. 

This  is  a  sample  of  how  Sec.  Butz  program  works.  Say  a  farmer  has  n  50  acre 
com  allotment.  Say  that  he  planted  ir)0  acres  of  com,  due  to  drouth  the  com 
yields  30  bu.  per  acre.  To  see  if  he  qualifies  for  any  oavment  the  total  crop  off 
of  the  1.S0  acres  is  applied  to  the  .50  acre  allotment.  This  shows  a  yield  of  90  bu. 
Ini.  per  acre  on  the  50  acre  allotment,  "so  the  tanner  had  a  good  year  and  does  not 
qualify  for  any  payment.  Why  then  should  we  have  taken  all  the  risk  to  produce 
more  than  our  allotment  on  the  Department  of  Agriculture  plea  for  an  increased 
acreage  and  production?  If  the  farmer  does  get  any  money  from  the  prugrani, 
the  amount  will  be  46f  per  bu.  on  the  difference  in  the  yield  and  the  farm  yield 
base  on  file  at  the  ASCS  office.  This  does  not  even  cover  production  coats. 

In  my  ca.se,  one  farm  I  rent  I  had  them  figure.  We  had  a  Com  allotment  of  39 
acres,  we  planted  65  acres  <rf  corn  which  yielded  46.8  bu.  ijer  acre.  Our  farm  yield 
base  is  about  96  bu.  Being  over  our  allotment  we  did  not  qualify,  unless  we  had  a 
complete  failure.  They  way  they  figure  it  our  com  made  78  bu.  If  the  good  Sec. 
thinks  a  person  can  make  a  living  on  46  bu.  com,  then  I  would  be  more  than  glad 
to  change  places  with  him  and  income.  Then  ho  might,  just  might  be  able  to  loam 
something  about  Agriculture  economics.  Which  he  seems  to  be  rather  stupid  about 
at  this  point. 

The  farmer  is  playing  with  a  stacked  deck  of  cards.  He  pays  their  price  for 
Fertiliser,  Fuel,  Seed,  Feed,  Chemicals,  Equipment,  Cars  and  Trucks.  But  when 
harvest  time  come^,  we  sell  at  their  price  too.  This  along  with  a  controlled  export 
market  may  be  adding  the  straw  that  breaks  the  Comel's  back.  That  back  being 
the  Farmers,  the  backbone  oF  the  American  Economy.  Washington  had  better 
take  a  long  hard  look  at  this  situation,  because  "As  agriculture  goes,  so  docs  the 
Country  ""d  the  Economy." 

We  are  at  a  very  crucial  point,  especially  after  one  of  the  worst  years  we  have 
had  for  many  years.  Many  Livestock  and  Grain  farmers  are  caught  in  a  very 
tight  vise.  On  one  side  is  rising  costs  of  production,  and  on  the  other  poor  crop 
yields,  low  prices  for  cattle  and  hogs.  If  this  continues  you  will  see  many  farmers 
go  broke,  mostly  the  young  ones  that  do  not  have  their  feet  solidly  on  the  ground 
or  the  financial  backing  to  see  them  through  several  bad  years  in  a  row.  If  we  lose 
our  young  farmers,  who  is  going  to  feed  the  World  in  the  years  to  come,  the  older 
men  that  are  on  a  sound  footing  can  not  live  forever.  If  the  farm  economy  goes  to 
pot,^o  will  the  nation.  Heaven  help  us  if  this  happens^,  because  the  SO's  will  seem 
like  a  picnic  compared  to  what  would  happen  now.  We  would  never  survive  as  a 
democracy  if  we  go  into  a  depression. 

So  the  time  is  now  to  sec  that  the  farmer  gets  a  fair  shake  for  a  chnnse.  We 
should  have  a  guaranteed  price  (Floor)  to  underwrite  our  products  we  sell,  letting 
p^upply  and  demand  regulate  the  price  above  the  floor.  We  should  also  have  a 
guaranteed  ceiling  on  nil  that  wi-  purchase,  items  such  as  fertilizer,  chemicaK', 
fuel,  seed,  equipment,  etc. 

Also  I  want  to  mention  that  our  local  ASCS  office  received  a  letter  congratu- 
lating them  on  the  way  they  were  handling  the  Disaster  Program,  a  program  tnat 
had  had  the  potential  of  costing  millions,  but  being  held  well  below.  Who  does 
the  Dept.  of  Agriculture  represent?  It  does  not  appear  to  me  that  they  are  working 
on  behalf  of  the  fanner. 
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So,  Senator,  on  behalf  of  300  dissatisfied  and  dishearted  farmeTs  in  Saline 
Gtmnty,  we  felt  that  you  .should  be  aware  of  the  useless  and  misguided  Disaster 
Program  that  is  being  administrated  by  Sec.  Buti.  We  ask  for  his  resignation 
iind  the  replacement  by  someone  that  knows  and  understands  the  problems  of 
the  farmer. 

Thank  you  for  your  time  Senator,  we  know  that  you  have  done  much  for  us, 
the  .American  Farmers.  We  are  counting  on  you  now.  Please  do  not  let  ua  down. 


Oentlemeii,  this  month  an  up-dating  need  of  our  farm  policy  is  being  studied. 
\-„  1 — f,  developed  the  finest  agricultural  factory,  by  far,  the  world  has  ever  seen. 


Miiny  of  the  world's  four  billion  people  do  not  receive  the  600  pounds  of  grain 
nvnilable,  per  person,  per  year.  We  expect  about  seven  billion  people  by  the 
year  2000.  Currently,  each  American  receives  the  benefits  of  about  2,400  pounds 
of  grain  per  year,  liussians — 1,200  pound.i,  and  the  Asians — about  400  pounds. 
We  need  to  double  food  production  in  only  2.'i  years  just  to  stay  even,  and,  hope- 
fully, we  can  increase  the  food  supply  per  person. 

Many  of  us  have  devoted  our  lifetimes  of  energy  to  preparing  tor  and  working 
in  our  great  agriculture.  Part  of  my  record  is  enclosed,  if  of  interest.  Many  plans 
have  been  suggested  through  the  years,  some  tried  and  many  untested.  Our  free 
oiiterprisc  system,  by  evidence,  haa  gotten  fine  results. 

Many  charges  have  developed  and  been  necessitated  during  our  first  200  years. 
Likely,  the  same  will  be  true  for  the  next  200  years  to  be  as  successful  or  even 
more  so.  I  have  had  several  thoughts  during  the  one-quarter  of  a  century  I  have 
applied  all  of  my  efforts  to  the  production  of  food.  If  you  will  excuse  a  personal 
reference,  I  have  been  very  fortunaW  in  that  most  of  my  anticipations  have  helped 
me  considerably,  enabled  ua  to  increase  food  production  and,  frankly,  net  profits 
as  a  result,  as  well  as  other  short-term  and  long-term  benefits.  If  ever  necessary, 
1  can  cite  at  least  a  couple  of  dozen  examples.  If  I  am  not  too  presumptuous 
I'd  hkc  to  very  briefly  summarise  just  one. 

As,  I'm  sure  all  of  you  are  aware,  we  had  vast,  so-called,  surpluses  of  grelna 
in  the  1950's  and  very  low  grain  prices  at  support  prices.  I  correctly  anticipated 
a  gentleman,  who  had  won  a  senatorial  race  by  a  landslide  in  1958,  would  Ijecomc 
president  in  1961.  He  did.  I  surmised,  if  he  did  become  president,  he  would 
possibly,  and  likely,  make  large  changes  in  agriculture,  establish  com  and  bean 
allotments,  and  possibly  do  it,  as  was  done  by  Franklin  Roosevelt  and  Henry 
Wallace  with  tobacco  in  1933.  President  Roosevelt  and  Secretary  of  Agriculture, 
llenrv  Wallace,  acquired  the  historical  plantings  of  tobacco  on  each  farm  for 
the  three  years  prior  to  1933,  and  used  these  to  establish  tobacco  allotments 
for  each  farm. 

These  are  still  in  effect,  mandatory,  and  42  years  later,  the  value  of  their  land 
is  even  determined  by  the  size  of  these  tobacco  allotments. 

Sensing  this  possibility,  I  had  all  the  farm  production  I  supervise  {about 
1/40,000  of  the  U.S.A.'s  com  and  bean  production)  planted  to  com  and  beans 
in  1059  and  I960,  even  including  some  timber  pastures.  The  state  of  Illinois* 
A.S.C.S.  inspected  to  see  if,  in  fact,  I  did  have  the  timber  pastures  planted  in 

Of  course.  President  Kennedy  did  win  the  election,  his  Secretary  of  Agriculture, 
Orville  Freeman,  did  establlih  cam  allotments,  and  he  did  base  them  on  history — 
ID.'iS,  195'J,  and  1960. 

We  may  live  with  these  com  allotments  the  rest  of  our  lives;  they  could  become 
mandatory  someday,  as  with  tobacco,  and  they  could  determine  our  land  values. 

Just  a  lirief  aside.  I  do  not  think,  morally,  com  allotments  should  be  based  on 
history.  It  we  ever  do  feel  we  need  them  again,  I  think  a  percentage  of  each 
fann's  tillable  acres  should  be  idled  and  the  percentage  should  be  the  same  for 
all  farms  and  for  all  of  the  U.S.A.  I  felt  this  in  1961  but,  as  individuals,  we  must 
maximize  our  personal  net  incomes  and  well  being,  and  highest  possible  grain 
allotments  were  a  possibility,  and  they  could  be  extremely  desirable  and  bene- 
ficial in  the  short  run  and  in  the  long  run. 

I'll  keep  this  letter  as  brief  as  possible,  to  outline  three  thoughts:   Many  farmers 

in  ^lUin 
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faUures.  Bond'',  as  required  by  our  state  atatates,  recovered  $1  million,  and  our 
wonderful  farmerti  lost  a  net  of  four  million  doU&ra.  This  is  an  inane  financial 
sy!4tem. 

The  F.D.I.C.  solved  a  similar  problem  for  banks  in  1933.  A  Fedora]  Grain 
Insiiriincc  Corporation  (F.G.I.C.,  if  you  will)  can  solve  this  problem  tor  all  of 
America'is  grain  elevators  in  1075.  I  presented  this  idea  to  our  (otiner  XJ.3.  Rep- 
resentatives in  1972  and  received  no  action. 

In  1973  I  presented  the  idea  to  Rep.  Paul  Findley  (R)  of  West-Central  IllinoU 
and  he  immediately  liked  the  idea.  He  and  Rep.  Thoma.s  Foley  (D,  Washington) 
introduced  H.R.  #10209  last  September  to  establish  an  F.G.I.C.  and  insure  each 

Ernin  deprwitor  in  our  elevators  to  825,000.  The  bill  died  in  Hub-conimittee,  I 
irtx-  due  to  the  major  emphasis  going  toward  Watergate  actions. 

I  hope  this  bill  will  be  re-introduce i,  but  at  $40,000  now,  as  is  F.D.I.C.  and 
Federal  Savings  and  Loan  In-urance  Co.  As  I'm  sure  you  know,  our  food  produc- 
tion costs  have  skyrocketed  due  to  much  higher  fuel  costs,  fertiliier  costs  that 
have  quudmpled,  and  almost  all  other  factors  of  production. 

The  main  objections,  presumably,  to  creating  an  F.G.I.C,  are  the  desire  for 
nil  more  bure.'iucracy,  or  as  little  iis  (Kissible,  the  cost  to  farmers,  and  the  elevators 
l)cing  Ixilhered  witli  tighter  regulations.  They  need  to  Ije.  Some  things  are  best 
done  by  governments — militarj'  service  (imd  we  must  always  have  the  larp^l 
club,  by  far),  mail  ser\'ice,  F.li.I.C,  Federal  Savings  and  Loan  Insurance,  high- 
way svstems,  monetary  system,  et  cetera.  It  costs  banks  about  97  per  S20,000 
for  F.I). I.e.  Guaranteeing  840,000  gross  income  per  year  for  a  S14  insurance  fee 
will  In;  very  welcomed  by  almost  all  of  our  wonderfiil  farm  families. 

A  good  F.G.I.C.  Clin  make  the  storage  of  40,000  bushels  <if  corn  just  as  safe  in 
an  elevator  aa  Is  the  storage  of  40,000  one  dollar  bills  in  a  tiank. 

Point  Two,  We  may  never  need  the  price  support  and  subsidy  program  for 
corn  and  heniis  again.  I  ho|>e  this  is  the  case.  However,  we  just  produced  4') 
billion  bushels  of  corn,  and  now  we  likely  nill  produce  6'i  billion  bushels  of  com 
in  197."> — u  two  billion  bushel  increase.  A  similar  iiercentage  increa.se  is  likely 
for  soybeans. 

.\s  we  all  know,  the  demand  tor  our  supply  of  food  is  inela-^tic.  As  a  matter  of 
fact,  it  is  \-cr\-  inelastic.  Innumerable  cases  can  be  cited.  Ljist  year's  com  cro|) 
is  only  one,  and  the  most  recent,  exjimple.  A  25%  reduction  in  supply  probably 
increiised  our  prices  lOO'.f.  If  we  were  very  selfish  we  would  idle,  mandatorily. 
about  4iue-fourth  of  our  iigricultural  factor}'  and  maintain  doubled  prices  and 
produce  tripled  or  quadrupled  net  incomes.  Most  farmers,  I  do  not  think,  are 
that  selfish. 

llow-ever,  with  50%  more  corn  likely  this  fall,  and  a  Inr^e  increase  in  soybeans, 
it  was  very  apparent  last  November  to  me  that  prices  in  No\'ember,  ist.'i,  of 
these  twcj  items,  could  easily  and  likely  be  much  lower.  (In  line  with  this  thinkicg. 
I  scild  all  1974  com  and  beans  in  November  and  December,  1974,  fur  immediate 
piiyinent  or  Januarj-,  1075,  payment,  and  also  contracted  aljout  'i  to  >i  of  our 
anticipated  1975  ])roduction  fur  Doeember,  197."),  and  January,  1970  payment*.) 

We  can  have  grain  prices  this  fall  that  will  banknipt  many  farmers.  If  so,  the 
first  tractor  drive  to  Washington,  D.C.  will  be  small  compared  to  the  nest. 

Target  priei's  are  an  excellent,  concept.  I'd  like  to  suggest  updating  the  no- 
menclature and  numlx'rs,  hiiw<>ver.  Urban  voters  are  very  tired  of  farmers  getting 
siilisidies  and  an;  very  tired  of  the  word,  "parity,"  and  don't  hesitate  to  tell  you. 
Yet  in  the  verv  next  breath,  thcv  will  tell  vou  they  wouldn't  even  consider  working 
for  70':;,  of  fiiir  wagi*,  or  HO'",,  or  even  SO^J.  i*t's  change  the  name  from  "parity" 
to  "A.P.I."  (Agricultural  Price  Index).  Almost,  all  uriian  people  understand  the 
C.P.I,  and  its  determination  of  their  wages  at  100%  of  f^rness  in  each  new  labor 
contract.  Ix't's  determine  the  .\.P.I.  price  that  is  100%  fair  for  eacn  commoditv — 
not  VC^J,  nor  80%,  nor  even  90%.  If  this  is  $2.79  for  com  today,  and  the  C.P.I, 
uricc  goes  up  1  '"p  per  mi, nth,  so  should  the  A.P.I,  that  will  effect  100%  fair  net 
incomes  to  trie  corn  farm  families. 

This  new  phase,  approach,  and  attitude  I  feel  will  be  accepted  very  favorably 
by  the  95%  in  towns  and  5f;  on  the  farms.  If  their  wages  then  go  up  10%  in 
1975,  they  then  can  expect  their  grocer;-  bills  to  also  go  up  the  same — no  less, 
but  also  lio  more.  This  will  be  lOO'^t,  fair  to  all.  Both  can  have  nice  vacation'  each 
vear,  buy  new  cars  as  needed,  and  enjoy  America's  good  life  to  the  fullest.  100% 
tair  and  j>rofi table  grain  prices  will  enci'urage  us  tv  produce  the  ma^fimum  amount 
of  food  for  the  world's  peoples,  benedt  our  balance  of  trade  problems,  and  efleci 
other  sizable  benefits.  Not  one  bushel  of  grain  should  tver  enter  the  world  trade 
routes  except  at  current  A.P.I,  prices — not  over — not  under. 
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One  final  thought,  and  I  know  it  ie  »  reaUy  tough  nut  to  crack,  nnd  unfortu- 
nately, probably  of  not  much  concern  to  some  Americans.  There  are  many  people 
underfed  and  starving  in  some  Areas,  oIiIkt  areas  are  undeveloped,  possibly  as 
much  a^  half  of  the  earth's  usable  landa.  Why  not  start  a  gigantic  world  program 
to  encourage  hungry  people  to  emigrate  in  order  to  develop  these  underdeveloped 
are.is.  Most  people  xeera  to  respond  best — but  only  after  disaater  hits,  and  not 
before.  Millions  in  India  and  Africa  could  be  encouraged  to  emigrate  to  northeast 
Brazil,  for  example,  establish  cities,  devalop  farms,  oed  produce  food  from 
undeveloped  soils. 

I  apologize  for  the  length  oC  Uiie  latter,  but  these  problems,  too,  have  long  been 
with  us. 

With  very  warmetit  and  kindest  regards  aid  best  wishes  tor  success  with  oor 
great  agriculture  and  great  country  through  the  current  updating  studies  and  the 
results  in  the  ensuing  years  of  application. 

P.S.:  A  final  side  light — The  professional  farm  managers  ot  Americnn  and 
Illinois  Societies  of  Farm  Managers  and  Rural  Appraisers  supervise  about  10% 
of  America's  food  and  fiber  production  aow.  We  have  tripled  in  growth  in  Uie 
past  25  years.  As  we  become  more  business  minded,  with  larger  unite,  we  will 
RTow  even  faster  in  the  years  ahead,  and  new,  younger  businessmen  will,  moat 
likely,  be  much  more  receptive  to  all  three  of  these  new  recommendaticme. 


Senator  Bellmon:  In  response  to  your  letter  of  January  24,  1975,  I  have  a 
prior  engagement  on  the  West  Coast  and  will,  therefore,  be  unable  to  testify  at 
the  hearings  scheduled  for  February  17.  However,  I  would  like  to  take  this  oppor- 
tunity to  share  with  the  Senate  Agriculture  and  Forestry  Committees  some 
comments  on  the  fertilizer  industry  and  Agrico  in  particular. 

In  our  view,  fertilizer  supplies  for  the  ITS.  will  continue  to  be  tight  for  this 
ppring  planting  -ieason.  Because  of  the  advance  planning  which  has  been  done  by 
producers,  distributors  and  farmers,  the  situaUon  may  be  somewhat  less  ehaotic 
than  last  spring. 

Nitrogen  in  particular  will  be  tight  this  spring.  The  only  major  new  source  of 
domestic  nitrogen  is  Farmland  Industries'  new  Enid,  Oklahoma  ammonia  plant. 
This  plant  should  add  about  400,000  tons  of  ammonia  per  year  (about  254%) 
to  the  iri.7  million  tons  of  ammonia  produced  during  the  last  fcrtilzer  year  by 
domestic  plants.  I  should  point  out  that  about  30%  ot  all  ammonia  produced  in 
the  U.S.  is  used  for  n  on -agri  cultural  tises,  such  as  explosives,  fibers,  cattle  feed 
supplements  and  refrigerants.  Even  though  Bcker  Industries  recently  started  up 
their  Condn,  Idaho  ammonia  plant,  and  our  own  plant  near  Tulsa  will  .start  up 
later  this  spring,  production  from  these  units  for  spring  use  will  be  minimal. 

Because  of  tow  cattle  prices,  we  expect  to  see  a  cutback  in  the  use  ot  teed  grade 
urea.  The  reduced  production  rates  in  synthetic  fibers  and  plastics  should  free  up 
some  additional  nitrogen.  It  is  too  early  to  assess  the  impact  ot  this,  but  in  total 
it  will  probably  only  have  a  nominal  effect. 

U|>  until  last  year  the  U.S.  was  actually  a  slight  net  exporter.  Now,  more  ni- 
(ri>gen  materials  are  coming  in  than  are  being  shipped  out.  According  to  the 
lastest  VSDA  data,  nitrogen  exports  for  the  la^t  six  months  of  1974  were  down 
more  than  200,000  tons  (30.3%)  versus  the  same  time  period  for  1973.  Meanwhile, 
nitrogen  imports  were  up  about  50,000  tons  (10.5%)  for  a  net  gain  of  250,000  tons 
of  nitrogen  versus  1973. 

Phosphate  fertilizers  will  be  tight  again  this  spring,  even  though  some  de- 
Vjotticnecking  will  increase  available  supply  perhaps  as  much  as  200,000  tons. 
A  number  of  new  plants  are  under  construction,  but  very  little  additional  capacity 
will  be  onstream  in  time  to  meet  the  American  farmers'  needs  this  spring.  We 
estimate  that  our  new  400,000  ton-per-year  phosphoric  acid  plant  near  Donaldson- 
ville,  Louisiana  will  be  started  up  about  March  1,  Even  if  everything 
goes  smoothly,  not  more  than  50,000  tons  will  be  produced  in  time  to  reach  the 
farmer  for  the  spring  season.  This  would  represent  only  a  1%  Increase  over  the 
5. 1  million  tons  of  PjOj  used  in  the  U.S.  during  the  1973-74  fertilizer  year.  Several 
other  plants  are  scheduled  to  start  up  during  the  first  half  ot  1975,  but  they  taiII 
also  be  too  late  to  help  the  spring  situation. 
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There  has  been  conMderahle  comment  about  curtailment  of  the  use  of  fertilizer 
on  lan-na,  gardens,  golf  courses  and  the  like.  Although  Agrico  is  no  longer  in  this 
type  of  business,  I  would  like  to  point  out  that  only  about  3K%  of  the  47  million 
commercial  tons  of  fertilizer  are  used  tor  these  purposea.  Since  these  fertiliiew 
are  generally  of  much  lower  nutrient  content,  we  estimate  that  only  about  400,000 
tons  (2%)  of  all  plant  nutrients  (nitrogen,  phosphate  and  potf^)  are  used  ia 
this  manner. 

Longer  range,  the  outlook  for  supplj-  of  phosphate  products  for  domestic  um 
looks  good.  The  U.S.  is  a  major  factor  in  world  phosphate  production.  Last  year 
we  produced  nearly  45  million  tons  of  phosphate  rock,  about  38%  of  the  w<»ld's 
supply  of  phosphate  rock.  Nearly  14  million  tons  of  this  were  exported.  Agrico  and 
others  have  announced  plans  for  increased  rock  production  and  facilities  ta  up- 
grade more  of  the  domestic  rock  production  into  finished  fertilizers. 

This  increase  in  phosphate  fertiliBer  production  will  not  only  provide  an  in- 
creased supply  for  U.S.  farmers,  but  will  also  permit  the  U.S.  to  supply  the  growing 
requirements  of  the  developing  countries. 

The  lon^r-range  outlook  for  nitrogen  supply  is  perhaps  one  of  the  most  per- 
plexing things  we  see  in  the  domestic  fertiliser  industry.  On  one  band,  TVA 
projects  an  increase  in  capacity  of  nearly  7  million  tons  of  ammonia  by  1978 
from  the  current  level  of  17.7  million  tons  based  on  new  plant  announcement^'. 
On  the  other  hand,  we  also  know  of  only  a  few  who  have  the  long-term  natural 
ga-i  supply  assured.  The  Committee  must -recognize  that  much  of  this  capacity 
is  in  fact  deoendent  on  the  availability  of  natural  gas. 

I  know  tnat  this  Committee  has,  on  a  number  of  occa-sions,  discussed  the 
natural  gas  problem,  and  that  some  consideration  has  been  given  to  speciul 
allocations  of  natural  gas  for  new  tLmmonia  plants.  While  any  such  special  program 
is  at  first  appealing  to  nitrogen  producers,  one  must  conclude,  on  careful  study, 
that  this  is  not  a  satisfactory  long-term  solution,  since  it  must  ultimately  involve 
frovcmmental  detennination  of  how  many  plants  are  needed,  who  should  build 
them,  and  where  they  should  be  located. 

In  our  view,  what  is  needed  here  is  less  regulation,  rather  than  more  regulation. 
We  feel  that  two  actions  of  deregulation  could  assure  ample  natural  gaii  for  all 
further  ammonia  requirements.  They  are  (1)  The  deregulation  of  new  natuni 
Kaa  prices,  thereby  allowing  u.sers  of  gas,  for  higher  end  uses,  to  compete  on  a  price 
basis  for  available  supplies  and  (2)  A  modification  of  pipeline  regulations  to  permit 
the  transportation  of  gas  from  offshore  to  onshore,  and  across  state  lines,  in  ia- 
Htances  where  the  owner  of  the  gas  desires  to  use  it  in  his  own  processes  for  the 
production  of  anhydrous  ammonia  or  other  products. 

During  the  past  several  years,  our  company  has  spent  SGO  million  in  the  acquisi- 
tion and  the  development  of  onshore  and  offshore  natural  gas  reserves.  We 
actually  own  sufficient  gas  to  justify  the  construction  of  additional  ammonia 
production  facilities,  but  are  prohibited  from  moving  fora'ard  by  regulations 
which  will  not  permit  the  transportation  of  gas  from  offshore  recervea  to  an  on- 
shore location  without   making   it  subject   to   interstate   control   for   allocatioa 
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Unless  the  two  actions  set  out  above  are  taken,  the  U.S.  faces  the  prospect  of 
becoming  dependent  on  foreign  nitrogen  sources  in  much  the  some  fashion  as  it  is 
now  dependent  on  foreign  oil  sources,  and  with  the  same  potential  consequences. 

Another  matter  of  concern  to  this  Committee  has  been  domestic  fertiliser  prices. 
I  feel  that  the  period  of  the  very  substantial  price  increases  is  past.  By  and  la^, 
the  increases  which  have  been  announced  for  the  spring  of  1975  are  only  moder- 
ately above  those  of  the  fall  of  1974,  and  one  would  expect  any  further  increases 
to  be  largely  the  result  of  increased  costs. 

Looking  at  the  world  situation,  we  would  expect  to  see  a  continued  shortage  of 
materials  for  at  least  the  next  several  years.  There  are  numerous  fertilizer  projects 
under  consideration  for  development  around  the  world,  but  in  most  cases  these 
are  somewhat  slow  in  getting  under  way;  in  many  cases,  it  will  be  four  to  five 
yeare  before  they  are  in  full  operation.  Just  how  acute  the  world  fcrtiliier  shortage 
will  continue  to  be  will  depend,  to  a  large  extent,  on  the  international  monetary 
situation  and  the  ability  of  those  countries  needing  the  fertiiiier  to  have  sufficient 
funds  to  make  the  purchases  in  the  light  of  the  high  cost  of  imported  petroleum 
products. 
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8f:kator  TALHAoaE, 
U.S.  Senale: 

The  immediate  expansion  of  food  production  through  the  reconversion  of  the 
automobile  industry  to  tractor  production  is  the  only  sane  policy  that  the  U.S. 
can  adopt  to  end  the  depression  and  stop  the  spread  of  worldwide  famine. 

In  order  to  do  thia,  auto  worlcers  nationwide  must  l:>e  immediately  reemployed 
to  produce  a  stockpile  of  well  built  automobilea  and  trucking  equipment,  simul' 
taneous  with  reconversion  of  relevant  plant. 

This  means  a  full-throttle  production  program  with  the  employment  of  at  least 
200,000  to  300,000  workers  in  auto. 

We  demand  that  the  U.S.  Congress  and  city,  local,  and  State  representativee 
fight  with  the  K.S.  Labor  Party  for  the  EAPA  package  and  appropriate  leg^a- 
tion  to  immediately  reopen  auto.  Impeach  Nelson  Rockefeller. 

fiigacd  by  198  Labor  Party  members  and  supporters  In  New  Jersey. 

s  £.C.  Alshouse,  et  al. 


Arka  Dk- 

^Ir.  Chairman  and  Members  of  the  Committee: 

My  name  is  William  E.  Murray.  I  am  Legislative  Ilepresentative  for  Rural 
Area  Development  of  the  National  Rural  Electric  Cooperative  Association,  the 
tintinna)  service  organization  of  nearly  1,000  rural  electric  systems  operating  in 
4fi  states.  These  systems  bring  central  station  electricity  to  approximately  24 
laillinn  farm  and  rural  people  over  lines  in  2600  of  the  nation's  3100  counties. 

We  appreciate  this  opportunity  to  participate  in  the  hearings  on  the  "Agri- 
culture and  Anti-Depression  Act  of  1075".  It  is  our  understanding,  Mr.  Chairman, 
that  the  legislation  is  to  include  amendments  to  the  Rural  Development  Act 
<.f  1072. 

.\r  you  know,  Mr.  Chairman,  the  National  Rural  Electric  Cooperative  Asso- 
ciation, on  behalf  of  its  member  systems,  strongly  supported  the  Rural  Develop- 
ment Act  of  1972  and  considers  it  a  very  important  means  of  achieving  the  kind  of 
f'otmd  rural-urban  balance  so  important  to  not  only  the  future  of  rural  America 
but  niso  to  the  nation  aa  a  whole.  Further,  NRECA  views  the  Rural  Development 
Act  us  the  mainifcstation  of  the  commitment  which  Congress  made  to  rural 
development  in  Title  IX  of  the  Agriculture  Act  of  1970,  which  you,  Mr.  Chairman, 
Hpiinsorcd.  That  commitment  stated:  "The  Congress  commits  itself  to  a  stound 
liiilancc  between  rural  and  urban  America.  The  Congress  considers  this  balance 
!i'i  ceJKcntial  to  the  peace,  prospertiy.  and  welfare  of  all  our  citiKcns  that  the  highest 
priiirity  must  be  given  to  the  revitalization  and  development  of  rural  areas." 

Our  i^tatcment  will  deal  with  two  aspects  of  the  Rural  Development  Act.  One 
will  cover  amendments  which  we  i)elicvc  will  improve  the  Act.  The  other  with  how 
the  Act  can  help  prevent  a  depression,  a  subject  which  is  of  primary  concern  in  the 
proposed  legislation. 

Before  wo  suggest  specifics  in  regard  to  how  the  Rural  Development  Act 
rniffht  be  amended  to  make  it  more  effective,  we  wiah  to  stress  that,  generally, 
wf  think  the  Act  as  written  is  the  most  important  rural  development  legislation 
ever  enacted  and  in  its  present  form,  without  amcndmciits,  it  could  achieve  all 
the  iibjectivrs  Congress  intended  for  it  if  the  Administration  would  implement  it 
■  iho  scale  commensurate  with  the  needs. 


In  brief,  the  Rural  Development  Act  expanded  existing  authorities  and  pro- 
fO'ains  in  USDA  and  suppUed  some  essential  missing  components  so  as  to  make 
piissihle  for  the  first  time  the  launching  by  the  Federal  Government  of  the  kind  of 
mii-:sive,  comprehensive  rural  development  necensary  to  provide  an  alternative 
to  continued  rural  out-migration.  Of  the  new  programs  established  by  the  Act, 
that  which  provides  financing  for  job^reating  enterprises  in  the  most  significant, 
in  our  opinion.  This  was  the  most  important  missing  ingredient  in  USDA's 
rtiral  development  tool  kit.  Jobs  have  to  be  at  the  top  of  the  list  in  any  effort  to 
revitalize  rural  areas. 

The  Rural  Development  Act  rounded  out  USDA's  capalulities  in  rural  devel- 
opment by  complementing  on-going  programs  such  as  rural  electrification. 
housing,  and  others.  Moreover,  it  assigned  the  mission  for  rural  development  to 
the  USDA  and  authorized  and  directed  the  Secretary  of  Agriculture  to  coordinate 
the  programs  of  all  executive  i^encies  with  respect  to  rural  development.  Thus, 
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the  RiiRil  IJcvdcipuicnt  Act  riivp  to  one  fedentl  dcpartiupnt,  the  I'SDA,  the  addi- 
liniiiil  m!iji)r  eompoiicnts  for  rural  development  which  it  lack4>d,  authoriied 
cxpiiiiKion  iif  existing  programs,  proWded  unlimited  liiinnciiig  for  these  progTRin:', 
und  n«Kigned  to  it  the  authority  it  needed  to  enrry  out  itj4  rexponaibilitieH  and  to 
!*ee  to  it  that  the  other  ogencieK  worked  in  concert. 

While  the  object  of  rural  development,  to  a  lai^  estflnt,  has  been  to  reverse 
the  nil  Immigration  from  mritl  to  iirlian  a.wai',  and  thut  is  now  happening,  the  Rum) 
Development  Act  plua  the  on-going  programs  that  it  complemctitH,  ha»  the  potrn- 
lini  of  helping  to  avert  another  deprmsion  in  rural  America.  Notwithstanding 
the  fact  that  a  Ruund  and  healthy  agriculture  is  hiir^ic  to  the  economy  of  rural 
arciw — and  we  hope  that  thin  Committee  will  devisw  the  Itind  of  legialntion  needed 
t<i  mnititnin  a  vigorous  farm  economy — some  40  to  4.i  million  rumJ  Americiins 
depend  on  non-farm  iobs  for  their  Uvclihoods.  In  fact,  over  50  per  cent  of  farm 
families  obtain  more  than  half  of  their  income  from  non-farm  jobs.  Therefore, 
it  y>  essential  that  both  the  farm  and  non-farm  sectors  of  the  rural  economy 
remain  stn>ng. 

With  unemployment  over  8  per  cent  nationally,  and  trending  higher — sonic 
predict  it  will  go  over  10  per  cent  within  the  near  future — we  have  to  a.'saume  thut 
nirul  arean  are  lieing  aCt-cted  severely.  The  extent  of  unemployment  in  rural 
ureiLs  is  more  difficult  to  ascertain  since  the  Depnrtntent  of  Labor  ligureH  an;  not 
current.  The  m<ist  up-to-date  ore  those  for  the  quarter  ending  December  31, 
in74.  M<ireover,  there  in  extensive  underemployment  in  rural  aceafi.  In  this 
regard,  we  would  urge  the  Committee  to  request  the  t'SDA  and  the  D^itutinent 
of  I^boF  ti>  develop  a  method  to  monitor  ruri^  unemployment  more  carefully 
and  on  a  more  current  basin. 

Hopefully,  the  recession  in  rural  America  will  not  turn  into  a  deprenston.  This 
Committee  ia  to  be  commended  for  its  concern  with  preventing  a  depres.sion  as 
u  goal  of  the  legislation  which  it  is  developing. 

We  would  emphasize  that  the  Rural  DeveU)pnient  Act,  along  with  the  URDA 
programs  it  supplements,  plus  the  authority  of  the  SeerrtJiry  of  Agriculture  1" 
bring  to  Ix'ar  other  resoiirceii  of  tlie  Executive  Branch  through  the  authority  of 
Section  fi03.  would  make  it  posfible  to  stimulate  the  economy  of  rural  America  by 
providing  hundreds  of  thousands  c>f  jol>s  in  building  essential  community  facilities 
of  nil  kinds,  in  helping  to  develop  new  business  enterprises,  in  saving  exiDting  oni's 
from  bankrupi.ey,  and  in  providing  hundreds  of  thousands  of  new  housing  units. 
In  addition,  the  Itund  DeveUipmciit  Act,  through  tarni  operating  loans  and  owner- 
shin  loims,  c:in  supply  the  credit  many  farm  operatiirs  require  to  stay  iu  business. 

Frankly,  we  an-  disapixiinted  and  puri^iised  that  the  White  House  ha.s  not 
Considered  using  the  authorities  under  the  Rural  Development  Act  in  itfl  efforts 
to  l)olster  the  economy  nnd  combat  unemployment.  For  example.  Farmers  Home 
Admitilslr: It  ion's  rural  housing  program  could  be  expanded  l)y  the  Administration 
to  hel[)  get  the  foundering  housing  industry  going  again.  It  could  do  thi^  by 
setting  the  loan  level  ffir  niral  housing  at  a  tigure  several  times  higher  thnn  the 
amoimt  for  fiscal  Ifl7.'>  and  lQ7ft.  It  could  begin  such  a  program  today  since  the 
funds  involved  are  nut  appropriated.  Congress  has  given  the  Administ  ration 
sufficient  authority  to  niake  such  a  decisicm.  The  same  apjilies  to  otiier  programs 
including  those  which  finance  water,  sewer  and  essential  community  facilities 
of  nil  kinds.  Mor('i>ver,  in  our  opinion,  the  effects  would  i>e  beneficial  nationvndc. 

We  urge  the  C.omniitIee  to  direct  the  Sf^cn-tarj-  of  Agriculture  to  immediately 
draw  up  a  natiimwide  |)tan  to  combat  the  n-cession  nnd  prevent  n  depresxion. 
using  tiie  authorities  i>f  the  litirul  Development  Act  and  other  authorities  which 
ara  vested  in  him. 

If,  however,  in  the  judgment  of  the  Committee,  the  VHDA  would  not  agree 
to  such  a  recommendation,  then  the  Rural  Development  Act  should  be  amended 
to  make  those  authorities  which  are  now  discretionary,  mandatory.  Combined 
with  this,  we  would  recommend  that  C<mgre«s  assuine  authority  for  wtiing 
annual  loan  levels  for  various  programx  authorized  in  the  Act  an  well  as  under 
Title  V  of  the  Housing  Act  of  1049,  At  present,  this  authority  is  vented  in  the 
Executive  Branch.  A  simple  amendment  could  trannfer  it  to  the  Congress 
wliieh  would  then  enable  Congn-ss  to  decide  what  loan  leveld  for  the  various 
programs -would  I je  necessary  ti)  achieve  the  obiectives  of  sti mutating  the  economy 
and  preventing  a  depreNsiiin. 

The  r<^commendQtions  to  achieve  thei«e  objectives  ure  as  follows: 

(I)  An  amendment  to  triinsfer  from  the  Executive  Branch  to  Congreio  the 
authi)rily  for  setting  annual  loan  levels  for  pnigranis  under  the  Act  and  for 
housing  programs  under  Title  V  of  the  Housing  Act  of  l'J49. 
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<2)  Mnke  mandatory  thiwc  nuthorkies  in  the  Act  which  ure  dow  diricrctionarv. 
incltiding  the  rc>Uowingsecti<>nH<if  Title  1:  Sections  »04(b);  30a(a)(l):  306(a)(2'); 
:ilKi(iO(6);  a06(!i){U};  310(A);  310(B) (a);  310(B) (b);  310(B)(c);  310(C);  312(b); 
312(c);  312(D). 

(3)  Interest  rtktcs  »□  business  luid  induxtrinl  loan:<;  For  guaranteed  loans,  the 
iiilcrcst  rate  is  what  the  Ixirrower  and  lender  agree.  Hiiwever,  it  could  be  ho  liigh 
thiit  the  HUCCCHS  of  the  project  luight  be  jeopardized.  We  would  recommend  that 
the  Act  be  amended  tu  uet  a  niaxlmum  rate  of  not  more  than  iiiarket  rate.  Am 
for  insured  loanii,  the  present  fonniila  can  be  interpreted  ti>  permit  an  intereiit 
niu-  subHtantiully  Mabcr  than  market  rate.  I  should  be  no  higher  than  the 
niiirket  rate,  and,  preferably,  lower. 

(4)  Section  308(a)  (II):  We  would  recommend  that  the  $10  million  authorization 
lie  increased  to  $50  million  and  th*t  thin  Section  be  clarllied  su  as  to  make 
cKjilicit  what  now  seeias  implicit,  namely,  that  these  funds  can  almi  be  used 
for  AnancinK  renearch  and  experimental  aapects  of  rural  development. 

(■))  Frovide  tiranta  tii  be  used  in  conjunction  with  loans  for  esaential  community 
f:icililies.  Many  communities  would  need  this  kind  of  n^sirttance  if  they  are  to  be 
able  to  afford  new  comniunlty  facilities.  It  neems  to  us  that  the  name  reasoning 
under  which  grants  are  made  available  fur  water  and  sewer  projects  should  also 
apply  to  other  community  facilities  of  an  essential  nature. 

If  you  agree  that  the  Rural  Devdopraent  Act  and  related  existing  USDA 
legislation  can  and  should  be  uxed  at  thin  critical  juncture  in  our  tiKtion's  history 
to  tr>-  to  keep  the  recession  from  turning  into  a  depresilim,  then  we  would  ask  yoii 
to  consider  increasing  the  authorizations  for  grantj<  under  the  Act  eommeiisur&te 
wiih  what  your  studies  indicate  would  be  needed.  Also,  we  believe  you  should 
gl\e  consideration  to  increasing  the  maximum  grant  for  water  and  sewer  systems 
from  the  present  50  per  cent  tn  a  higher  figure  or,  a»  an  alternative,  provide  inter* 
est  credits  which  would  reduce  the  interest  rates  on  loans.  The  interest  credit 
iipproach  has  been  used  under  FmHA  housing  programs  since  1968.  The  lntei>etn 
rate  on  a  mortgage  can  be  reduced  to  as  low  as  1  per  cent  with  nn  annual  or  M- 
iiimuai  review  of  the  borrower's  ability  to  pay  a  higher  Interest  rate. 

Lastly,  we  would  recommend  that  Section  603(b)  be  amended  to  spell  out  In 
niore  di'tiiil  the  role  of  "leadership  and  coordination  within  the  Executive  Branch'" 
which  the  Secretary  of  Agriculture  is  "authorized  and  directed"  to  provide.  We 
l>elk'vc  that  the  USDA  should  serve  as  an  ombudsman  and  advocate  for  rural 
areas.  This  would  include:  Providing  a  one-Htop  service  through  which  rural 
eommunitics  can  obtain  Federal  ussietaoce  for  projects;  representation  of  rural 
interests  before  Federal  agencies  to  insure  equltal)le  allocations  under  Federal 
proi^niins  and  equitable  allocations  of  scarce  materials  and  resources;  providing 
i<-cbnic!d  assistance;  determining  rural  impact  of  proposed  national  legislation 
:iiid  developing  recommendations  to  insure  fair  treatment  of  rural  areas,  and 
)!-:sistnnce  tri  bupiness  firms  in  seeking  Federal  contracts. 

We  \'ery  much  appreciate  this  opportunity  to  express  the  views  of  our  Associa- 
tion on  some  of  the  critical  matters  under  consideration  by  the  Cunimittec. 

1^T^T^:MKST  OF  Thom.is  T.  Irvin,  Cohuibsioner,   Georgia  Dkpahtment  of 

AORICULTURE,    ATLANTA,    Ga. 

.\lthough  agriculture  always  seems  to  have  more  tlian  Its  share  of  problems, 
I  can  never  remember  our  farmers  being  more  concerned  and  c<infused  in  at- 
tempting to  plan  future  production  efTorts. 

The  state  of  the  economy,  the  inflationary  increase  In  the  price  of  everything 
farmers  need,  shortages  or  tight  supplies  of  such  production  necessities  as  fertilizer 
:ind  pesticides  and  uncertainty  over  future  supplies  of  fud  and  labor,  demand 
strong  determined  leadershi]j  as  well  as  adequate  legislation  if  we  are  to  meet  the 
food  needs  of  America  and  the  less  fortunate  people  of  the  world. 

Concerned  with  the  problems  facing  today's  agriculture  but  confident  that  you 
Senators  will  demonstrate  your  understanding  and  ability  with  adequate  farm 
Icfiislation,  I  would  like  to  comment  just  briefly  on  those  agricultural  endeavors 
that  arc  of  major  concern  to  farmers  nerc  in  the  State  of  Georgia. 


I  know  that  you  arc  well  aware  of  the  price  situation  which  has  left  our  cotton 
f;irm<'r<  in  f\  frustrating  price  hind.  There  is  just  no  way  we  can  produce  COttoD 
at  the  price  for  which  it  has  been  selling. 
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A  nurvc>'  of  prospective  planttnga  in  Georgia  for  this  year  reveals  a  total 
commitment  of  only  180,000  acres  or  a  57%  reduction  in  cotton  pLontingg  from 
previnuH  year  and  thl^,  in  a  state  that  once  planted  over  five  million  acres. 

Paced  with  the  smallest  cotton  crop  since  the  early  1800'a,  we  murt  have  a 
target  price  of  at  least  52p  per  pound  with  cost  escalation  provisions.  This,  coupled 
with  a  loan  rate  of  some  i2t  to  44^  would  serve  en  a  boost  to  the  morale  of  our 
disheartened  cotton  farmers  and  would  undoubtedly  convince  some  of  them  to 
remain  in  production  until  such  time  as  the  market  recovers. 

I  KuggcHt  that  you  also  allow  provisions  for  releasing  and  reapportioning  cotton 
allotment  be  continued  as  they  are.  1  feel  that  restricting  the  reapportioning  of 
cotton  allotmenU  to  state  lines  i^  most  desirable. 


The  existing  peanut  program  appears  to  be  working  well  and  to  the  satisfaction 
of  all  involved.  It  is,  therefore,  my  recommendation  that  the  program  be  con- 
tinued intact,  exactly  as  carried  out  during  the  1974  season. 

MILK 

This  Ik  another  program  which  apparently  has  few  correctable  flaws  and  my 
only  recommendation,  baned  on  the  increased  costs  of  doing  business,  is  that 
minimum  price  supports  for  manufactured  milk  products  be  increased  to  8<> 
percent  of  parity. 

While  com  prices  this  past  year  have  been  generally  satisfactory  to  formers, 
an  assurance  of  greater  stability  to  the  market  would  be  most  welcome  with  a 
target  price  of  at  ienat  S2.00  per  bushel.  Production  of  this  most  basic  crop — 
important  to  adequate  meat  production  as  well  as  a  major  food  staple  within 
itself — Is  absolutely  necessary  to  plentiful  food  in  this  nation  as  well  as  in  other 
parts  of  the  world. 


Wheat  irt  not  necessarily  a  major  crop  in  Georgia.  It  is  one  of  a 
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Georgia  is  the  nation's  major  poultry  state.  Ranking  second  in  broilers  and 
second  in  eggs,  when  the  two  arc  combined  we  rank  first  in  these  two  popular  food 
products.  f 

During  this  past  year  there  was  a  decrease  in  the  average  price  of  broilers  which 
marked  the  first  price  decline  that  we  have  had  in  four  years,  and  in  view  of 
current  prices,  the  industry  is  looking  to  the  future  with  some  apprehension. 

I  suggest  that  your  Committee  recommend  to  the  USDA  an  expanded  use  of 
poultry  and  poultry  products  lie  implemented  in  the  school  luncn  program  as 
well  as  other  food  distribution  programs  at  home  and  abroad. 

BEEP 

The  red  meat  situation  in  my  state  is  typical  of  the  national  picture.  Although 
pork  prices  are  expected  to  improve  somewhat,  the  cattle  picture  continues  bteaK. 

Feeder  c^ves  are  bringing  from  20  to  22p  per  pound,  about  40%  of  what  they 
brought  two  years  ago,  yet  the  coat  of  production  is  more  than  twice  that  and  the 
retail  price  has  dropped  very  little — or  so  it  seems. 

In  an  effort  to  help  our  cattle  industry  recover  as  soon  as  possible  and  assure 
at  least  some  economic  stability  to  this  major  enterprise,  I  strongly  recommend  a 
thorough  survey  of  red  meat  imports  into  this  nation  followed  by  appropriate 
action  to  insure  that  such  imports  arc  regulated  in  such  a  manner  as  to  protect 
America's  beef  producers  and  assure  prices  at  lea."t  equal  (o  the  co.at  of  production. 

In  closing,  let  me  assure  each  of  you  that  I  am  not  unmindful  of  the  tremendous 
n>sponsibiIities  confronting  you,  as  well  ax  the  pro  and  con  pressures  from  opposing 
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The  problems  of  the  farmer,  ba  many  of  you  know  from  firat-hand  experience, 
arc  peculiarly  different  from  those  of  any  other  businessman.  Your  Committee, 
more  than  any  other  group  of  iodividuala,  controls  the  destiny  of  those  who  pro- 
duce the  food  and  fibre  essential  to  an  orderly  world. 

I  have  presented  herewith  what  I  feel  are  sugKestionn  which  will  give  the  farmer 
more  of  a  lighting  chance  and  it  is  my  sincere  nope  that  your  ultimate  decisions 
will  encompass  these  ideas — in  whole  or  in  part. 

It  is  also  my  hope  that  the  cost-of -production  escaifltor,  written  into  the  1973 
Act  by  Congress,  will  be  made  effective  for  1975  and  thereafter,  for  all  crops  of 
eiirn,  cotton,  feed  grains  and  wheat. 

World  population  increases  and  the  growth  of  a  more  affluent  social  class  among 
the  poor  and  emerging  nations  require  an  ever  stronger  American  agricultural 
foundation. 

Our  ability  to  produce  the  food  and  fibre  necessary  to  the  health  and  welfare 
of  our  own  people,  as  well  as  millions  of  people  abroad  can,  and  should  be,  the 
most  important  single  factor  in  the  establishment  and  preservation  of  a  peaceful 
world. 
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AGRICULTURE  AND  ANTI-DEPRESSION  ACT  OF  1975 


TtTESDAY,  UABCH  4,  1975 

U.S.  Senate, 

COMMITTEB  ON   AORICULTCRE   AND   FORESTRY, 

Dss  Moines,  Iowa, 
The  committee  met,  pursuant  to  notice,  at  9  a.in.,  at  tlie  State  Fair- 
grounds, D&s  Moines,  Iowa,  Hon.  Dick  Clark  pi-esiding. 

Present :  Senator  Clark. 

STATEMENT  OF  HON.  DICE  CLABE,  A  U.S.  SENATOR  FBOH  TEE 
STATE  OF  IOWA 

Senator  Clark.  This  hearinn;  of  the  Senate  Agriculture  and 
Forestry  Committee  will  come  to  order. 

We  aie  here  today  to  spend  a  few  hours  talking  about  American 
aijricnlture — the  potential  and  the  problems,  and  hopes  and  the  fears, 
the  prospects  for  crops  and  prosperity  in  the  months  ahead.  And 
there  is  no  better  time  or  place  for  this  kind  of  discussion  than  right 
now,  right  hei-e. 

In  just  a  few  weeks,  farmers  on  more  than  125,000  Iowa  farms  wUl 
begin  to  plant  their  com  and  soybeans.  The  decisions  tliey  make 
»I>out  how  much  to  grow  will  have  a  profound  impact  on  the  avail- 
ability and  the  cost  of  food,  not  only  in  this  country,  hut  in  many 
countries  throughout  the  world.  Cattle,  hogs,  and  poultry  feeders, 
wheat  farmei-s,  cottongi-owers — all  will  be  making  the  same  kind  of 
juclgment  and.  together,  their  decisions  will  have  as  much  influence 
on  tlie  Nation's  economic  well-being  as  the  decision  of  Congress  or 
the  administration  or  the  Federal  Board. 

Given  the  importance  of  that  collective  judgment,  the  circum- 
stances of  today  are  not  very  encouraging.  The  market  price  of  com, 
beans,  and  small  grain  has  dropi>ed  a  quarter  to  a  third  since 
Oi'toher— farm  prices  fell  4  percent  in  the  last  30  days. 

The  cost  of  production  has  risen  so  much  tliat  it's  no  longer 
possible  to  raise  cattle  without  losing  money.  And,  in  tlie  last  year, 
even  the  weather  has  become  tlie  farmers  advei-sary. 

Inflation  has  infected  the  entire  economy,  and  obviously,  food  is  no 
exception.  In  1974,  food  prices  went  up  14  percent,  but  the  cost  of 
laising  and  growing  the  food  went  up  much,  much  fastei'.  In  1974, 
the  consumer  paid  more  than  ever  for  products  on  the  supermarket 
slielf,  but  the  farmer  received  less  and  less  of  the  food  dollar — less 
tlian  4U  cents  as  of  last  month. 

(I) 
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With  all  of  this,  it's  not  surprising  that  some  farmers  want  to 

f)roduce  less.  They're  justifiably  afraid  of  the  boom  or  bust  cycle  that 
las  plagued  agriculture  in  this  country  for  so  long.  They  look  at 
the  market  price  of  grain  and  beef,  they  look  at  the  cost  of  fertilizer 
and  machinery  and  energy,  and  they  look  at  what's  going  on  in 
Washington,  D.C.  And  they're  afraid  of  the  way  the  wind  is  blowing. 

I  have  talked  to  a  great  number  of  people,  formally  and  informally 
and  I  am  very  interested  in  the  comments  that  come  out  of  all  of 
thpse  meetings. 

For  10  full  days  last  month,  tlie  Senate  Committee  on  Agriculture 
and  Forestry  listened  to  experts,  to  lobbyists,  and  Government  oflicials 
talk  about  farming  and  what  should  be  done  to  improve  the  1973  farm 
bill  and  cncoura<re  production.  Some  of  them  said  Congress  should 
throw  out  the  billand  start  all  over  again.  Others  said  it  was  fine,  that 
farmers  would  produce  a  record  harvest  if  everyone  would  only  let  the 
free  market  work.  The  best  course  probably  lies  somewhere  in  between 
those  two  extremes,  and  I  hope  in  these  hearings  that  you'll  help  us 
find  it. 

We  plan  to  hold  hearings  tomorrow  in  Kingsley,  out  by  Sioux 
City :  but  there  is  a  chance  that  because  there  may  be  a  vote  tomorrow 
in  the  Senate  on  a  subject  that  is  very  important  to  us  all  the  chance 
is  that  they  will  be  moved  up  to  sometime  later.  But  that  decision 
will  have  to  be  made  in  the  next  3  or  4  hours. 

The  House  Agriculture  Committee  already  has  reached  a  tenta- 
tive agreement  on  some  changes  in  the  farm  program:  A  target  price 
for  com  at  $2.25,  a  loan  rate  at  $1.87.  For  soybeans,  the  loan  rate  is 
$3.94.  With  both  corn  and  soybeans  selling  today  at  or  near  the  cost 
of  production,  the  importance  of  putting  the  farm  program  back 
in  line  with  reality  is  all  too  obvious.  The  alternative— the  same  farm 
bill  with  the  same  kind  of  indifference  from  Government — can  only 
mean  reduced  production,  eventually  higher  consumer  prices,  and 
more  bad  news  for  the  Nation's  economy.  In  about  10  days,  the  Senate 
Committee  on  Agriculture  and  Forestry  will  start  to  write  a  new  bill  or 
amendment,  ba^d  in  part  on  the  testimony  which  we  receive  here 
today,  and  from  the  witnesses  at  Kingsley.  We  may  accept  or  reject, 
or  significantly  modify  what  the  House  ^Agriculture  Committee  did 
last  week.  We  certainly  should  be  able  to  finish  the  markup  of  this 
bill  this  month,  and  hopefully  pass  a  bill  in  the  Senate  before  the  end 
of  March.  That  is  our  goal.  That  means  we  could  go  to  conference 
late  this  month  or  early  in  April,  and,  hopefully,  quickly  have  a  biU 
to  the  President  in  April.  At  least  we  plan  to  have  the  opportunity  to 
have  it  there  before  anybody  starts  planting. 

If  this  country  wants  the  fanner  to  produce  more  grain  and  more 
beef,  the.n  the  Government  has  an  obligation  to  help  create  an  atmos- 
phere that  encourages  that  production.  The  farmers  want  and  de- 
sei've  more  assurance,  or  some  insurance,  that  Government  policy, 
or  bad  weather,  or  wild  price  fluctuations  won't  drive  him  off  the 
farm  as  he  tries  to  produce  food  for  the  coimtry  and  a  good  part  of 
the  world. 

CongreFS  tried  to  provide  that  insurance  when  it  passed  the  farm 
bin  2  years  ago,  but  since  then,  events  have  shown  both  the  need  for 
a  good  fann  program  and  the  need  to  improve  the  one  that  we  have. 
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There  are  a  great  many  proposals,  a  great  many  areas  to  explore 
ill  these  hearings.  Certainly  I  want  to  hear  your  judgment  and  your 
opinion  on  such  things  as  if  the  target  price  appears  to  be  adequate, 
if  so.  or  if  not,  what  level  would  be  justified.  We  want  to  hear  your 
opinions  on  price  support,  commodity  loan  rates.  Should  they  be 
increased!  Should  nonrecourse  loans  be  continued?  If  so,  at  what 
iritoi-est  rate?  We  want  to  hear  your  judgment  on  the  disaster  pro- 
\'isions  of  the  Agriculture  Act.  We  have  several  people  here  today 
who  arc  going  to  testify  about  how  well  those  have  worked,  or  how 
tlicy  may  have  not  worked  at  all.  We  want  to  hear  your  opinions  on 
fertilizer  supply,  and  any  of  the  other  elements,  any  of  the  other 
factoi-s  which  you  think  are  important  for  us  to  consider  when  we 
start  looking  at  this  legislation  next  week  or  the  week  after.  The 
information  and  tlie  suggestions  that  you  give  us  will  help  the 
Senate  Agriculture  Committee  write  a  new  farm  bill  that  meets  the 
needs,  hopefully,  of  faimers  and  consumers. 

As  we  go  through  the  day,  it's  important  to  remember  just  how 
much  is  at  stake  in  all  of  this.  No  State  has  a  greater  dependence  on 
farm  income  than  Iowa.  No  State  produces  more  corn  or  more  hogs. 
The  Nation's  balance  of  trade  and  its  economic  well-being  depend  in 
no  small  part  on  Iowa's  agricultural  praduction.  These  hearings — imd 
the  legislation  they  will  help  shape — are  not  just  farm  hearings 
Iwcaiise  what  we  do,  what  the  American  farmer  does,  will  affect 
people  eveiywhcro.  After  all,  when  it  comes  to  food,  we're  all  in  it 
together. 

So  the  hearings  will  now  open.  I  would  like  to  introduce  Mr,  Tom 
Savior  on  my  right,  who  is  on  the  staff  of  the  Senate  Agriculture 
and  Forestry  Committee,  and  is  going  to  assist  me  in  these  hearings ; 
and  Ed  Campbell,  who  is  farther  to  the  right,  who  is  on  the  staff 
of  Senator  John  CiJver;  and  Clayton  Hodgson  on  my  left,  who  is 
with  Congressman  Bedell's  office,  who  will  perhaps  be  at  our  hearings 
in  Western  Iowa.  Congi'essman  Bedell  is  on  the  House  Agriculture 
Committee,  Bob  Wegmuller  is  my  farm  liason  staff  person,  and  those 
of  vou  that  liave  come  here  to  testify  should  contact  Bob,  and  he 
will  make  sure  that  you  are  worked  iiito  the  program,  if  it  is  at  all 
possible. 

I  think  it  might  be  well,  before  we  call  the  first  witness,  to  just 
read  to  you  some  of  the  ground  rules  for  today's  hearing.  We  want 
to  give  everyone  an  opportunity  to  speak,  if  we  possibly  can,  rather 
tliaii  just  letting  3  or  4  people  go  on  for  20  minutes,  we  want  to  tiy 
to  get  a  great  variety  of  experiences,  and  a  variety  of  testimony 
from  as  many  different  people  as  we  can.  So  just  let  me  read  these 
ground  rules,  so  that  we  all  know  how  we  are  going  to  spend  the  day, 
and  sort  of  know  what  to  expect. 

-V  transcript  of  all  testimony  and  conversation  will  be  made  for 
the  jiiiipose  of  preparing  for  distribution  verbatim  transcript  in 
printed  form.  Oral  testimony  must  be  limited  to  10  minutes.  We  are 
going  to  ask  each  of  you  not  to  speak  for  more  than  10  minutes.  In 
fact,  Afr.  Saylor  is  going  to  ring  the  bell  when  the  10  minutes  are 
up ;  W)  try  to  end  your  comments  as  quickly  as  you  conveniently  can 
following  that.  If  yoii  speak  less  than  that,  you  ai-e  not  going  to  be 
penalized  of  course  and  we'll  just  s^wnd  more  time  on  questions.  I 
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guess  the  bell  is  going  to  sound  a  little  before  the  10  minut«s,  so  that 
you  will  actually  have  10  minutes.  There  will  be  no  limit  to  the  length 
of  testimony  to  be  submitted  for  the  record.  If  any  of  you  that  have 
brought  longer  statements — that's  fine — read  from  it,  paraphrase  it, 
do  whatever  you  like,  spend  your  10  minutes  in  whatever  way  yon 
think  appropriate,  and  leave  us  the  copy  of  the  full  testimony.  If 
some  of  you  cannot  stay  and  testify,  we  would  be  delighted  to  have 
your  testimony  submitted  in  written  form  for  the  record. 

Because  we  are  about  to  write  this  bill,  we  are  not  goin^  to  leave 
the  record  open  as  wc  normally  would,  for  more  than  a  brief  period 
of  time.  We  would  like  you  "to  send  that  written  testimony  to  us 
today,  or  tomorrow,  or  the  next  day,  so  that  it  can  be  included  in  the 
printed  record. 

To  make  it  a  hit  easier  for  the  recorder,  I  would  like  you  to  an- 
nounce your  name,  address,  and  association,  if  that's  pertinent,  at 
the  beginning  of  your  testimony ;  if  you  are  representing  the  Farm 
Bureau,  or  the  NFU  or  the  NFO,  or  the  Corn  Growers,  let  us  know 
that.  In  addition,  forms  are  provided  for  recording  this  information, 
so  please  fill  those  out. 

Jsow  we  are  going  to  move  as  quickly  as  possible,  so  that  we  can 
give  as  many  people  as  possible  a  chance  to  be  heard.  At  the  end 
of  the  day,  witnesses  still  remaining  who  have  prepared  testimony, 
but  are  yet  unheard  should  submit  tlie  text  for  the  record.  I  think 
that  takes  us  to  our  first  witness. 

Our  first  witness  is  Harold  Brightwell.  Mr.  Brightwell,  if  you 
will  just  come  down  here,  please.  The  microphone  is  on  and  we  are 
going  to  try  this  standing.  If  anyone  would  like  to  sit  down,  that 
would  be  iinc,  too. 

Mr.  Brightwell  is  with  the  U.S.  Department  of  Agriculture — the 
ASCS  State  offiee^and  is  a  farm  program  specialist.  We  have  asked 
you  in  to  testify,  and  have  asked  the  Department  of  Agriculture  to 
be  kind  enough  to  have  you  here,  because  we  are  particularly  in- 
terested in  some  of  the  aspects  of  the  grain  storage  and  sale  program. 
Please  proceed  in  any  way  j-ou  think  appropriate. 

SIATEHEHT  OF  HABOLD  W.  BEIOHTWELL,  FSOORAU  SPECIALIST, 
AGKICUITURAL  STABILIZATION  Aim  CONSEKVATIOH  SEETICE 
STATE  OFFICE,  U.S.  BEFABTUENT  OF  AOBICUXTUBE,  DSS  KOINES, 
IOWA 

ilr.  Brightwell.  All  right.  My  name  is  Harold  Brightwell,  I  am 
a  pi-ogram  specialist  with  the  U.S.  Department  of  Agriculture, 
ASCS,  from  the  Des  Jloincs  office. 

Senator  Clark.  Do  you  have  a  prepared  statement,  Mr.  Bright- 
well  ?  If  not,  we  have  some  questions  that  we  want  to  ask  you. 

Mr.  Brightwell.  Sir,  I  have  no  statement,  but  if  you  would  pro- 
ceed with  the  questions,  I  would  be  happy  to  answer  them. 

Senator  Clark.  You  ai-e  familiar  with  some  of  the  legislation 
which  has  been  introduced  in  Congress  to  establish  government  con- 
trol of  reserve  stocks  of  grain? 

Mr.  Brigiitwkll.  Yes,  I  am.  And  I  have  followed  that  very  closely, 
because  during  my  career  with  tlie  Depiirtment  I  liave  been  part  of 
the  grains  storage  program  ever  since  it  started. 
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Si'iialoj-  Cl.\rk,  Tlie  argument  that  some  organizations  use  against 
(Tovorninent  eoutroiled  reserves  has  been  that  whenever  the  Grovem* 
moiit  sold  com,  tliey  depressed  the  market  prices.  Has  that  been  your 
cxiiefienee  ?  Or  do  yo\i  liave  any  particular  comments  on  that 
sulijetl.  ? 

Mr.  Rrkiiitwei.l.  I  would  like  to  read  part  of  a  statement  from  the 
T'Vbruii  ly  IHTl  issue  of  the  Feed  Situation  published  by  the  Economic 
TIcsciiixTh  ftpr\ice  of  the  Department  of  Agricultui-e,  It  reads  as 
follows.  And  I  think  it's  important  to  keep  this  in  mind : 

'■Com  priees  liave  increased  more  than  seaaonaUy  since  last  fall" — and  we're 
tnlklitg  alinnt  1970—  "reachlnR  $1.42  per  bushel  in  mid-January,  the  bighest  ta 
15  years.  Prices  during  the  October  and  January  period  averaged  $1.36  per 
liiisliel,  liS  cents  higlier  than  this  same  period  last  year.  The  10-percent  drop 
ill  tlie  1970  corn  crop  because  it  was  the  year  of  com  blight,  was  a  major 
factor  in  boosting  corn  prices." 

This  big  inci-ease  in  corn  prices  occurred  in  spite  of  the  fact  that 
we  were  offering  all  of  the  corn  that  the  Government  owned  in  bin 
sites  and  in  warehouses  throughout  the  Com  Belt.  This  would  indi- 
cate that  on  the  basis  of  the  record— published  by  the  Department 
of  Agriculture — that  the  sale  of  Government  com  did  not  depress 
the  market  price;  instead,  prices  rose  more  than  they  had  risen  in  15 
yetiis.  during  the  time  we  were  offering  all  of  this  corn  for  sale. 

Senator  Ci^vrk.  Prior  to  March  1973  sales,  had  the  Government 
ever  conducted  a  corn  sales  program  through  the  State  and  county 
.VSCS  offices  without  the  buyer  having  to  pay  any  money  for  the 
•rrain  i 

Hi:  BiUGimvELL.  The  Government  has  never  before  had  that  pro- 
giam,  and  to  my  knowledge  nobody  else  ever  has.  It  was  brand  new. 

Senator  Cr_\RK.  Can  you  give  us  a  general  summary  of  the  events 
leading  up  to  these  instructions? 

Mr.  BHiGimvELL.  Yes.  Early  in  January  1973,  Washington  issued 
orders  that  they  were  going  to  move  the  authority  for  selling  bin  site 
corn  from  the  State  offices,  where  it  had  always  been,  into  the  com- 
modity office,  located — in  our  case — at  Kansas  City.  They  issued  a 
press  release  stating  that  in  January  and  February  of  1973  that 
loading  orders  would  be  issued  for  all  bin  site  com  west  of  the  Missis- 
sippi Itiver,  and  after  the  movement  of  warehouse  stored  com,  the 
Ivaiisas  City  Commodity  Office  would  be  offering  bin  sit  corn  west 
of  the  Mississippi  River  for  sale  on  a  to-arrive  basis  at  terminals. 
Xo  one  in  Washington  ever  discussed  or  talked  to  me  or  the  State 
office  alxiiit  the  Commodity  office  taking  over  the  sales  of  bin  site 
i-nru.  Bin  site  corn  sales,  as  I  liave  indicated,  were  always  handled  by 
the  .Stale  offices.  The  order  for  the  Commodity  Office  to  sell  com  ap- 
jtai-ently  was  recommended,  because  we  were  instructed  in  the 
inontiily  sales  wire  on  February  1  to  continue  the  sale  of  bin  site 
corn.  liuring  this  period  from  February  to  the  middle  of  March,  the 
people  in  the  State  office,  including  the  State  executive  director  and 
myself,  were  continually  called  by  Washington  to  do  something  about 
slejiping  up  the  sale  of  Government  owned  corn. 

(ioing  back  in  history  ]ust  for  a  little  bit.  On  March  22  and  23, 
lilT^l.  wo  had  a  State  meeting  for  County  Executive  Directors  at  the 
I  (ownfown  Holiday  Inn  in  ues  Moines,  On  the  morning  of  March  22, 
Jlr.   -Vwtiy — and   he   is  the   State   executive  director— advised  me 
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that  we  were  to  call  the  area  ofiioe  in  Washiiifrton  and  talk  to  Mr. 
Howard  Watei's  and  Elvin  Persons,  who  is  deputy  administrator  in 
charge  of  programs.  Shortly  after  lunch  we  placed  a  call  from  the 
State  office  in  room  937  of  the  Federal  building,  and  we  were  given 
instructions  to  offer  all  bin  site  corn  in  the  State  for  sale  with  no 
down  payment,  no  collection  of  sale  proceeds  until  the  corn  was 
actually  delivered. 

In  addition,  they  asked  if  we  could  think  of  an\^.hing  else  that 
we  conld  do  that  might  step  up  the  sale  of  com.  I  indicated  that  I 
thoniht  we  ought  to  move  away  from  selling  com  as  is,  and  forcini 
the  buyers  to  guess  what  the  qualitv  was,  to  make  sales  on  a  grade 
basis— which  is  the  standard  procedure  in  the  industry. 

I  also  asked  why  we  couldn't  have  more  time  to  make  the  sale,  and 
WAS  ndvised  that  no  more  time  was  available.  T  was  informed  that 
nil  of  the  com  had  to  be  offered  for  sale  by  March  26.  which  was 
Monday  following  the  Friday  that  we  got  the  instructions.  To  my 
knowledge,  no  one  ever  gave  us  a  reason  why  there  wasn't  any  more 
time. 

As  a  side  comment,  our  sale  confirmation  details  were  never 
furnished  to  the  State  office  until  after  April  12  and  we  did  not 
receive  anv  written  confirmation  of  the  sale  details  until  that  date, 
although  the  sales  wore  made  prior  to  that  time.  The  details  of  the 
sale  came  over  the  wire,  which  was  undated,  but  which  was  received 
in  the  State  office  on  April  11.  1973. 

Senator  Clark,  Did  they  ever  have  a  sales  program  before,  where 
you  could  leave  the  corn  in  stoiage  with  no  cost,  until  such  time  as 
transpoi-tation  facilities  were  available? 

Mr.  liRiGHTWELi^.  I^'o,  they  never  did. 

Senator  Cr-AHK,  About  how  much  CCC-owned  com  was  in  bin  sites 
and  warehouses  when  the  com  was  offered  for  sale  in  late  March? 

Mr.  Bbightwell.  I'm  speaking  for  Iowa,  and  in  Iowa  we  had  13 
million  bushels  of  com  in  CCC  bins  and  about  10  million  bushels 
of  CCC  com  in  comiti-y  warehouses. 

Senator  Ci.ark.  Did  tlie  Government  finally  decide  to  begin  charg- 
ing storage  for  corn  sold  wliich  had  not  been  moved? 

Mr.  Brightwell.  Yes. 

Senator  Clark,  About  what  date?  What  time  was  this? 

Mr.  BRiairrwT,LL,  Keeping  in  mind  that  tliese  sales  were  made  in 
March  1973,  the  order  to  begin  to  cliarge  storage  came  to  the  State 
office  about  the  last  part  of  December,  and  it  was  effective  about 
the  middle  of  January  1974,  when  we  did  institute  storage  charges 
at  the  same  rate  the  Government  was  paying  other  people  to  store 
grain. 

Senator  Clark,  Can  you  make  a  reasonable  estimate  of  how  much 
of  the  storage  charges — how  much  they  would  have  totaled  for  just 
that  com  which  was  in  storage  in  CCC  bins  and  warehouses  in  Iowa, 
from  the  time  that  the  sale  was  made  until  Government  actually 
started  to  charge  storage?  In  other  words,  what  we  want  to  know  is 
how  much  the  Government  could  have  charged  for  storage,  of  this 
corn,  at  the  i-egular  storage  rates  whicli  they  are  paying  to  ware- 
housemen for  storing  corn? 
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Mr.  Brightweij,.  The  storage  charges  on  this  rate — for  the  com 
■vve  sold  in  our  bins,  would  have  amounted  to  about  $2  million,  that 
we  did  not  charge  storage  for,  and  which  we  would  normally  have 
done  if  we  had  been  following  the  procedure  that  we  had  always 
followed  in  the  past.  In  addition,  there  was  10  million  bushels  in 
warehouses,  and  the  storage  rate  on  that  would  have  been  about  $11^ 
million.  So  that  combined,  we  are  talking  about  storage  charges  that 
could  have  pi-oved  to  be  more  than  $3^^  million. 

Senator  Clark.  Do  3'ou  think  ordinary  country  warehouses  in  Iowa 
were  in  a  position  to  take  advantage  of  purchasing  corn  under  that 
set-up? 

Ml",  BniGnTWELi..  No,  they  were  not. 

Senator  Clark.  Explain  why  not. 

'Mr.  Bkightweli..  First  of  all,  there  was  just  a  couple  of  days — it's 
pretty  difficult  to  get  out  notices  to  all  country  warehousemen  in  Iowa 
in  2  days.  And  more  importantly,  it's  difficult  for  a  country  ware- 
liousi'man  to  arrange  for  financing  in  that  kind  of  buying.  They 
didn't  know  that  the  Government  was  going  to  leave  this  com  there 
for  10  to  12  months,  which  Js  what  happened.  And  also,  that  was 
the  year  when  we  had  a  very  severe  railroad  car  shortage — we  still 
have  some  of  it.  but  it  was  the  worst  that  year  that  it's  ever  been. 
And  they  just  couldn't  move  com.  And  they  were  afraid  that  if  they 
did  buy  it,  tliey'd  have  to  hedge  it,  and  they  couldn't  move  it.  And 
that's  what  happened  in  many  cases.  And  they  would  have  lost  a  lot 
of  money. 

Senator  Clark.  I  think  those  are  the  major  questions  that  we  had, 
Mr.  Utightwell,  and  we  appreciate  very  much  your  willingness  to 
come  down  this  morning  and  testify  to  these  particular  matters. 

Ml'.  Brightwell.  Thank  you  for  the  opportunity. 

Senator  Ci,ark.  We  are  going  to  hear  next  from  Roy  Fagan.  He 
is  with  the  ASCS  and  is  a  ITSDA  program  specialist.  We  are  going 
to  be  particularly  interested  in  these  early  two  or  three  witnesses 
about  the  application  of  some  of  the  disaster  aspects  of  the  Agri- 
cultural Act  which  we  passed  some  18  months  ago.  Mr.  Fagan,  would 
you  state  your  name  and  what  your  responsibility  is? 

STATEMENT  OF  ROY  FAGAN,  PROGEAM  SPECIALIST,  AGBICUL- 
TTJEAL  STABILIZATION  AND  CONSERVATION  SERVICE,  11.8. 
DEPARTMENT  OF  AGRICULTURE,  DES  KOINES,  IOWA 

iVfr.  Fagax.  I  am  the  head  program  specialist  in  charjje  of  the 
compliance  program.  This  covers  the  responsibility  of  recruiting  crop 
appraispi-s,  training  appraisers,  providing  work  assignments,  spot 
checking  completed  work,  and  interpreting  procedures  and  instruc- 
tions. 

Senator  Clark.  How  many  applications  were  filed  for  disaster 
credit? 

Mr.  Fag.vx.  Up  to  January  31,  there  were  32,586  apphcations  on 
file.  Of  these.  460  were  for  prevented  planting  and  the  rest  for  low 
yield  or  failed  acreage. 

Senator  Cr^RK.  Appraisals  for  crop  production  or  potential  pro- 
duction was  necessai^'.  How  many  were  done? 
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51i-.  Fagax.  a  few  appraisals  are  still  being  done,  but  np  to 
.Taniiai'v  31  we  had  completed  12,805.  ASCS  appraisers  did  9,927  and 
FCIC  did  2.878. 

Senator  CiJiRK,  Wei-e  experienced  persons  doing  appraisals? 

ifr.  Fag  AX,  Yes.  All  appraisals  were  done  by  the  appraisers  who 
had  received  training  in  various  appraisal  methods  by  FCIG 
instructors. 

Senator  Cr^\Riv.  T  have  heard  of  some  farmers  who  were  delayed  in 
i-eceivinir  an  appraisal.  'Why  was  this? 

Mr.  P'AfiAx.  TATien  flood,  drought,  hail,  or  frost  strikes  a  crop  the 
farmei'  is  understandably  anxious  to  salvage  whatever  he  can.  It  is 
obvious  on  a  major  disaster  such  as  drought  or  frost  that  we  wouldn't 
have  enough  trained  people  to  make  immediate  appraisals.  So  wr 
directed  appraisers  to  the  farmei's  who  were  going  to  immediately 
utilize  the  crop  by  green  chop,  pasturing,  or  plowing  under.  Those 
using  the  crop  for  silage  were  requested  to  leave  representative  strips 
for  later  appraisal. 

Senator  Clark.  Did  the  practice  of  leaving  the  strips  for  later 
appraisal  work  reasonably  well  ? 

Sir.  Faoax.  Generally,  yes;  although  in  some  cases  the  measure- 
ment of  silage  would  have  been  more  practical.  There  were  cases 
where  the  farmer,  through  misunderstanding,  failed  to  leave  strips, 
or  he  commingled  production  from  several  farms.  In  other  cases  he 
failed  to  keep  adequate  production  records  because  he  didn't  realize 
he  was  in  an  eligible  situation  until  he  was  nearly  finished  with 
harvesting. 

Senator  Ci^irk.  In  your  opinion,  would  the  same  approach  to  ap- 
praising work  better  in  1975? 

Sir.  Faran".  The  1974  disaster  increased  beyond  anyone's  expecta- 
tions. Procedures  weren't  always  understood,  and  farmers  were  un- 
familiar with  the  program.  For  1975  we  would  have  quite  a  few 
experienced  people  available.  Contemplated  changes  in  appraising 
could  ease  the  appraisal  load  where  the  use  of  com  was  for  silage. 

Senator  Ci-ark.  In  your  judgment  m  working  with  farmers  on  this 
program,  do  you  think  that  they  undci-stand  the  program  generally? 
I)o  you  think  they  aie  satisfied  wit li  this  program ?  Or  what  are  their 
complaints  ? 

Mr,  Faoax.  AVell,  I  know  some  of  them  aren't  satisfied — especially 
those  that  lack  by  a  few  bushel  being  eligible  for  a  payment.  I  know 
these  people  aren't  satisfied.  I  think  it  was  a  hard  program  for  the 
farmers  to  undei-stand.  The  county  office  did  send  out  a  lot  of  infor- 
mation on  it.  but  you  know,  the  farmer  is  pretty  busy,  and  he  doesn't 
always  read  all  these  things  that  he  gets  from  the  county  oiBce. 

Senator  Cr^\RK,  In  other  words,  you  are  saying  that  one  of  the 
comj^laints  you  i-cceive  is  that  if  tlicy  are  1  bushel  long,  they  get 
iiothins;,  or  1  bushel  short  and  they  get  the  entire  one-thiS  of  target 
price,  is  that  what  you  are  saying? 

Mr.  F.\(;ax.  It  could  woik  out  this  way.  It's  just  a  matter  of  when 
you  iignre  out  his  bushel  eligibility,  if  he's  missing  it  by  as  little  as 
1.  why  he  would  be  without  a  payment.  lie  docs  have  the  right  to 
ask  foi'  a  leappraisal  or  remcasurcmcnt  of  acreage,  if  he  thiitks  we 
niiulc  a  mistake. 
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Senator  Ci^vrk.  But  even  under  the  law,  strictly  speaking,  he  could 
he  entitled  to  all  or  none.  There  is  no  phasein  or  phaseout.  You  dout 
set  a  percentage,  you  get  one-third  or  nothing,  is  that  the  way  it 
worked  ? 

Mr.  Fagan.  Well,  yes;  this  is  it,  he  would  be  just  out. 

Senator  Clark,  I  think  that's  one  of  the  things  that  we  clearly 
will  look  at  in  the  law.  It  certainly  seems  to  me  that  that  is  something 
we  ought  to  discuss  with  the  committee.  I  don't  see  why  we  couldnx 
give  farmers  a  percentage  of  their  loss  rather  than  simply  saying 
YOU  aet  one-tliird  of  the  target  price  of  that  loss  if  the  loss  equals  one- 
tliirtf  of  tlic  anticipated  yield  or  nothing.  But  in  any  case,  that's  not 
vour  immediate  problem.  We  appreciate  very  much  your  coming 
befoi-e  tliis  committee. 

Mr,  Fagan.  Thank  you,  Senator. 

Senator  Cij^rk.  The  next  witness  is  Marvin  Smithj  with  the  Agri- 
cultural Stabilization  and  Conservation  Service.  He  is  a  USDA  pro- 
gram specialist.  Perhaps  you  could  start  by  stating  your  name  and 
your  position. 

STATEMEin:  OF  HABVIH  L.  SUITE,  PBOOBAX  SFECIAU8T,,  AQBI- 
CULTXIKAL  STABILIZATIOn  ASH  CON^BVATIOH  SEBVIOE,  UJ3. 
DEPASTUENT  OF  AGBICTTITimE,  SES  MOnTES,  IOWA 

Mr.  Smith,  I  am  a  program  specialist  with  the  loWa  State  ASCS 
ofHce.  1  assist  Mr.  Fagan  in  the  supervision  of  farm  program  com- 
liliance.  My  work  with  the  1974  disaster  program  involved  recniiting, 
IrnJning,  and  supervision  of  crop  appraisers;  also,  coordinating 
appraisal  and  acreage  determination  work  with  county  offices 
and  assisting  county  offices  and  county  committees  with  program 
determinations. 

Senator  Clark.  Did  the  appraisal  activities  which  you  supervised 
continue  throughout  most  of  the  crop  year? 

Mr.  S:MiTir.  Yes;  we  liegan  appraismg  failed  fall  wheat  early  in 

April  and,  starting  in  May,  have  worked  with  feed  grain  ap[)raisals 

failed  and  low-yield  com  and  grain  sorghum  up  to  present  time. 

Senator  Clark.  Can  we  assume  that  many  of  those  appraisals  dealt 
with  crops  whicii  were  immature  and  had  not  yet  formed  grain? 

Mr.  SMiTir.  Yes;  by  September  1,  we  had  received  requests  for 
about  4,000  appraisals.  Most  of  those  appraisals  were  for  failed  im- 
matm-e  crop  acreage  which  were  to  be  replanted,  plowed  down,  or 
devoted  to  some  forage  use  before  grain  was  formed.  We  were  re- 
quired to  appraise  all  feed  grain  within  the  allotment  which  was 
being  replanted  to  a  nonprogram  crop.  Ag  the  drought  progressed 
in  western  Iowa  and  elsewhere,  the  procedure  was  changed  to  require 
ni>praisals  of  all  feed  grains  used  for  livestock  feed  in  any  form, 
whether  within  or  in  excess  of  the  allotment. 

Senator  Clark.  In  your  opinion,  would  it  have  been  practical  to 
assign  a  zeio  yield  to  all  acreage  of  feed  grain  which  had  failed 
before  grain  was  formed  ? 

Jfr,  SinrrH.  Yes;  in  retrospect.  I  believe  that  would  have  been 
generally  true.  Farmers  do  not  disc  up  and  replant  com  or  grain 
sorghum  if  they  believe  it  has  a  reasonable  chance  of  making  a  crop. 
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If  the  crop  was  to  be  destroyed,  grazed,  or  fed  as  green  chop,  it 
generally  was  not  of  much  value  before  grain  had  formed. 

Senator  Clark.  Could  ths  ASCS  county  committee  have  decided 
when  an  appraisal  was  necessary,  deiiendiug  on  the  maturity  of  the 
gmin,  and,  with  that  exception,  determined  other  failed,  immature 
acreage  of  no  value? 

Mr,  SMrrn.  That  procedure  probably  would  have  prevented  wait- 
ing on  appraisals  and  saved  some  administrative  expense,  especially 
■when  flooding  virtually  wiped  out  all  vestiges  of  the  planted  acreage. 

Senator  Cij^rk.  Were  the  basic  methods  of  field  appraisal  practical 
and  reasonably  accurate? 

Mr.  Smith.  Generally,  yes;  hail  damage  appraisal  is  always  dif- 
ficult bnt  the  appraisal  systems  used  on  maturing  grain  are  all  more 
accurate  than  the  earlier  stand  reduction  methods  and  they  become 
increasingly  accurate  as  the  crop  approaches  maturity. 

Senator  Ci.ark.  In  light  of  your  1974  appraisal  experience,  do  you 
consider  the  disaster  program  successful  ? 

Mr.  Smith.  Yes ;  there  is  need  for  modification  but  it  is  practical 
and  our  1974  experience  demonstrates  that  there  is  need. 

And  of  course  there  are  some  proposals  for  change  at  the  present 
time.  In  view  of  our  experience  with  the  widespread  crop  disaster, 
there  is  obviously  need,  and  in  view  of  the  expense  versus  price  ratio 
as  it  now  exists,  I  think  that  expense  should  certainly  be  held  to  a 
minimum  for  the  farmers. 

Senator  Ciark.  Thank  you  very  much  for  coming  down  to  testify. 

Mr.  Smith.  Thank  you.  Senator. 

Senator  Cijvrk.  Mr.  Clarence  Schwebke,  who  is  a  program  spe- 
cialist, ASCS,  I  think  the  last  of  the  witnesses  who  are  going  to 
discuss  the  disaster  provisions.  Would  you  please  state  you  namet 

STATEMENT  07  CLABEITCE  W.  SCHWEBKE,  FBOGBAU  SPECIALIST, 
AOBICULTURAL  STAfilUZATXOK  AND  COKSEBVATIOH  ^BTICE, 
U.S.  DEFABTUENT  OF  AGMCUITUHE,  BES  UOHTES,  IOWA 

Mr.  Schwebke.  I  am  Clarence  Schwebke,  program  specialist  with 
ASCS  State  office  in  Des  Moines. 

Senator  Clark.  And  what  is  your  particular  position  there,  or 
what  experience  might  you  have  had  with  the  disaster  programs, 

Mr.  Schwebke.  I  am  a  program  specialist  for  production  adjust- 
ment. 

Senator  Ci^rk.  Now,  how  much  acreage  of  grain  has  been  allotted 
or  assigned  to  the  farmers  in  the  1974  crop  season? 

Mr.  Schwebke.  9,934,000,  in  round  numbers. 

Senator  Clark,  9,900,000,  Now,  how  many  acres  of  feed  grain  were 
planted  in  1974? 

Mr.  Schwebke.  12,752,000—53,000. 

Senator  Clark.  So,  almost  3  million  acres  more  than  the  allotment? 

Mr.  Schwebke.  Yes. 

Senator  Clark.  Now  what  was  the  acreage,  or  the  average  ASCS 
established  corn  yield  in  the  99  counties  in  1974?  Wliat  was  the 
■established  yield  in  1974! 

Mr.  Schwebke.  116  bushels. 
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Senator  Clark.  116  bushels  per  acre! 

Mr.  SciiwEBKE.  Yes, 

Senator  Cijvkk.  And  what  is  the  average  corn  yield  used  for 
adJHstment  pui-poses  during  that  "10-year  average",  that  waa  uaed  as 
a  Irase  period  according  to  Statistical  Reporting  Service?  Explain  the 
<lifi'(M-ences,  and  tell  me  if  this  is  in  the  best  interest  of  the  farmer. 
Ix-t's  try  to  break  those  down  into  separate  questions.  Wliat  was  the 
average  corn  yield  used  for  adjustment  purposes,  the  10-year  average, 
according  to  the  Statistical  Reporting  Service? 

Mr.  ScHWEBKE.  It  was  something  in  the  neighborhood  of  about 
90  Imsliels. 

Senator  Clark,  About  90  bushels  per  acre  over  the  10  years? 

Mr.  SciiwEBKE.  Yes. 

Senator  Clark.  I  wonder  if  you  would  be  kind  enough  to  check 
those  through  the  day  and  give  us  a  very  specific  figure? 

Mr.  ScHWEBKE.  Yes;  I  would  be  glad  to,  Senator. 

[The  following  information  was  subsequently  received  for  the 
record :] 

1972  _ 110.0   1967 88.6 

1971 99.8 

1970 85.8 

1969 97.6 

1968 92.3 

Senator  Clark.  But  it  is  about  90  bushels.  I  think  that  sounds 
about  right.  Now,  explain  the  difference  between  the  so-called  ad- 
justed yield  used  for  adjustment  purposes,  the  10-year  average,  as 
compared  to  the  figure  you  gave  in  the  question  about  last  year's 
average,  or  any  other  single  year's  average  ? 

Mr.  ScHWEBKE.  Well,  using  the  10-year  historical  figure,  this  was 
divided  by  the  program  yield  for  1974,  and  two-thirds  of  that  was 
the  eligibility  factor.  That  is  how  the  10-year  figure  comes  into  play. 

Senator  Clark.  Well,  does  that  really  serve  the  farmer's  interest 
best?  We  are  in  the  process  of  trying  to  rewrite  this  bill,  and  we 
want  to  know  what  to  do  with  it,  and  you  have  some  experience,  and 
do  you  think  that  works  best  for  the  farmer,  rather  than  a  1-year 
average ! 

Mr.  ScHWEBKE.  My  personal  opinion  is  no. 

Senator  Clahk.  Why  not? 

Jlr.  SciiwEBKE.  Because  of  the  10-year  historical  average  starts  at 
the  lower  point.  That  is  back  in  1963,  and  of  course  the  yields  were 
significantly  lower  at  that  time. 

Senator  Clark.  Do  you,  from  your  memory  or  any  notes,  have  any 
judgment  of  about  what  the  average  yield  would  have  been  in  1963 
in  Iowa? 

Jlr.  SciiwEBKE.  81.1. 

Senator  Clark.  And  an  average  yield  now,  the  Department,  as  I 
recall,  was  last  year  predicting  a  yield  nationally  of  about  97  per  acre? 

Mr.  ScHWEBKE.  This  year  they  are  projecting  93. 

Senator  Clark.  Kow  they  are  projecting  93 ! 

Mr.  ScHWEBKE.  That  is  on  a  national  basis,  yes. 

Senator  Clark.  That  is  probably  more  realistic  than  97,  but  in 
other  words,  ^ou  are  saying  that  over  that  10-year  period  we  hare 
Iiad  such  significant  increases  in  yields 
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Mr.  ScHWEBKE.  That  is  correct,  sir. 

Senator  Clabk.  To  try  to  get  somebody  an  average  year,  to  throw 
in  the  figures  of  10  years  ago  and  9  years  ago  and  8  years  ago,  gives 
you  a  distorted  picture  in  terms  of  the  real  yield  potentiaL 

Mr.  ScHWEBKE.  That  is  correct,  sir. 

Senator  Clarke.  I  think  that  is  sometiiing  we  should  cei-tainly 
look  into.  Now,  do  you  believe  tliat  other  producers,  or  Government 
employees  in  the  county  office  level  understood  this  program,  the  way 
it  was  administered?  "VVhat  has  been  your  experience  in  working  wim 
tlie  county  officials,  insofar  as  did  they  really  understand  this  program 
and  liow  it  works  ? 

Sir,  ScHwEBKE.  Well,  as  Mr.  Fagan  pointed  out  earlier,  tliia  was  the 
first  year  of  this  program  in  Iowa,  and  I  have  worked  with  these  pro- 
grams for  almost  40  years,  and  this  is  tlie  most  difficult  program  to 
get  a  handle  on. 

Senator  Clark.  In  your  experience  ! 

Mr.  ScBwEBKE.  Yes. 

Senator  Clakk.  Well,  could  determination  of  liability  have  been  ac- 
complished in  a  more  practical  and  accurate  manner  than  county  of- 
fices, in  your  judgment? 

Mr.  ScHWEBKE.  Well,  under  the  last  6  years  of  the  set-aside  pro- 
grams, of  feed  grain  and  wheat  programs,  the  computations  were 
made  at  the  computer  centers,  and  I  presume  this  could  be  done  with 
tiis  program. 

Senator  Clabk.  Tou  think  that  might  work  better? 

Mr.  ScHWEBKE.  Yes,  I  do. 

Senator  Ci.aek.  Do  you  have  any  suggestions  that  you  could  give  to 
the  Congress  by  way  of  improving  this  program?  I  guess  I  ara  just 
asking  you  that  on  the  spur  of  the  moment.  Of  course,  if  you  have 
something  to  say,  you  could  also  put  it  in  writing. 

Mr.  Scii^vEBKE.  Well,  one  thing  I  would  suggest.  Senator,  is  to 
eliminate  the  10-year  historical  average  yield  for  eligibility  purposes. 
And  of  course  one  change  that  has  been  proposed  for  1973,  in  fiict  it 
is  in  the  mill,  using  followup  crops  like  soybeans  and  field  corn,  this 
win  be  out  in  1975, 1  understand. 

Senator  Clark.  You  know,  one  of  the  things  that  interests  me  is  the 
difference  between  the  allotted  acres  and  the  actual  acres  planted.  I 
remember  hearing  Secretary  Butz  and  others  say  over  and  over  and 
over  again  "We  want  more  corn  production  in  1974",  speaking  now 
of  course  of  last  year,  this  great  encouragement  to  get  people  to  plant 
as  much  as  they  possibly  could,  and  yet  3  million  acres,  or  almost  one- 
fourth  of  the  corn  that  was  planted  in  this  State  last  year  was  not 
covered  by  the  allotment.  This  was  not  covered  by  the  disaster 
provisions, 

Mr.  ScHWEBKE.  That  is  correct. 

Senator  Clark.  So  if  you  planted  more  than  your  allotment,  you 
were  discouraged  from  doing  so  even  though  all  the  rhetoric  and  talk 
to  have  us  plant  more  com  ? 

Mr.  ScHWEBKE.  Well,  for  the  disaster  programs,  as  a  suggestion, 
maybe  the  planted  average  acreage  should  be  used  more  than  the 
allotted  acrea^. 

Senator  Clark.  That  would  seem  to  me  to  make  sense,  if  you  want 
that  kind  of  production — obviously  if  you  don't  want  that  kind  of 
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production,  if  you  don't  want  to  encourage  it,  then  you  don't  want 
to  discourage  it.  But  if  you  really  are  going  to  want  farmers  to  pro- 
duce for  that,  it  seems  to  me  they  should  be  covered  for  that  part 
which  you  want  them  to  produce. 

Thank  you  very  much,  I  appreciate  your  coming  up. 

ilr.  SciiwEBKE.  You  are  welcome,  Senator. 

Sentitor  Ci-\hk.  We  are  going  to  hear  now  from  Luella  BerBtler, 
Xatioiial  Farmers  Organization  county  secretary.  Louella,  come  right 
on  down. 

STATEMENT  OF  HS.  LUELLA  BESSTLEB,  SECBETABY,  IOWA  COUirrT 
NATIOKAI  FAEMEBS  TTNION,  LADORA,  IOWA 

j\ls.  Berstler.  Senator  Clark,  I  wish  first  to  compliment  yon  on 
calling  these  hearings  and  to  thank  you  for  the  opportunity  to  present 
our  views. 

REVIEW  OF   1973   FARU  ACT 

Producers  responded  to  the  call  for  expanded  production  in  1974 
and  will  do  so  again  in  1975.  If  we  have  good  weather  and  the  neces- 
sary fuels  and  fertilizers,  I  am  confident  the  public  need  not  fear  any 
shoitage  of  food  and  fiber  in  this  country. 

It  seems  inevitable,  however,  given  the  unpredictability  of  prices 
in  the  economic  chaos  that  threatens  this  country  and  the  enormous 
demands  for  capital  to  meet  our  energy  requirements,  that  production 
will  again  surpass  what  the  market  will  take  at  reasonable  prices. 
"WTien  production  slightly  exceeds  the  amount  required  for  domestic 
use,  exports,  and  a  modest  quantity  in  the  pipelines  of  normal  trade, 
our  prices  for  cotton  and  grain  will  decline  rapidly.  This  was  demon- 
Rtrated  many  times  in  years  past — it  happened  specifically  in  livestock 
and  dairy  production  in  1973  and  1974.  Both  grain  and  cotton  prices 
have  weakened  recently. 

Nevertheless,  farmers  want  to  produce  when  there  is  some  chance 
that  fair  prices  will  prevail.  In  coming  before  you  on  behalf  of  the 
members  of  the  NFO,  I  do  not  ask  that  you  underwrite  a  profit  on  our 
production.  We  do  not  even  ask  that  you  extend  price  supports  to  all 
the  pi-oduction  contemplated.  There  is  an  obligation,  however,  to  up- 
date tlie  program  and  let  the  public  share  the  risk  of  loss  on  that  pro- 
duction clearly  required  to  meet  the  national  requirements — and  we 
believe  that  large  number  of  nonfarm  people  liave  come  to  under- 
stand this. 

TTnfortunately,  the  sound  principles  first  drafted  in  the  1973  act 
wore  compromised  in  the  legislative  process.  The  severe  increase  in 
cost  of  all  production  components  since  that  time  have  further  reduced 
the  effectiveness  of  the  program,  if  and  when  its  provisions  are  needed 
to  stabilize  production  and  prices.  Consequently,  the  Congress  is 
urged  to  correct  these  inequities  and  pass  a  strong  bill. 

ACCEPTABILITT  OF  FBOORAU  TO  PRODUCERS 

In  order  for  a  farm  program  to  be  effective  in  the  public  interest, 
it  must  be  so  designed  that  a  large  proportion  of  producers  will  par- 
ticipate when  that  is  needed.  Various  tools,  including  marketing 
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quotas,  allotments,  payments  on  retired  acreage,  loans  on  com- 
modities withlield  from  market  and  compensatory  payments  to  make 
up  price  deficiencies,  have  been  tried  over  the  past  40  years. 

Under  the  1973  act,  as  in  legislation  passed  in  the  1960"s,  we  must 
rely  on  volimtary  paiticipation,  loans  and  payments  that  are  carefully 
limited  to  a  pni-t  of  production  to  get  i-esults.  Now  if  prices  faU 
rapidly  in  response  to  expanded  production  and  we  are  forced  to 
rely  upon  loans  alone,  there  would  be  too  much  temptation  for  pi^o- 
ducers  to  stay  out  of  the  program  and  be  free  riders.  Under  those 
circumstances  oi'crproduction  would  be  dumped  on  the  market  by 
nonparticipants ;  those  in  the  program  would  use  the  loans  and  deliver 
commodities  to  CCC  in  large  quantities.  Excessive  supplies  would 
build  up  and  the  market  would  be  frozen  at  slightly  below  the  loan 
rate  level, 

We  favor  continuation  of  a  program  based  on  allotments,  loans 
and  the  use  of  payments  to  encourage  participation.  In  this  manner 
you  can  attain  the  most  effective  influence  on  stability  of  supply  and 
price  at  the  lowest  cost  to  the  taxpayer.  More  detailed  recommenda- 
tions are  offered  later  to  carry  out  this  concept. 

THE  FUBUC  nrrEREST 

We  have  been  most  impressed  with  the  manner  in  which  elected 
leaders  in  many  consumer  groups  recently  have  approached  the 
issue  centering  on  food  supplies  and  prices  in  this  country.  They  have 
demonstrated  an  eager  willingness  to  exchange  viewpoints  and  con- 
cern with  producer  groups  regarding  food  production,  marketing 
and  pricing.  This  spirit  of  thoughtful  cooperation  was  underscored 
recently  in  a  consumer-farmer  conference  m  Washington,  sponsored 
by  the  Consumer  Federation  of  America.  We  were  glad  to  participate 
and  sincerely  believe  that  the  recommendations  offered  today  will  be 
mutually  beneficial  to  both  consumers  and  producers. 

COST  OP  PRODUCTION 

The  1973  act  requires  USDA  personnel  to  assemble  data  and  provide 
current  indicators  on  the  cost  of  producing  the  major  farm  com- 
modities. Such  data  will  not  be  available  until  later  in  1975.  Some  of 
the  land  grant  universities  and  other  organizations  are  engaged  in 
similar  calculations. 

In  order  to  have  some  guidance  for  our  recommendations  to  this 
committee,  a  simple  questionnaire  was  sent  to  a  number  of  NFO 
membei-s  to  ask  for  their  costs  on  a  few  items. 

These  questionnaires  went  to  25  NFO  farmers  in  17  States  on 
January  17  and  responses  are  in  hand  from  20  as  this  testimony  is 
prepared. 

Pnsic  data  descriptive  of  respondents: 
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Their  estimates  of  cost  of  production  in  1974,  exclusive  of  any  re- 
nin or  charge  for  manftgement,  are  summarized  as  follows: 
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Although  a  wide  area  was  covered,  the  number  is  admittedly  too 
sniiill  to  constitute  a  proper  statistical  sample;  however,  it  is  em- 
phasized that  these  numbers  illustrate  what  producers  actually  face 
in  modern  day  farming  expenses.  Droughts  and  other  unexx)ected 
factors  run  up  the  costs  per  unit  for  many  producers  each  year. 

Those  surveyed  were  asked  to  base  their  responses  on  actual  records 
and  I  am  confident  that  they  were  generally  able  to  do  so.  For  tha 
following  high-volume  items  specific  data  were  requested  to  illustrate 
the  exceptional  rise  in  costs  experienced  during  1974. 
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The  1975  prices  are  local  dealer  quotations  right  now.  They  may 
advance  rapidly  in  some  areas  as  planting  time  draws  near.  Quotations 
on  common  mixed  fertilizers  parallel  the  quotes  on  nitrogen  in  spite 
of  some  industry  reports  that  the  supply  problems  were  fess  <^fficiilt 
on  phosphorus  and  potash. 

This  discussion  of  costs  is  brief — it  does  not  pretend  to  encompass 
(he  whole  question  of  inflated  cost  of  production.  It  does,  however, 
demonstrate  the  absolute  necessity  of  increasing  target  prices  to  more 
nearly  reflect  cost  of  production  if  we  are  to  be  assured  of  continued 
high  production  of  these  leading  farm  commodities. 

PRICE  8TJPP0RT  SECOMMENDATIONS 

It  is  recommended  that  the  established  prices  now  set  in  the  1974 
Form  Act  be  increased  as  follows,  and  that  the  loan  rates  be  set  at 
S.")  percent  of  the  established  price : 


Titm  pifc* 
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These  recommendations  assume : 

That  the  cost  of  production  index  provisions  would  remain  in  the 
law  and  become  effective  in  1976. 
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That  costs  of  production  and  the  parity  level  will  continue  to  rise  in 
1975. 

That  establised  prices  and  loan  rates  for  other  feed  grains  would 
be  set  at  levels  reflecting  equivalent  feed  values  and  traditional  market 
relationships. 

That  nonrecourse  loans  on  grain  and  cotton  ■will  continue  to  be  of- 
fered to  producers  as  they  have  been  in  the  past. 

The  proposed  target  price  levels  are  approximately  90  percent  of 
parity  as  of  December  1974.  They  are  quite  modest  in  comparison 
with  market  prices  that  have  prevailed  in  recent  months  and  are 
slightly  less  than  the  cost  of  production  that  will  probably  prevail 
on  most  efficient  farm  units  in  1975. 

Furthermore,  if  target  prices  had  been  established  at  levels  con- 
templated in  your  committee  since  early  1974 — $3,  $2  and  50  cents 
for  wheat,  com,  and  cotton,  respectively — and  had  the  cost  of  pro- 
duction index  been  made  to  apply  for  tlie  1975  crop  as  was  proposed 
by  your  committee  in  1973,  the  resulting  target  prices  would  approzi- 
mate  those  proposed  above. 

Loan  rates  will  establish  the  market  when  excessive  stocks  are  avail- 
able. Our  recommendation  that  these  rates  be  approximately  85  per- 
cent of  the  target  prices  is  designed  to  reduce  the  dollar  obligation 
for  the  Government  if  and  when  the  program  is  actually  operating. 

ADJ-DSTMENT  OP  ALLOTMENTS 

The  current  farm  allotments  and  yields  set  for  purposes  of  payment 
when  such  payments  are  required,  are  based  on  determinations  first 
made  under  the  19G1  act  and  brought  forward  in  subsequent  pro- 

§rams.  Some  of  them  are  substantially  out  of  line  with  current  pro- 
uction  patterns.  It  is  recommended  that  allotments  established  at 
the  State,  county,  and  farm  level  commencing  with  the  1976  program, 
be  adjusted  to  reflect  history  of  production  in  a  recent  base  period. 
For  example.  1972,  1973.  and  19(4  acreaire  planted  would  be  more 
representative  of  present  production  patterns  and  assure  equitable 
treatment  of  producers  in  various  States. 

A  year  ago  producers  were  urged  by  the  USDA  to  plant  fence  to 
fence,  and  they  did,  in  the  face  of  astonishing  increases  in  the  costs 
of  all  production  items.  In  some  areas  drought  and  flood  disasters 
brought  them  face  to  face  with  the  provisions  of  the  Agricultural  Act 
of  1973.  Diaster  payments  were  based  on  their  farm  acreage  allot- 
ments. If  you  want  the  program  to  encourage  grain  production  and 
to  protect  producers,  distribution  of  the  national  allotment  should  be 
based  on  current  patterns.  If  some  producers  are  not  going  to  grow 
grain  because  their  methods  of  operation  have  changed,  then  they 
should  not  be  offered  outdated  allotments.  Continuing  to  do  so,  only 
distorts  the  application  of  the  program  and  invites  unnecessary 
criticism, 

r  OF  LOANS 


On  November  27.  1974,  the  Secretary  of  Agriculture  announced 
that  certain  commodities — soybeans — would  not  be  eligible  for  CCC 
loans  in  1975.  It  was  stated  at  the  time  of  the  announcement  that  tJie 
withdrawal  of  these  price  supports  would  contribute  to  some  economy 
in  administrative  expense.  This  seems  to  he  a  lame  excuse,  at  best. 
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"\V(i  recommend  that  soybeans  be  added  to  the  list  of  oommodities 
on  wliicli  price  support  loans  are  mandatory,  beginning  with  the  1976 

crop. 

DAIBT 

Tlic  1973  act  increased  the  minimum  price  support  ior  milk  from 
7.")  to  80  percent  of  parity.  This  new  level  expires  on  April  1,  1975, 
and  the  minimum  reverts  to  75  percent.  The  maximum  authorized  by 
law  is  90  percent  of  parity. 

The  93d  Congress  passed  a  bill  to  raise  the  milk  support  level  to 
Si')  percent  of  parity,  a  bill  vetoed  by  President  Ford  on  January  3. 
Following  the  veto,  Secretary  Butz  raised  the  support  to  80  percent 
of  enrrcnt  parity,  or  $7.24  per  hundredweight. 

In  December  1973,  daii^  farmers  receive  $7.94  per  hundredweight 
for  manufacturing  milk;  m  December  1974,  they  received  an  average 
of  $(1.57  per  hundredweight.  In  that  year,  production  costs  for  dairy 
fiuniers  had  increased  approximately  30  percent. 

Your  committee  plans  to  receive  detailed  testimony  on  the  milk  sit- 
uation later  in  these  hearings.  There  is  a  real  threat  to  adequate  sup- 
ply of  milk  for  consumers  and  to  our  dairymen.  Therefore,  I  will 
simply  state  that  my  organizations  support  an  increase  in  the  mini- 
mum milk  support  level  to  90  percent  of  parity,  with  quarterly  ad- 
justments reflecting  changes  in  the  index  of  prices  farmers  pay  for 
production  items.  Hopefully,  this  would  enable  dairy  farmers  to  meet 
the  mounting  costs  that  otherwise  will  continue  to  put  them  out  of 
business  and  force  this  country  to  become  dependent  on  foreign 
sources  of  supply  for  this  vital  group  of  food  products. 

MANAGEMENT  OF  STOCKS 

111  our  1974  national  convention  the  delegates  adopted  the  fcfllowing 

resolution : 

Iiiprcnse  the  leRiil  niitiluium  rates  at  which  the  CCC  may  release  Rtocks 
iifciiiimljited  through  delivery  ot  grain  under  the  loan  program  to  the  domestic 
niarkcf.  If  stocks  so  accumulated  are  to  be  resarded  as  a  safeguard  for  the 
iml'llc  aRainst  shortage  in  a  time  of  disaster,  a  major  portion  o(  snch  Stocks 
should  lie  carried  ou  the  farms  and  at  puhlic  espense. 

Tliere  are  certain  inescapable  conclusions  to  be  considered  in  re- 
solving the  controversy  that  has  developed  over  the  control  of  exports 
iiiid  m;)intenance  of  adequate  supplies  for  our  own  people.  Specif- 
ically, these  considerations  are  that : 

It  would  be  harmful  to  the  consuming  public  to  undertake  the  pur- 
chase of  stocks  at  a  time  when  prices  are  above  parity; 

I'roducors  do  not  trust  uncontrolled  decisions  of  a  political  officer 
in  the  executive  branch  on  when  to  sell  such  stocks  as  may  be  held 
by  the  CCC; 

Lnrge  proportions  of  soybeans  and  feed  grains  now  move  in  export 
cliainicls.  Tliese  markets  must  remain  open  in  the  national  interest. 

It  is  recommended  that  the  minimum  release  on  CCC  stocks  of 
^^niiuji  and  soybeinis  to  the  domestic  market,  or  to  American  com- 
panies for  export  disposition,  be  established  at  a  level  above  parity 
!it  the  time  of  actual  delivery. 

Think  you  for  this  opportunity  to  present  our  views. 
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Senator  Clark.  You  are  pretty  concise,  too.  Well,  let  me  try  to 
ask  you  three  or  four  questions  to  that  aim.  What  does  that  survey,  in 
your  judgment — just  put  in  your  own  words — really  mean  as  far  as 
giving  us  any  advice  as  concerns  what  kind  of  a  farm  bill  to  write! 

Ms.  Berstleb.  Well,  I  think  really  that  it  all  boils  down  to  just 
that  the  target  prices  should  be  set  so  as  to  more  realistically  re- 
flect the  cost  of  production  to  the  farmers.  And  I  think  that  the  non- 
participants— you  know  that  in  past  years  the  price  of  our  com- 
modities, with  few  exceptions — there  has  been  exceptions  where  we 
have  gotten  more,  but  usually  the  target  price  is  about  the  price  that 
our  commodities  sell  for.  And  I  thiiuc  that — I  have  here  the  target 
price  on  wheat  would  be  $3.80,  with  a  loan  rate  of  $3.25.  On  com — 
you  said  the  House  had  passed  it  at  $2.25 ! 

Senator  Clark.  We ■ 

Ms.  Berstler.  Yes,  this  would  be  $2.50  with  a  loan  rate  of  $2.15, 
instead  of  $1.80 1  think  the  House 

Senator  Clark.  $1.87. 

Mr.  Berstler,  $1.87.  And  for  cotton  I  have  it — we're  not  too  con- 
cerned in  this  area  with  cotton.  Another  thing,  too  I  would  like  to 
say,  you  were  talking  about  the  allotments  being  set  up  on — 10  years 
ago.  I  too  think  that  this  should  be  changed  to  represent  the  current 
pattern  of  farming  in  today's  agriculture,  like  1972,  1973,  and  1974. 

Senator  Clarke.  So  that  you  get  the  average  yield. 

Ms.  Berstler.  So  that  you  get  the  current  farming  patterns  in 
today's  economy. 

Senator  Clark.  I  think  that  certainly  makes  sense  to  me.  It  may 
well  be  that  you  dont  want  to  just  take  1  year.  Lost  year,  for 
example,  we  had  an  80-bushe!  average,  so  you  don't  necessarily  want 
to  take  that.  Or  what  was  the  year  we  had  the  farm  blight — 1971, 
wasn't  it?  Where  again,  we  had  a  very  low  average,  so  you  may  want 
to  try  to  adjust  it  to  that  same  way.  That  makes  sense  to  me. 

Ms.  Berstler.  Last  year  I  think  that  the  droughts  and  the  floods 
brought  many  of  us  right  face  to  face  with  what  this  1973  act  is,  Etnd 
I  think  that  it  should  be  updated.  We  maybe  wouldn't  want  to  use 
1974  because  we  did  have  this  drought,  and  I  think  it  did  bring  us 
rip'ht  face  to  face  with  what  this  act  really  is. 

Senator  Clark.  Right.  I  think  it  really  tested  the  diaster 
provisions, 

Ms.  RERSTrjcR.  Yes. 

Senator  Ci-abk.  Tliank  you  very  much  for  coming  up  to  testify.  We 
appreciate  it.  The  next  witne^  is  Mr.  Boyd  Kimberlv,  who  is  speak- 
ing in  place  of  the  scheduled  witness,  James  Shaw,  of  Maxwell,  Iowa. 

STATEHENT  OF  EOTD  EIUBEBLT,  ICAXWELL,  IOWA 

Mr.  Ktmberlt.  I  am  Boyd  Kimberly,  and  I  am  here  instead  of  Mr. 
Shaw.  He  has  asked  me  to  speak  in  place  of  him. 

Senator  Cijvrk.  And  you  are  speaking  for  yourself,  aren't  you? 

Mr.  Kimherlt.  Yes. 

Senator  Ct.ark.  That's  good.  You  give  us  your  name  and  address, 
nnd  then  just  proceed  in  any  wnv  you  think  you  will  feel  comfortable. 
After  j'ou  arc  finished,  we  would  like  to  ask  you  some  questions. 
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I  did  just  want  to  introduce  John  Taylor,  who  is  at  mjf  ririit.  who 
is  the  farm  expert  for  Senator  Adiai  St«venson  in  Illinois.  We  have 
many  people  here  from  Illinois  who  are  going  to  be  testifying.  And 
also,  he  is  a  Springfield  farmer.  We  are  glad  to  have  you  here,  John. 
We  are  going  to  be  hearing  from  some  people  from  Illinois  who  have 
given  a  good  deal  of  thought  to  this  bill.  So  with  that,  you  just  go 
ahead  with  your  testimony,  Boyd. 

Jlr.  KiMBERLT.  I  heard  about  this  meeting  sort  of  lat« — quarter  of 
eight  this  morning — and  I'm  sure  if  this  meeting  had  been  Bdvertised 
on  the  front  page  of  our  newspaper,  this  meeting  would  have  been 
full  today. 

I'm  Boyd  Kimberly  from  Jlaxwell,  Iowa,  and  I  am  a  concerned 
farmer,  that  is  concerned  with  overproduction  in  our  Nation  today. 
Our  Secretary  of  Agriculture,  our  Government,  has  said  that  we  need 
to  go  all  overproduction — we've  got  to  produce,  produce,  produce. 
Now,  we  know  we  had  a  24  percent  reduction  in  our  total  crop  bushels 
this  year.  And  we  seem  to  have  a  sun>lus.  In  my  own  mind  I  can't 
see  where  we  as  farmers  can  exist  if  we  go  ahead  with  what  the 
USDA  wants  us  to  do.  Now,  I  have  been  workiiig  with  our  local 
elevator,  the  Enterprise  Elevator  out  at  Ankeny,  Iowa.  We  took  these 
names  off  of  their  books  and  contacted  a  lot  of  farmers,  a  big  percent- 
age of  these  farmers.  And  these  are  some  of  the  things  we  came  up 
with. 

First,  we  would  like  to  see  the  monitoring  controls  taken  off  and 
taken  off  now,  because  the  time  that  started  was  the  time  our  prices 
started  to  go  down. 

I'm  a  cattle  feeder.  I  fed  cattle  for  31  years,  and  I  lost  a  large  sum 
of  money  in  1974  when  I  sold  my  cattle.  And  I  can  see  the  hand- 
writing on  the  wall  for  the  grain  farmers.  The  Government  stepped 
in  and  they  froze  the  beef  price,  and  from  that  time  on  prices  went 
down,  down,  down,  and  they  haven't  stopped  yet.  And  they're  at  a 
ratastrope  now.  And  the  grain  prices  are  neaded  that  way,  because 
the  Government  stepped  in  and  stopped  our  exports.  This  is  one  of 
the  things  we  fanners  have  strived  for,  is  the  export  market.  We're 
the  most  eiRcient  producers  on  the  whole  planet.  And  if  they  want 
food,  and  if  they  want  grain,  and  if  they  give  us  an  incentive,  well 
have  it  sticking  out  their  eare. 

And  I  think  tlie  American  fanner  is  being  played  for  a  big  fool.  It's 
time  that  we  farmers  wake  up  and  find  out  we  can't  vote  them  out, 
but  we  might  be  able  to  do  something  else. 

Another  thing  we're  advocating  is  that  we  cut  our  production  of 
corn  and  beans  by  10  percent  or  more.  And  I  want  to  show  Senator 
Clark  the  names  that  I  have  from  our  local  elevator.  These  men  are 
ready  to  do  this.  In  fact,  manv  of  these  farmers  we  called  on  are 
ready  to  cut  10  and  20  percent.  One  lady  said — and  she's  a  land  lady — 
she  said,  "If  it  means  something,  I'll  leave  my  whole  farm  lav  out 
of  production."  Now.  I  don't  think  that  the  world  and  the  USDA 
is  ready  for  farmers  to  get  into  that  condition.  But  there  is  some  of 
them  getting  ready,  and  getting  fed  up  with  this  business  of  the 
Government  continually  entering  into  this  and  causing  us  to  take 
these  deflated  prices. 

And  I'm  not  ready  for  the  USDA's  70  percent  of  parity  like  they 
stuck  down  our  throats  for  years  and  years. 
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Then,  this  is  up  to  the  individual — there  is  a  big  movement  on  to 
cancel  all  nevr  machinery.  And  out  of  this  one  elevator-^-and  we 
didn't  ask  these  farmers  that  we  contacted  if  they  were  going  to  do 
this,  but  voluntarily  they  told  us.  There  is  two  big  new  John  Deere 
tractors  that's  been  canceled.  One  man,  his  bill  came  to  $14,000  on 
different  machinery  he  canceled  that.  And  we're  canceling  a  $34,000 
combine.  Now  I  don't  know  whether  you  think  that's  going  to  m.eEUi 
anything  to  the  economy  or  not,  but  I  think  it  will,  and  it  should  get 
somebody  awake  to  these  low  prices.  Some  of  these  farmers  are 
doing  it  out  of  revolt;  some  of  tti^a  are  doing  it  because  they  have 
to  do  it.  These  grain  prices  have  got  way  <M>wn  to  where  there's 
nothing  left  in  them. 

Another  thing,  a  lot  of  the  farmers  are  cutting  back  on  their 
fertilizer  bill.  We  are.  We're  going  down  to  80  unite  of  nitrogen  wi 
our  fertilizer  bill.  And  if  they  alt  do  that,  that's  going  to  mal^  a 
big  impact  on  the  production  in  this  Nation, 

This  movement  is  stronger  than  a  lot  of  people  realize.  We  are 
going  to  stick  by  this  cutback,  because  once  tne  crop  is  in,  they  use 
this  as  a  leverage  over  our  heads,  and  they're  going  to  kill  us  as 
farmers.  I'm  not  worried  about  the  fall  in  the  market  right  now.  Fm 
worried  about  next  year.  That's  what  I'm  worried  and  concorned 
about.  And  in  this  one  area  the  names  that  we  have  here  constitute 
a  cutback  of  between  7,000  and  9,000  acres  out  of  this  Knterprise 
Elevator,  his  customers.  And  we  didn't  get  all  of  them  contacted. 

Senator  Clabk.  And  incidentally,  if  you  have  their  permission,  I 
feel  they  wouldn't  mind,  we  would  like  to  make  that  a  part  of  we 
record,  although  that  is  entirely  up  to  you. 

Mr,  KiMBERLT.  I  think  that  would  be  all  right.  Another  thing  we 
have  a  complaint  about — I  understand — our  elevator  says  when  the 
grain  leaves  here  from  the  elevator,  it  has  2  percent  foreign  material; 
when  the  big  grain  companies  get  it,  and  it  leaves — and  these  can  be 
oflf  the  recora  or  on,  a,nd  I  do  not  understand  this  that  it  is  around 
12  percent.  Somewhere  our  good  grain  that  we  raise  and  t^e  pride 
in  IS  picking  up  10  percent  worth  of  foreign  material  between  us  and 
where  it's  shipped  at.  And  that  in  turn  gives  the  American  farmers  a 
bad  norae.  And  we  don't  like  that,  because  we  are  proud  of  what  we 
raisp. 

We  had  a  meeting  here  at  the  Kamada  Inn,  we  had  men  from — a 
big  gi-oup  of  men  drove  in  from  two  parts  of  Nebraska,  400  miles. 
Men  from  Illinois  were  here,  Sioux  City  was  here.  He  said  there  was 
one  bic  farmer  up  there  canceled  $39,000  worth  of  fertilizer  last 
n'eek.  They  called  me  out  of  the  meeting.  A  guy  from  Montana  was 
on  the  telephone  and  said.  "I  didn't  hear  about  your  meeting  in  time 
or  I  wo'ild  have  flown  tliere."  They're  interested  in  cutting  back. 
Dumas.  Tex,,  Called.  They're  interested.  I  think  the  farmers  have 
decided  he's  going  to  be  proud  enough  of  his  business  that  he  is 
going  to  do  something,  and  we're  not  going  to  raise  this  crop  for 
them  to  fool  with. 

At  ft  quarter  of  eight,  what  kind  of  notes  can  you  get?  And  I  spoke 
without  any  notes. 

Senator  Ci-akk.  You're  doing  pretty  well ;  glad  we  didn't  give  you 
overnight. 
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Mr.  KiMBERLT.  But  you  might  say  a  cattle  feeder,  what  does  it 
mean  to  you?  I  fed  cattle  for  31  years.  In  the  31  years  I  fed  cattle, 
cheap  gi-ain  has  made  cheap  hogs  and  cattle.  And  my  friends,  you're 
coming  right  to  18-cent  hogs  and  22-  to  25-cent  cattle.  And  just  mai^ 
my  word  as  well  as  you're  sitting  here,  this  is  going  to  come  true, 
and  the  price  is  going  to  get  beat  down  on  us  until  we're  defeated 
again  with  this  70  percent  stuff.  And  I  don't  know  whether  it's  good 
for  Government  to  be  in  it  or  not,  but  I  think  it's  about  time  that  the 
big  grain  companies  and  the  USDA  gets  out  of  bed.  These  big  grain 
companies  know  what's  going  on  before  we  do. 

Now  some  of  these  figures  will  show  it,  so  I'm  not  going  to  go  into 
that,  but  I  want  to  thank  Senator  Clark.  I  think  we  have  a  guy  here 
that  s  doing  something  for  us.  And  I'll  tell  you,  Republican,  Democrat 
or  Independent,  I  think  we  need  to  get  behind  these  kind  of  men  and 
appreciate  them.  Because  they  really  are  trying  to  do  something  for 
us.  They're  out  here  trying  to  find  what  it  is  we  need,  I  really  appre- 
ciate it,  and  we  want  you  to  keep  up  the  good  work. 

Senator  Clark.  Thank  you  very  much.  I'm  glad  we  didn't  cut  yoii 
off  before  you  got  that  last  part  in.  He  wanted  to  ring  the  bell  over 
here  and  I  wouldn't  let  him. 

Mr.  KiMBERLT.  Good, 

Senator  Ciark.  I  appreciate  very  much  your  coming  here.  Just  a 
I'ouple  of  things.  One,  I  think  it's  quite  true  that  cutbacks  in  orders 
for  farm  machinery  is  already  having  a  very  significant  effect. 

These  two  young  women  from  Dubuque  who  are  helping  us  with 
the  recording  are  in  fact  from  a  city  where  they  have  already  laid  off, 
at  John  Deere's  plant  there,  I  think  about  800  or  900  people.  So  it's 
something  that  I  think  is  beginning  to  concern  people  in  farm  im- 
plements as  well.  I  was  interested  in  your  comments  on  monitoring. 
I  went  to  Japan  early  in  January  and  met  with  a  number  of  agricul- 
tural people  there  to  discuss  the  impact  of  the  soybean  embargo.  And 
it's  difficult  for  people  in  this  country  to  realize  the  impact  that  em- 
bargo had,  and  the  permanent  effect  it  had  on  their  attitudes.  I  knew 
it  was  great,  but  you  don't  begin  to  understand  the  real  impact  until 
yon  start  talking  to  people. 

I  remember  for  example  that  the  speaker  of  the  upper  house — it's 
called  the  Diet  in  Japan — talked  for  the  entire  15  minutes  leading  up 
to  that  one  point  about  the  soybean  embargo.  He  started  out  by  say- 
ing. "I  remember  after  the  war,  right  after  the  war  in  1945  I  had  to 
walk  35  miles  just  to  get  basic  food  for  my  family  to  live  for  an- 
other day — "  He  went  all  through  this  and  ended  up  by  saying, 
"Tliat'g  what  you're  doing  to  us  when  you  do  this.  And  when  we 
liave  contracts  with  you,  you  break  that  contract."  Of  course,  when 
you  realize  that  60  percent  of  all  the  food  that  comes  into  Japan  does 
come  from  abroad.  Von  can  see  how  dependent  they  are  on  us  as  a  reg- 
ular supplier.  So  I  think  this  whole  question  of  export  controls, 
"liether  you  are  talking  about  monitoring  on  one  hand,  or  embargo 
on  the  other,  is  one  that  really  should  be  looked  at  very  carefully 
to  see  if  we  can't  find  some  reasonable  way  to  be  sure  that  wc  have 
a  minimum  supjjly  on  hand,  and  not  have  to  exercise  the  export 
controls,  monitoring  and  embargo. 

The  other  thing  I  wanted  to  say  was  that  vou  mentioned  in  passing 
at  the  end  that  the  relationship  between  £he  grain  companies  and 
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the  USDA,  which  is  something  that  many  of  us  have  been  very  in- 
terested in,  I  just  wanted  to  get  on  record  here  the  fact  that  we  naTB 
asked  the  General  Accounting  Office  to  do  a  study.  The  Genenkl 
Accounting  Office,  as  you  know,  is  sort  of  the  investigative  arm  of  the 
Congress.  We  have  asked  them  to  do  a  thorough  study  of  the  Depart- 
ment of  Agriculture,  people  at  the  highest  level,  to  try  to  establish — 
over  the  last  several  years,  not  just  the  last  year  or  two  or  three, 
over  the  last  several  years — what  the  relationship  of  those  two  havB 
been;  people  that  have  come  out  of  the  grain  companies  into  the 
Department,  or  out  of  the  Department  back  to  the  grain  companies, 
the  back  and  forth,  and  what  that  relationship  has  been.  Xow  I  know 
of  a  niunbf;r  of  outstanding  oases  that  we  are  all  aware  of  where  that 
has  occurred,  but  I  would  like  to  see  how  big  that  problem  really  is. 
I  think  that  when  you  realize  that  the  trade  is  so  heavUy  dependent 
upon  USDA  policies,  so  closely  related  to  each  decision  that  s  made, 
then  you  realize  the  problems  of  that  kind  of  a  relationship. 

Mr,  KisiBERLT.  That's  just  what  we're  finding  out 

Senator  Clark,  So  I'm  anxious  to  get  that  report  and  set  some- 
thing on  record  that  really  would  establish  once  and  for  all,  for  bet- 
ter or  for  worse,  what  that  relationship  is.  I've  had  occasion  to  ask 
Secretary  Butz  about  it  on  the  record,  and  to  get  Ms  defense  of  it, 
but  I  think  it's  important  that  we  get  established  just  exactly  what 
that  relationship  is.  It  does  not  look  like  a  healthy  one  to  me. 

Now  the  last  thing  I  wanted  to  ask  you  is,  what  in  your  judgment 
should  we  do  about  target  prices  and  the  loan  rates?  "VPbat's  your  own 
judgment!  Do  you  have  any  opinion  on  that,  Do  you  think  we  ought 
to  continue  those  programs,  and  if  so,  at  what  level, 

Mr.  KiMBERLT.  Government  has  kept  me  in  such  a  depressed  state 
for  20  years  that  I  hate  to  say  this— but  I  guess  they  are  necessary — 
I  don't  know  about  the  protection.  It  is  not  for  the  overproduction. 
If  the  Government  would  guarantee  us  to  keep  their  hands  out  of 
things.  I  think  we  could  make  it  without  anybody,  but  they  will  not 
guarantee  it.  If  they  do,  they  will  break  their  promise  to  us.  So  I 
cuess  we  are  going  to  have  to  have  target  prices.  It  would  be  real 
good  to  let  the  efficient  farmer  manage  his  own  business,  but  I  dont 
think  they  will  lot  us.  We  got  more  things  than  most  otiier  places 
in  this  world.  You  have  to  have  water.  You  have  to  have  air.  And  you 
liave  to  Imve  food.  It  peems  all  they  worry  about  is  all-out  production 
so  the  farmei-  will  produce  cheap  food  ana  drive  down  the  prices.  My 
thinking  on  this  is  that  if  the  American  farmers  get  organized,  that 
will  be  quite  a  thing  for  this  world  to  see,  I  believe.  I  definitely  be- 
lieve in  this,  and  I  believe  it  is  some  to  work.  If  this  would  be  tested 
in  our  community  out  there.  I  think  I  have  got  170  to  200  names  here, 
and  I  would  just — let  them  worry,  T  got  on  the  telephone  this  morning 
and  called  everybody  I  knew,  Tfobody  knew  about  this  meeting.  I 
got  a  load  of  soybeans  coming  up.  It  may  be  that  you  didn't  want 
us  here,  yon  know. 

Senatoi-  Cai,rk.  Ho,  no.  we  sent  those  notices  to  all  of  the  media. 

Mr.  KiMDKrj,T.  T  jnst  wish  onr  news  media  would  put  this  on  the 
front,  pupe.  hccnuse  whether  you  believe  it  or  not.  some  of  our  farmers 
are  busy.  We  don't  pet  all  the  newsnanors  read,  and  so  in  turn  if 
it  is  on  the  back  pages— and  I  would  like  to  stress  this  to  the  news 
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media,  that  when  an  important  man  comes  at  a  critical  time,  the 
interested  farmers  dionld  Know  about  it.  And  they  must  know  about  it 
light  away. 

Senator  Clark.  Thank  you  very  much  for  coming  up. 

Mr.  KiMBERLT.  Thank  you,  Senator. 

Senator  Clark,  Would  Mr.  Oaklei^  Adkins  come  up,  please.  Mr. 
Adkins,  your  address  is  rural  route  2,  Chandlersville,  111.  Do  you  have 
a  statement,  Mr.  Adkins. 

STATEMENT  OF  OAKIEiaH  B.  ADEHTS,  TB..,  CHAIIDI^EVILLE,  ILL. 

Jlr,  Adkins.  Yes,  I  do. 

Senator  Clark,  Well,  sir ;  you  go  right  ahead. 

Mr,  Adkins.  You  asked  me  in  Illinois  to  put  it  in  writing. 

Senator  Clark.  That's  right. 

yir.  Adkins.  I  did  put  it  in  writing,  but  I  am  afraid  that  10  minutes 
is  not  sufficient. 

Senator  Clark,  Since  you  came  so  far,  we  will  let  you  go  beyond 
that  just  a  little.  Seeing  that  you  had  to  make  a  special  effort  to  come 
over  from  where  you  live  in  southern  Illinois 

Mr.  Adkins.  Central. 

Senator  Clark.  Central? 

Mr,  Adkins.  Yes,  sir.  Just  a  little  north  of  central,  I  believe. 

Senator  Clark.  Proceed,  please. 

Mr.  Adkins.  Mr.  Chairman,  members  of  the  Senate  Committee  on 
Agriculture  and  Forestry:  My  name  is  Oakleigh  R  Adkins,  Jr.,  but 
I'm  more  informally  known  as  "Stony,"  a  central  Hlinois  grain 
farmer. 

I  appreciate  the  opportunity  of  testifying  before  this  committee 
as  an  individual  farmer,  which  proves  the  great  opportunities  our 
democratic  system  provides. 

With  our  national  agricultural  population  in  a  severe  economic 
disaster  and  our  international  food  supply  in  distress,  I,' humbly, 
forward  to  you  my  ideas  of  formulating  a  national  food  policy  long 
needed  prior  to  an  energy  policy.  Economic  stimuli  cannot  be  pro- 
vided by  isolated  wars  because  American  blood  shed  on  foreign  soil 
is  not  acceptable  to  the  American  philosophy.  In  due  respect,  economic 
stimuli  cannot  be  initiated  by  false  creation  of  shortages  in  food 
conditions. 

In  the  spring  of  1973,  the  American  public  was  informed  that  they 
should  stock  their  freezers  with  meat  because  of  a  stipulated  shortage. 
Government  froze  cattle  prices  and  removed  import  quotas  and 
tariffs  on  meat.  In  60  days,  after  the  removal  of  these  restrictions, 
cattle  feeders  were  in  economic  disaster.  In  the  fall  of  1973,  a  volun- 
tary embargo  on  soybeans  was  established  which  questioned  our 
credibility  with  all  foreign  countries  and  caused  Japan  to  invest 
capital  in  Brazil  for  an  additional  source  of  supply.  In  1974,  Brazil 
harvested  290  million  bushels  of  soybeans,  up  58  percent  from  1973: 
and  now,  in  April  197.5.  Brazil  will  begin  harvesting  a  crop  of 
,1.^2  million  bushels,  21  percent  over  1974.  Again,  in  1975,  we  saw 
voluntary  embargoes  and  current  grain  monitoring.  These  were  prob- 
ably some  of  the  factors  which  led  Amoco  to  sign  an  agreement  with 
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Libya  lor  an  asphalt  moisture  barrier  on  thousands  of  acres  of  msr- 

fiiial  ground.  "Kiis  experimental  process  was  used  on  my  farm  and 
am  showing  a  20-percent  increase  in  production  on  noninigated 
worthless  sand  ground.  In  1974,  this  barrier  was  installed  under  80 
acres  of  a  160-acre  irrigated  field.  The  first  test  of  the  irrigated  land 
will  come  in  1975  under  a  double  cropping  system.  Some  experts 
say  that  these  conditions  will  not  affect  our  exports,  but  the  Brazilian 
situation  is  already,  now,  affecting  soybean  prices  in  the  United 
States.  Exported  agricultural  products  ec[ualize  our  balance  of  pay- 
ments in  relationship  to  oil  imports;  but,  if  the  price  of  these  agricul- 
tural exports  are  reduced,  so  does  our  deficiency  in  our  balance  of 
payments.  Armaments  cannot  replace  this  situation  because,  over 
several  decades,  these  armaments  came  back  to  us  in  pieces,  all  too 
often  in  the  bodies  of  our  loved  ones  in  caskets. 

Farmers,  nationwide,  in  1974  cotton  and  feed  grains'  production, 
put  100  percent  costs  into  a  crop  that  onlv  gave  them  a  67-percent 
return  in  national  averaging  production,  ^hig  was  due  partly  to  a 
weather  factor:  farmers  then  took  another  20  percent  reduction  in 
price,  in  the  case  of  cotton — 50  percent.  The  current  cost  situation, 
m  197-'),  will  cause  production  cuts  due  to  fuel,  fertilizer,  herbicide, 
and  other  costs.  This  moans  that  a  slowdown  of  a  $400  million  industry 
will  only  add  450.000  more  unemployed  in  the  already  depressed 
T7AW  and  the  industries  for  which  they  work.  But  what  oettcr  lobby 
does  the  farmer  have  than  agricultural  machinery  manufacturers, 
UAW,  fertilizer  manufacturers  and  herbicide  manufacturers? 


The  above  situation  can  be  easily  relieved  by  adequate,  annual,  com- 
puted target  prices  for  cotton,  feed  grains  or  other  commodities. 
From  this  point,  to  establish  simplicity,  I  will  deal  only  with  feed 
grains.  In  1974,  some  experts  said  farmers  used  poor  marketing  policy. 
Gentlemen,  how  do  you  sell  June-planted  com  and  beans  that  have 
been  frost  damaged?  Until  the  farmer  knew  what  grade  he  had,  he 
needed  all  the  good  grain  available  on  his  farm  to  mix  with  the  frost 
damaged  grain,  in  order  to  make  it  of  a  marketable  grade.  If  the 
farmer  had  had  target  prices,  the  voluntary  export  control  and  cur- 
rent grain  monitoring  would  not  have  hurt  him  so  badly.  Because 
of  the  farmers'  mortal  fear  of  a  depression,  target  prices  would  have 
given  him  the  confidence  to  hold,  instead  of  dumping,  his  grain.  This 
dumping  of  grain  only  had  a  further  depressing  effect  on  ourmar^ts. 
A  target  price,  in  1975,  should  not  include  a  land  charge  as  a  factor 
in  computations,  due  to  the  wide  variations  in  land  values.  Also,  the 
public  tax  dollar  should  only  be  used  to  assure  the  farmer  to  produce 
an  adequate  food  supply  without  certain  bankruptcy,  not  to  guar- 
antee him  a  payment  to  improve  his  profit  position  or  increase  his 
equity.  In  my  projections  for  cost  inputs  on  the  1975  crops,  it  will  be 
$2.10  per  bushol  for  corn,  $5.2.'»  per  bushel  for  soybeans  and  $3.10  per 
bushel  for  wheat. 

Gentlemen,  the  above  target  prices  are  projected  on  a  basis  of  cost 
accounting  records  computed  on  a  per  acre  and  per  bushel  data  from 
my  farm  and  a  President's  energy  program,  which  will  only  escalate 
fuel,  fertilizer,  herbicide,  and  insecticide  prices.  On  February  3. 1975, 
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the  Honorable  Hubert  H.  Humphrey  stated  in  his  report  before 
tliis  committee:  "Everyone  is  aware  of  the  economic  importance  of 
tlie  $77  billion  automobile  industry.  However,  agriculture — which 
accounts  for  over  $400  billion  in  our  economy — is  often  neglected 
in  terms  of  its  importance  to  the  economy." 


If  U.S.  agriculture  is  not  faced  with  a  weather  factor  in  1975,  a 
bountiful  harvest  can  spell  disaster  for  the  fanner  because  Federal 
grain  monitoring  has  caused  our  export  buyers  to  seek  other  sources 
of  supply ;  plus  the  fact  that  since  this  country  is  in  a  receaeion,  on 
the  brink  oi  a  depression,  domestic  food  and  feed  use  will  be  down. 
From  the  past  years,  we  have  learned  that  stability  in  world  agricul- 
ture can  only  be  attained  when  there  is  assurance  of  no  scarcity.  But, 
farmers,  also  over  the  past  decades,  have  knowledge  of  the  depressing 
effect  to  prices  by  a  large  corporate  or  Gfovemment  grain  rcaerve. 
Historv  has  proven  that  farmers  get  into  economic  distress  in  a 
Repiihiican  administration,  that  the  Democrats  then  initiate  programs 
to  bail  the  farmers  out  of  this  economic  distress;  and  then,  a  few 
3-ears  later,  find  these  same  programs  operating  in  an  atmosphere  of 
dispute  and  resentment  because  these  same  programs  are  controlled 
by  Government  bureaucracy. 

In  1975,  a  2-bili  ion -bushel  wheat  crop  or  a  6-billion-bu8hel  com 
fri-op  Rhould  make  it  necessary  to  put  20  percent  of  this  production  into 
a  food  bank.  Due  to  the  experiences  of  the  past  four  decades,  we  have 
learned : 

A.  Corporate  and  Government  grain  reserves  have  a  depresfdng 
effect  on  market  prices. 

6.  The  tremendous  cost  to  the  n.S.  taxpayer  to  move  thjs  grain 
from  the  farm  to  the  terminal,  then,  to  the  warehouse  and  then,  Dack 
to  the  terminal. 

C.  The  tremendous  cost  to  the  n.S.  taxpayer  for  the  spoilage  tiiat 
occurred  in  these  large  bins  primari^  from  lack  of  management. 

D.  The  tremendous  cost  to  the  U.S.  taxpayer  for  the  use  of  tliis 
program  in  give-away  programs. 

To  alleviate  the  above  problems,  I  urge  the  Agriculture  Committee 
to  write  into  an  agricultural  act  this  foM  bank  or  grain  reserve  which 
should  be  stored  lOO  percent  on  the  American  farm,  for  tJie  following 
reasons : 

A.  This  food  bank  would  be  for  domestic  use,  first,  in  case  of  severe 
weather  reduction  in  domestic  productions.^  If  no  national  weather 
adversity,  then  this  food  bank  would  be  available  to  export  markets; 
but,  in  order  to  maintain  quality,  the  food  bank  would  be  available  in 
any  one  of  tlie  next  5  year's.  Grain  would  be  available  from  geo- 
graphic areas  alternately  from  east  of  the  Mississippi  River  and  west 
of  tlie  Mississippi  Kiver.  The  food  bank  would  then  retain  correct 
quality  and  would  not  have  a  depressing  effect  on  the  markets  by  the 
act  of  dumping  the  whole  bank.  In  this  way,  as  each  geographic  area 
is  released,  there  would  be  the  other  part  of  the  geographic  area 
holdini;  rescrvps  to  maintain  stability.  If  an  announcement  of  release 
is  made,  a  farmer  would  be  obligated  to  refill  the  food  bank  in 
required  bushels  from  the  next  harvested  crop  or  not  receive  the  food 
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bank  storage  and  handling  income.  By  doing  this,  under  proper 
supervision  as  set  up  in  step  IV,  by  geographic  areas,  the  larmer 
would  not  find  it  necessary  to  replace  the  food  bank  in  a  year  of  a 
wheat  crop  less  than  2  million  bushels  or  a  com  crop  less  than  6 
billion  bushels. 

B.  On-the-farm  storage  would  requli-e  the  farmer  to  maintain 
quality  and  quantity  for  the  guarantee  of  an  annual  or  monthly 
payment  of  the  normal  warehouse  rate  per  bushel  for  storing  the 

grain,  and  handling  the  grain  in  and  out  of  the  storase  structure. 
ommon  sense  and  experience  have  proven  that  individual  manage- 
ment and  widely  scattered  storage  reduce  the  risk  of  spoilage  and 
insect  damage. 

C.  'l"he  pi-esent  Agricultural  Stabilization  and  Conservation  Service 
grain  storage  facili^  program  would  be  adequate  for  the  farmer  to 
secure  credit  to  build  any  ^ditional  grain  structure  needed.  However, 
the  present  interest  rate  is  prohibitive.  The  payments  made  to 
many  farmers  for  the  storage  of  the  food  bank  would  be  far  more 
understood  by  the  public  rather  than  one  huge  payment  to  a  corporate 
or  Federal  warehouse. 

D.  This  type  of  program  would  cause  more  money  to  be  put  into 
our  economy  much  faster  to  help  employment  and  increase  our  gross 
national  product  by  a  storage  program.  The  fanner  will  spend  money 
if  he  has  it.  In  this  case,  80  percent  of  our  annual  production  of 
agricultural  feed  grains  would  be  going  through  normal  marketing 
channels.  In  years  of  nonfood  bank  replac^nent,  100  percent  would 
go  to  the  marketing  channels. 

E.  The  grain  farmer  would  then  have  a  supplemental  business 
which,  during  agricultural  economic  cycles,  would  prevent  or  dis- 
courage him  from  going  into  the  livestock  business,  to  supplement 
his  income  during  low  grain  prices.  The  livestock  farmer  would  store, 
most  of  his  grain  to  feed,  but,  during  a  crop  stress  year,  his  additional 
supply  of  grain  could  be  bought  from  the  local  food  baiJc.  This  would 
save  him  tremendous  handling  and  transportation  costs  because  the 
food  bank  would  be  held  in  localstorage  on  the  farm.  The  main  ob- 
jective would  be  to  put  agriculture  on  a  course  of  economic  growth  to 

'achieve  a  do-it-yourself  concept  until  somede^,  we  reach  a  condition 
of  a  free  market  ^stem  if  allowed  to  work.  To  do  this,  farmers  most 
be  given  the  marketing  tools  to  vertically  integrate  themselves  into 
self  sufficience.  The  fanner,  who  lived  under  43  years  of  controls,  then 
entertained  a  severe  weather,  an  international  oil  boycott — which  af- 
fects farmers  many  ways  economically — domestic  inflation,  interna- 
tional starvation,  and  voluntary  embargoes  with  grain  monitoring. 
These  conditions  do  not  spell  a  FREE  MARKET  SYSTEM. 


In  order  to  fully  implement  the  food  bank,  a  service  organization 
such  as  the  ASCS,  with  its  full  nationwide  offices,  would  accomplish  a 
full  step  in  ft  marketing  tool,  promoting  a  national  and  international 
food  policy.  The  ASCS  would  perform  the  following  functions : 

A.  Its  elected  farmer  officers,  in  each  countyj  would  verify  the 
quantity  and  sample  each  farmer's  quality  of  gram  in  his  food  bank 
and  grade  it  individually  for  inspection  at  th%  county  office.  A 
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composite  sample  would  be  sent  to  the  ASCS  State  office  from  each 
county  as  to  grade,  quality,  and  quantity.  The  State  office  would  then 
send  an  inveiitoiy  of  the  State's  food  bank,  in  written  form,  to  the 
USDA. 

B.  If,  at  some  time  during  the  5-year  period  of  geographic  recircu- 
lating of  the  food  bank,  the  grain  is  not  needed  for  domestic  use,  then, 
the  American  farmer  wouldbe  released  via  ASCS  to  deal  or  sell  tie 
food  bank  to  a  free,  foreign  country  or  a  country  acceptable  to  our 
policy,  foreign  and  domestic.  This  would  permit  tJie  foreign  buyer  to 
come  to  the  State  ASCS  office  to  inspect  the  grain  he  is  buymg;  or, 
if  he  wants  a  particular  grade,  he  could  inspect  the  individual  samples 
at  the  county  ASCS  office.  In  time,  the  fanner  would  become  more 
knowledgeable  of  the  premium  for  No.  1  grade  and  could  have  a 
foreign  buyer  at  his  particular  bin  site  to  negotiate  a  sale  of  a 
premium  grade. 

C.  The  foreign  country  buyer  could  tlien  select  the  grain  company 
of  liis  choice  to  which  the  product  would  be  delivered. 

D.  If  a  moie  frequent  geographic  replacement  of  the  food  bank 
couid  be  accomplished,  the  farmer  would  be  in  a  position  to  protect 
his  annual  cost  of  production  by  selling  on  a  bonafide  contract  mstead 
of  hedging  his  crops  and  ending  up,  paying  margins  in  case  of  a 
fluctuating  market. 

E.  In  years  to  come,  this  system  of  buying  and  selling  would  pro- 
mote friendly  foreign  relations. 

F.  The  communist  countries  could  buy  their  grain  from  80  percent 
of  the  crop  that  goes  through  normal  marketing  channels,  or,  if  the 
food  bank  is  adequate  in  size,  these  countries  could  be  permitted  to 
buy  out  of  the  food  bank. 

G.  Connty  ASCS  offices  would  require  each  fanner  to  report  his 
planted  acreage  by  July  15  for  preservation  of  his  own  farm  allotment. 
After  Federal  announcement  of  a  food  bank,  the  county  ACSC  office 
would  have,  on  record,  the  farms  and  their  planted  acres  of  crops  to 
be  included  in  the  food  bank.  This  still  would  give  the  farmer  his 
independent  privilege  of  planting  any  crop  he  desires.  The  food  bank 
crops  would  be  identified  by  the  county  ASCS  officers.  The  ASCS 
would  take  the  reported  acreage  for  the  food  bank  crops,  times  the 
farm's  normal  yield,  times  20  percent,  to  get  individual  food  bank 
eligibility.  If  farm  producers  decide  against  the  food  bank,  Uien,  ijie 
other  producers  of  that  farm  have  first  option;  and,  in  case  of  total 
refusal,  the  ASCS  county  committee  would  allocate  tliat  particular 
farm  eligibility  to  other  farmers  in  the  county. 


The  implement  steps  I,  II,  and  UI,  there  is  a  strong  need  to  write 
into  the  1975  Agricultural  Act  that  the  State  ASCS  Chairman  of  all 
States  in  the  Union  would,  in  conjunction  with  the  Secretary  of  Ag- 
riculture, perform  the  following : 

A.  Establish  and  announce  annual  target  prices  for  agricultural 
pinducts  prior  to  January  31,  annually, 

li.  Establish  the  size  of  the  food  bank  for  the  next  year, 

C.  In  case  of  a  2-billion-bushel  wheat  crop  and  6-billion-bushel  com 
crop,  the  establishment  of  a  20  percent  food  bank  based  on  the  above 
figures. 
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D.  Upon  the  implementation  of  the  food  bank,  the  1975  Agricul- 
tural Act  would  eliminate  the  need  for  voluntary  embargoes  and 
grain  monitoring. 

E.  With  the  food  bank  implemented,  in  1976,  if  80  percent  of  the 
1975  crops  listed  in  the  food  bank  are  not  clearing  through  normal 
marketing  channels,  then,  a  20  percent  land  reserve  should  be  estab- 
lished before  any  farmer  can  receive  target  prices  and  participate  in 
the  food  bank. 

F.  Each  State  ASCS  chairman  would  be  responsible  to  see  that 
each  foreign  buyer  was  able  to  deal  directly  with  the  individual 
farmer  upon  the  release  of  the  food  bank  to  export  markets.  This 
would  likewise  apply  to  the  livestock  farmer,  in  case  of  a  domestic 
weatlier  crisis  and  tlie  need  for  grain  is  critical. 


There  is  a  drastic  need  for  the  1975  Agricultural  Act  to: 
A.  Establish  an  International  Monetary  Food  Fund  out  of,  or, 
amending  Public  Law  480. 

1.  This  would  give  a  place  for  starving  and  economically  impov- 
erished nations  to  borrow  the  money  and,  with  pride,  bid  for  the 
grain  they  need  in  our  food  bank,  when  properly  released. 

2.  We  fed  an  army  in  World  War  II,  not  on  hot  meals  bat  with 
C-rations,  We  sent  astronauts  into  space  for  weeks  without  hot  meals 
but  nourishing  food.  This  International  Food  Fund  would  also  give 
these  deprived  countries  the  ability  to  buy  this  form  of  food  for  cur- 
ing their  starving  populated  areas, 

I  feel  the  Food  Stamp  and  School  Lunch  profframs  are  areas  to  be 
reviewed  in  times  when  unemployment  is  not  so  nigh.  Ab  a  ve4»ran,  I 
cannot  find  one  good,  plausible  or  Christian  reason  for  a  United  States 
man,  woman,  or  child  starving. 

The  economic  plight  of  the  young  farmers  of  this  nation  is  very 
serious.  Without  a  National  or  International  Food  Policy,  we  cannot 
make  our  profession  a  youthful,  energetic  group  to  meet  the  food 
crisis  of  the  1980's,  which  will  make  the  oil  crisis  look  like  a  picnic 

I  hope  this  individual  paper  will  be  deeerving  of  qiiesticms  from 
this  committee.  Thank  you. 

Senator  Clark.  Thank  vou  very  much,  Mr.  Adldns.  I  think  it  is  a 
very,  very  carefully  thought-through  position,  and  one  that  this  com- 
mittee ought  to  take  very  seriously.  I  say  that  because  it  has  a  num- 
ber of  very  interesting  ideas  in  it  that  I  think  our  committee  has  not 
heard  before.  I  certainly  want  to  compliment  you  on  taking  the  time 
and  the  work  that  you  have  put  into  this  on  behalf  of  yourself  and 
the  Illinois  farmers  that  you  represent  as  well. 

Mr.  Adkins.  I  represent  Oakleigh  Adldns. 

Senator  Clark,  1  understand  that,  but  I  do  know  that  you  have 
worked  with  a  number  of  farmers  in  central  Illinois  and  have  gotten 
some  input  from  others  as  well.  We  appreciate  your  taking  the  time, 
and  I  would  like  to  thank  you.  I  would  like  to  ask  of  couple  of  Ques- 
tions, by  way  of  getting  to  our  writing  this  farm  bill.  We  are  aoout 
a  week  away  from  starting  to  write  the  bill.  What  is  your  reaction  in 
terms  of  what  you  think  we  can  do  about  target  prices?  I  am  speak- 
ing of  com  now,  a  target  price  of  $2.25,  a  loan  rate  of  $1.87.  Now, 
what  is  3"our  opinion  on  that? 
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Mr.  Adkixs.  Well  sir,  the  price  is — it  is  tiu  miniTnimi  (Jiat  I  dohUI 
-come  up  with  on  my  farm.  Now  I  am  cooceraed  about  the  Heuae  Qomr 
mittee,  because  we  are  all  represeated  by  repreeentativee  at  lacgs  M 
our  State.  We  are  aleo  coDcemed  about  the  congressional  oommrttaB. 

Senator  Clark.  The  House  Committee  * 

Mr,  Adkins.  The  House  Committee,  yes,  sir. 

Senator  Clabk.  And  we  -feel  that  restrictions  of  the  s^cultivil 
knowledge  is  limited,  so  I  would  like  to  say  on  record  at  this  time,  sB 
I  Iiave  l»fore,  we  already  know  that  40  percent  of  the  1973  wheat 
production  is  actually  in  storage,  and  we  have  wheat  from  fence  poHt 
to  fence  post.  CJongress  is  just  about  90  days  away  from  atockpiUng 
grain.  If  they  come  up  with  target  prices,  they  will  then  only  iB3tJ£*i6 
a  further  plantimr  from  fence  post  to  fence  poet  this  fall. 

Mr.  AnKiNs.  n\  other  words,  I  am  sayji^  that  if  you  are  goinx 
to  have  an  agricultural  policy,  you  must  look  fartlier  down  the  road 
than  90  days.  You  have  to  look  ahead  and  realize  that  when  you  do 
have  one  of  our  greater  disasters  like  we  have  been  hit  with  reoentiy, 
we  run  to  the  grain  companiea,  of  which  we  have  five,  and  three  of 
them  arc  incorporated  in  other  countries.  We  have  to  ask  them  to  do 
that.  I  am  saying  the  only  sensible  thing  to  do  on  storage  is  to  have 
it  on  the  farm.  We  have  to  have  this  in  the  new  act  before  we  cottld 
■do  it.  I  would  love  to  have  the  opportunity  to  address  those  urban 
Congressmen. 

Senator  Clark.  We  may  just  let  you  do  that. 

Mr.  Adkins.  Thank  you,  sir. 

Senator  Clark.  Thank  you  very  much  for  coming  todaj;.  The  next 
witness  is  Mr.  James  Phelan,  Maxwell,  Iowa.  You  just  go  right  ahead, 
Mr.  Phelan,  in  any  way  yon  think  is  appropriate.  You  have  10 
minutes. 

STATEMENT  OF  JAMES  P.  f HELAN,  UAXWELL,  IOWA 

Mr.  PiiErj^x.  Thank  you,  I  need  it. 

Senator  Clark,  All  right,  that  is  what  the  meeting  is  for. 

Mr.  Phei-an,  I  don't  nave  a  lot  to  say,  I  only  wont  to  say  one  thing 
•on  this  grain  reserve  and  the  target  price. 

Senator  Clark.  Two  good  subjects. 

Mr.  Phelan,  I  heard  a  lot  of  suggestions  on  the  grain  reserve  in 
tlie  last  3  months,  none  of  which  looked  like  anything  eKceptiontd  will 
end  up  from  them.  Some  of  them  seemed  like  just  a  big  weapon 
against  these  fanners.  I  don't  think  there  is  any  way  that  you  can 
put  a  reserve  of  grain,  and  I  don't  care  where  it  is — I  don't  tmnk  you 
<an  put  it  anywhere  where  the  pressure  wouldn't  get  too  great.  I  ]U8t 
don't  think  you  can.  I  think  if  you  get  95  percent  of  the  U.S.  people 
that  called  their  Senators  and  called  our  Congressmen  and  everybody, 
and  they  say,  "You've  got  to  do  this  to  get  our  food  price  down,"  I 
do  not  think  that  the  Congress  can  stand  the  pressure.  Kow  maybe 
you  can,  I  don't  know.  But  I  cant  see  where  you  could. 

About  2  weeks  ago  I  saw  an  idea  which  I  haven't  heard  ngain, 
which  was  for  a  cash  reserve. 

Senator  Clahk,  How  would  that  work? 

Mr,  Phelan.  Well,  I  don't  know  how  that  would  work.  As  far  as 
I'm  concerned,  what  they're  trj-ing  to  do — all  I  heard  in  the  last  3 
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months  is  that  they  want  the  farmer  to  produce  6i^  billioil  bushel 
com  crop  to  feed  the  starving  people  of  the  world.  Now  as  far  as  I'm 
concerned,  if  we  produce  that  kind  of  a  crop,  our  price  is  going  to  go 
down  25  percent.  We're  just  going  to  give  our  profit  away  if  we  pro- 
duce this  kind  of  a  crop.  And  my  idea  is  this :  If  the  people  of  the 
United  States  want  us  to  give  up  our  profit,  then  I  say  come  this  fall 
we  just  tax  everybody;  we  just  put  a  surtax  of  25  percent  on  every 
business  and  every  person,  if  they  think  it's  right  to  do  it  to  us. 
Otherwise,  I  say  let's  do  it  this  way :  I  say  let's  take  all  the  people  in 
the  United  States  and  take  a  1  percent  surtax,  or  1  percent  of  their 
income  tax  or  whatever — put  it  somewhere  where  it  can't  be  touched. 
There's  places,  I  presume,  where  you  can  put  money  where  it  can't  b& 
touched.  And  should  the  time  arise  when  we  would  need  com,  take 
this  money  and  buy  com. 

And  at  the  same  time,  I  also  think  you  have  to  protect  the  people 
that  when — if  and  when  they  would  ever  go  and  Buy  com  or  wheat 
or  whatever  they  need  for  this,  that  these  countries  dont  use  this 
against  us.  Wlien  it  goes  aci-oss  to  these  countries,  be  sure  it  goes  to 
the  people's  mouths  that  we're  trying  to  give  it  to,  instead  of  those 
going  over  there  and  then  goes  into  the  market,  and  finally  ends  up 
coming  back  at  us  at  the  back  door. 

And  the  only  other  thing  that  I  had  to  say  was  on  the  target  price. 
As  soon  as  you  set  the  target  price,  or  as  soon  as  the  target  price  is 
set,  then  the  fertilizer  companies,  and  the  seed  corn  companies  and  the 
chemical  companies  are  going  to  sav,  okay,  we're  going  to  leave  them 
2  percent,  ana  we're  going  to  take  the  rest.  And  this  is  what  our  share 
of  that  $2.2.5  should  be.  And  this  is  just  exactly  what  happened  when 
it  was  at  $1.0.'i;  they  left  ns  about  2  cents,  and  they  took  the  rest.  And 
if  you  set  it  at  $2,  or  if  you  set  it  at  $1.87,  or  if  you  set  it  at  $3,  the 
same  thing  is  going  to  happen.  So  if  you're  going  to  set  it  somewhere, 
I'm  for  not  setting  any  support  price.  But  then,  that's  my  own  pier- 
sonal  opinion.  But  if  you're  going  to  set  it  somewhere,  I  think  it  ought 
to  be  darned  high.  That's  all  I've  got  to  say. 

Senator  Clark.  OK.  Ijct  me  just  ask  you  a  couple  of  questions. 
Wliat— I'm  not  quite  sure  that  I  understand  now  when  you're  talldng 
about  target  prices,  what  you  specifically — target  or  loan? 

Mr.  PiiF,ij\x.  Loan. 

Senator  Ci-APK.  What  do  you  think  that  level  should  be? 

Mr.  PHEf^\N.  Well,  this  year  I've  got  to  have  $3  a  bushel  on  my 
1974  crop.  I  can't  sell  mv  1974  crop  until  I  get  $3  a  bushel. 

Senator  Clakk.  Why  is  that? 

Mr.  Phki-ax.  Because  I'll  lose  money  otherwise.  Every  penny  below 
$3  a  bushel  is  right  straight  out  of  my  pocket. 

Senator  Ct,abk.  It  cost  you  $3  to  produce  that  com  ? 

Mr.  PI1ET.AN-.  Yes,  sir,  with  the  decieasing  yield  that  we  had  this 
year. 

Senator  Ci-ark.  I  see. 

Mr.  PiiKi,A>f.  Thnt's  what  I've  got  to  get  for  it.  So  if  I  bad  to  soil 
mv  corn  todav,  you're  talking  about  what,  80  cents  a  bushel  under 
wiiat  I  need.  Or  some  $10,000. 

Senator  Clark.  Ix^t  me  just  say  something  on  the  rtwerve.  There  is 
no  topic  that  is  more  debated  or  more  discussed,  or  controversial  than 


,y  Google 


31 

the  question  of  the  reserve.  And  I  think  what  you  said  earlier  points 
up  why  that  is  true.  There  is  a  great  fear  that  whatever,  any  reserve 
on  hand,  whether  that's  in  the  commodity  credit  system,  or  some  kind 
of  separate  grain  reserve—and  I  find  there  is  a  lot  of  confusion  about 
that,  Decause  very  few  people  want  to  repeal  the  loan  program.  There 
are  some  who  are  advocating  it,  but  for  the  most  part,  people  do  not 
want  to  do  away  with  the  Commodity  Credit  Corporation  without 
some  kind  of  loan  program.  Now  the  great  surpluses  that  we  had  in 
the  country  at  that  time — so-called — were  clearly  developed  under 
that  system.  They  weren't  developed  under  a  grain  reserve  system 
such  as  yon  were  also  talking  about.  So  the  one  thing  we  have  to  ad- 
dress ourselves  to  when  we  are  worried  about  going  back  to  a  surplus 
system,  is  whether  we  do  it  under  a  commodity  loan  program,  or 
whether  we  do  it  under  a  reserve  system,  unless  one  wants  to  repeal 
the  whole  commodity  credit  program.  With  that  commodity  loan 
program,  obviously  you  have  the  potential  of  building  reserves  again. 

But  I  think  the  real  dilemma  that  the  Congress  finds  itself  in,  the 
Government  finds  itself  in,  the  countrj-  finds  itself  in— because  the 
Government  ought  to  be  nothing  but  an  extension  of  the  people — ^is 
how  you  prevent  both  export  monitors  or  export  controls,  with  no 
gruin  reserve.  In  other  words,  what  happens  inevitably  is  that  when- 
ever you  have  a  lot  of  grain^nobody's  advocating  controls — -not  even 
the  consumers  are  advocating  controls,  on  foreign  countries,  or  any- 
body else.  But  as  soon  as  you  get  down  into  a  short  period,  as  we  did 
with  soybeans  at  the  time  of  the  embargo— wlionever  you  get  down  to 
wiiere  tlie  supplies  ure  beginning  to  come  shorter,  the  question  is :  Can 
you  potentially  sell  out  all  of  the  grain,  or  more  of  the  grain  than 
you  reallv  have;  or  are  you  going  to  put  controls  on,  or  are  you  going 
to  set  aside  a  certain  amount  to  assure  your  foreign  customer  that 
you've  got  some  products  there  to  meet  his  contract?  It  seems  to  me 
that  you'i-e  almost  in  the  dilemma  of  saying  we  don't  want  any  export 
coiifi-ols,  we  don't  want  any  control  over  that  market,  but  we  dont 
wnnt  any  reserve  assurance.  Now,  how  can  you  be  assured  that  you 
can  fulfill  a  contract  if  yon  don't  have  one  or  the  other  of  those?  I 
think  that's  the  dilemma  and  the  contradiction. 

Mr.  Phelax.  Well,  I  can  see  your  point,  and  I  don't  know — I'm  no 
]irofessional,  I  don't  know  how  to  solve  it.  I  do  think,  one  thing,  I 
think  these  countries  are  buying  this  grain  way,  way  t4Xi  cheap.  I 
don't,  have  any  idea  what  gold  is  worth  now,  but  gold  I  assume  is 
worth  $170  or  $180  or  $200  an  ounce.  Four  years  ago  gold  was  $40 
and  they  are  buying  $4  soybeans  laid  in  over  there  for  $3.50.  Now 
they're  buying — they're  really  beating  us,  they're  really  getting  a 
bargain,  and  we're  giving  it  to  them.  I  think  we're  letting  this  grain 
go  out  of  the  country  too  cheap.  Now  maybe  there's  nothing  we  can 
(to  about  it,  T  don't  know.  That^  maybe  more  your  free  market.  But  I 
ran  see  where  we  would  need  some  type  of  a  reserve  of  some  sort, 
niaylM?.  I  don't  know. 

Senator  Ci.ark.  Thank  you  very  much  for  coming  up.  We  appreci- 
ate it.  Our  next  speaker  is  I>3weli  E.  Gose.  Lowell  is  the  president  of 
the  Iowa  Farmers  Union,  he  nms  a  farm  in  Jefferson,  Iowa.  I  han- 
jienoil  tn  walk  by  it  one  day.  so  I  know  that's  true.  Ixtwell,  proceed  in 
any  way  ynii  think  appropriate. 
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UNION,  JEFFERSON,  IOWA 

Mr.  GosE.  Senator  Clark,  members  of  the  committee,  all  the  friends 
and  people  who  are  here ;  I  am  Lowell  E.  Gose,  president  of  the  lowm 
Farmers  Union  and  a  farmer  owning  and  operating  825  acres  with 
my  son  near  Jefferson,  in  Greene  Countj',  central  Iowa.  Our  organi- 
zation's members  appreciate  this  opportunity  for  comment  on  the  cur- 
rent farm  situation  and  presentation  of  views  on  congreaBional  actiwi 
that  would  be  helpful  in  dealing  with  it 

In  all  the  years  I  have  been  farming  since  the  middle  1930's,  there 
has  never  been  a  situation  like  the  one  we  are  in  now.  There  has  never 
been  such  a  wild  fluctuation  in  commodity  prices  nor  such  fajitastio 
escalation  of  farming  costs.  For  awhile  in  1973-74,  onr  returns  did 
run  ahead  of  costs.  Fanners  were  able  to  ^in  on  their  outstAnding 
debt  load,  improve  their  production  facilitiee,  and  also,  incidentally, 
to  send  off  a  hefty  i)ercentage  of  their  income  to  the  Internal  Revenue 
Service, 

Then  during  the  past  vear,  the  roof  began  to  fall  in.  Prices  of  in- 
puts— fertilizer,  herbicides,  insecticides,  seed  com,  machinery  and 
repairs,  tractor  fuel,  you  name  it — the  prices  of  everything  shot  up  at 
a  sickening  rate. 

Sleantime,  despite  the  shortfall  in  1974  production  caused  l^ 
weather,  onr  main  commodity  prices  since  harvest  have  been  going  in 
only  one  direction — sharply  downward,  a  chilling  reversal  of  the 
iisnal  seasonal  trend.  The  high  point  for  both  com  and  soybeans  wag 
reached  in  early  October.  At  that  time,  No.  2  yellow  com  at  Chicago 
was  cjuoted  at  $3.96  per  bushel  cash.  No.  1  yellow  soybeans  were 
bringing  $9.40  to  $9.43  per  bushel  cash  at  representative  IllinoiB 
points.  By  February  20,  at  th^e  same  market  positions.  No.  2  yellow 
com  was  down  to  $2.88  to  $2.89.  a  drop  of  $1.18  per  bushel  or  by  more 
than  27  percent.  Soybeans  were  down  to  $5.51  to  $5.61,  a  (Jrop  of 
around  $3.85  per  bushel  or  by  more  than  41  percent. 

Cash  gi-nin  prices  since  then  have  fallen  even  more  drasticallT- 
Corn  bids  in  central  Iowa  fell  32  cents  per  bushel  during  the  single 
week  ending  February  22.  They  fell  a  further  21  cents  during  the 
following  week,  ending  as  of  last  Friday  at  a  range  of  $2.28  to  $2.31 
per  bushel.  Thus  the  total  decline  for  the  fortnight  was  53  cents  per 
bushel  or  nearly  19  percent.  Soybeans  during  this  same  recent  fort- 
night dropped  by  $1.18  per  bnahel  or  by  20  percent. 

These  severe  declines,  insofar  as  I  can  find  out,  were  not  caused  by 
heavy  movements  of  com  and  soybeans  onto  the  market  I  do  not 
pretend  to  know  what  is  at  the  bottom  of  such  an  astounding  market 
collapse.  Some  of  us  do  have  our  suspicions  that  the  big  traders  are 
exaggerating  the  significance  of  such  developments  as  the  cancellatitm 
of  the  relatively  small  purchase  orders  by  China  and  other  countries. 
It  really  is  pretty  easy  as  yet  for  the  big  traders  with  all  their  eco- 
nomic clout  and  worldwide  network  of  market  intelligence  to  inftnence 
what  goes  on  in  the  grain  pits.  It  is  pretty  hard  to  believe  that  the  big 
traders  are  not  interested  in  scaring  farmers  into  a  mad  scramble  to 
sell  to  get  money  for  new  crop  operations. 

Fanners  are  being  chided  by  some  people  of  course,  for  not  havinj; 
been  smart  enough  to  have  sold  last  fall  at  the  peak,  A  part  of  the 
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1974  production  was  sold  early,  directly,  or  for  future  delivery,  but 
the  idea  tha,t  the  market  would  haye  absorbed  all  of  it  or  avea.  litJi  of 
it  then  is  utterly  ridiculous.  A  big  increttse  in  conunitmeuts  at  that 
time  would  have  brought  on  a  price  slump  in  nothing  flat,  Farmeis 
need  not  blame  themselves  for  not  having  all  sold  at  t£e  peak. 

"What  is  far  more  important  now  is  to  consider  how  to  counteract 
the  consequences  of  this  fall  off  of  farm  prices.  Because  of  it,  then 
will  be  thousands  of  farmers  hard  put  this  spring,  either  on  their  own 
or  on  bon-owed  money,  to  meet  the  expenses  of  producing  a  crop.  The 
ones  who  have  to  borrow  will  be  worse  off,  as  indicated  ny  what  As- 
sistant Secretary  Williara  Erwin  said  on  February  20  before  your 
Senate  Agriculture  Committee.  Erwin  reported  that  a  telephone  sur- 
vey of  Farmers  Home  Administration  State  directors  disclosed  that 
lenders  now  prefer  short-term — 90  day — loans  rwiewable  at  current 
interest  rates,  and  they  have  become  very  selective  as  to  clientele 
served.  Moreover,  within  the  last  18  months,  as  credit  tightened,  sell- 
ers of  farm  supplies  withdrew  or  restricted  their  financmj?  activities. 
The  Federal  loan  program  on  com  and  other  conunoditiea  of  1974 
production  is  still  available  but  the  rates  per  bu^el  are  so  unrealis- 
ticly  low,  and  the  interest  cost  at  9.375  percent  so  high,  that  few  farm- 
ers look  on  it  as  of  much  help. 

I  can  give  you  an  idea  oi  the  financing  problem  faced  by  com  and 
soybean  producers  this  spring  by  citing  some  of  the  input  price 
changes  that  the  dealers  are  charging  me. 

One  of  the  components  I  use  in  our  herbicide  mixture  for  com  is 
up  32  percent  from  last  year.  The  other  component  in  the  mix  is  up 
40  peiceut.  At  $136.50  for  5  gallons,  the  soybean  herbicide  price  is  up 
nearly  40  percent  from  a  year  ago.  Spraying  equipment  is  up  26  per- 
cent ;  parts  are  up  50  percent. 

The  base  price  for  seed  corn  is  up  40  percent  but  the  discount  tet 
early  payment  this  year  is  only  one-third  that  of  a  year  ago  so,  in 
effect,  my  actual  cost  is  more  than  56  percent  higher.  To  top  things  off, 
I  am  wondering  if  I'll  get  the  usual  free  cap  with  my  seed  com.  My 
local  dealer  tells  me  the  hybrid  company  has  been  hit  with  a  360- 
percent  increase  in  the  cost  of  these  caps  from  the  initial  quotation  by 
the  manufacturer  only  a  few  years  ago.  Meantime,  the  free  distribu- 
tion of  caps  has  jost  about  caused  nothing  stores  to  quit  handling 
caps. 

Farm  machinery  is  frequently  being  delivered  incomplete  to  deal- 
ers. Then  I  hear  the  manufacturers  and  distributors  nave  cut  the 
local  dealers  down  to  5  percent,  although  their  expenses  have  nearly 
doubled  since  a  year  ago.  This  explains  why  many  dealers  in  turn 
have  begun  to  require  substantial  down  payments  from  the  farmer. 
In  such  cases,  the  farmer  is  same  as  providing  an  interest-free  loan 
to  the  seller.  The  cost  of  money  to  fanners  is  as  high  or  higher  than 
last  year,  even  though  the  prime  rate  to  big  borrowers  is  down  2  to 
2.5  percent. 

Confronted  by  such  cost  terms  and  falling  grain  prices,  what  are 
the  farmer's  options?  He  could  cut  his  input  costs  by  buying  less — 
falling  back,  for  example,  on  the  fertilizer  residual  still  in  the  soil 
from  last  year's  application — but  if  he  does  that,  his  yields  will  eo 
down.  He  could  plant  less,  but  unless  the  majority  of  farmers  do  like- 
wise, his  net  income  most  certainly  will  tend  to  be  lower. 
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Obviously,  the  most  effective  help  for  this  situation  would  be  a. 
substantial  upward  amendment  of  the  loan  rates  and  target  price 
supports  provided  by  the  1973  Farm  Act.  If  nothing  is  done  or  if  the 
support  changes  are  not  high  enough  at  least  to  cover  costs,  there's 
no  telling  what  kind  of  a  harvest  we  will  have  in  1975. 1  attended  one 
of  the  several  recent  meetings  here  in  the  Midwest  to  muster  support 
for  a  voluntary  cut  of  at  least  10  percent  in  corn  acreage  if  nothing  is 
done  to  give  farmers  more  price  assurance.  Those  in  attendance  were 
very  fearful  of  the  price  result  if  there  is  again  extensive  plantings 
in  1975  and  the  corn  crop  overshoots  6  billion  bushels  with  hog  num- 
bers down  and  dr^'lot  feeding  of  cattle  off  sharply. 

It  is  generally  felt  that  unless  the  com  loan  rate  is  somewhat  above 
$2  per  bushel  and  the  target  price  is  around  90  percent  of  parity, 
there  won't  be  much  enthusiasm  for  planting  as  much  corn  as  in  1974. 
Corn  parity  at  mid-January,  incidentally,  was  $2.94  cents  per  bushel. 
Everyone  realizes  that  if  we  had  had  average  weather  Isist  year,  the 
fall  in  prices  to  date  would  have  been  far  worse.  It  is  also  generally 
recognized,  I  believe,  that  with  good  weather,  the  loan  rate  increase 
I  have  just  mentioned  could  result  in  some  takeover  by  the  Govern- 
ment or  extended  reseal  in  farmer  hands,  but  some  rebuilding  of  re- 
serves in  these  ways  would  be  desirable  as  a  matter  of  prudence. 

Along  with  a  substantial  revision  of  the  supports  in  tlie  197S  Farm 
Act.  something  ought  to  be  done  about  Secretarv  Butz's  arbitmry 
decision  last  spring  to  leave  corn  silage  acreage  history  out  of  the 
computation  of  com  allotments.  That  acreage  was  always  included 
in  the  determination  of  bases  in  all  pi-evious  crop  adjustments  pro- 
grams. Leaving  it  out  had  the  effect  of  shoring  the  payments  to  farm- 
ers who  had  disaster  losses  in  1974.  Furthermore,  if  market  prices 
during  the  October-Februaiy  period  had  actually  averaged  below  the 
present  target  price,  all  farmers  who  signed  up  at  the  county  ASC 
offices  would  have  been  shorted  similarly  on  any  deficiency  payments 
due. 

There  is  another  reason  to  be  concerned  about  the  way  USDA  has 
set  allotments.  Under  Section  105  of  the  1973  Farm  Act,  the  Secretary 
is  authorized  through  the  1977  crop  to  limit— if  he  sees  fit— the  acre- 
age planted  to  feed  grains  on  the  farm  to  a  percentage  of  the  farm 
allotment  and  to  pay  an  appropriate  share  of  the  cost  of  practices 
required  on  any  acreage  set  aside  to  conserving  use.  With  allotments 
set  so  low,  though,  holding  to  a  full  100-percent  planting  of  them 
might  be  a  sufficient  limitation  and  in  that  case,  it  appears  no  con- 
serving practice  payments  would  need  to  be  made  available. 

Our  final  recommendation  is  that  the  Congress  amend  other  provi- 
sions of  agricultural  law  to  require  the  Secretary  of  Agriculture  to 
restore  the  soybean  loan  program  for  1975  and  to  establish — as  in  the 
case  of  com — a  minimum  rate  of  not  less  than  90  percent  of  parity. 
Full  parity  at  mid-January  was  $6.61, 

In  closing.  I  want  most  earnestly  to  emphasize  the  importance  of 
stronger  Federal  support  of  the  farm  economy  at  this  time.  I  am  not 
a  pessimist  by  nature,  hut  T  must  admit  I  have  never  been  so  appre- 
hensive about  the  outlook  since  the  dark  days  of  the  1930's  depression. 

Tliank  you.  Senator. 

Senator  Cr^\nK.  Thank  you  very  much,  Mr.  Gose.  Briefly  put  then, 
what  do  you  feci  the  loan  rates  and  the  target  prices  for  com 
should  he  ? 
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Mr.  GosE.  Well,  I  really  honestly  think  that  we  should  have  90- 
percent  of  parity  loan,  and  the  National  Farmers  Union  also  goM. 
along  with  the  90  percent  of  parity  loan,  with  100  percent  of  target. 
And  there  should  be  a  reserve — — 

Senator  Clark.  A  90-percent  of  parity  loan,  and  100  percent  of 
parity  target? 

Mr.  GosE,  Right. 

Senator  Clark.  On  all  commodities! 

Mr.  GosE.  Right. 

Senator  Clark.  And  what  would  that  be  currently  ? 

Mr.  GosE.  Well,  let's  see,  $2.94  per  bushel  on  com  as  of  mid- 
January.  And  that  would  be  100  percent  of  parity  target  price. 

Senator  Clark.  So  you  have  a  target  price  of  $2.94? 

Mr.  GosE.  Right. 

Senator  Clark.  And  the  loan  rate? 

Mr.  GosE.  About  90  percent  of  that. 

Senator  Clark.  Ninety  percent  of  that.  Something  about  $2. 

ilr.  GdSE.  We  also  believe  tliat  if  there  was  a  reserve  creat«d  out  of 
necessity,  that  this  not  be  allowed  to  come  back  on  the  market  at  less 
than  110  or  115  percent  of  parity. 

Senator  Ci-ark.  But  not  less  than  110  percent  of  parity  if  there  ia 
a  reserve  ? 

yiT.  GnsE.  Yes.  Riglit. 

Senator  Ci~irk.  Thank  you  very  much.  We  appreciate  your  coming 
up. 

Mr.  GosE.  Thank  you,  and  I  would  like  to  add  on  to  the  gentleman's 
comment  about  your  fine  job  of  representing  the  Iowa  farmers,  and 
all  people,  for  that  matter. 

Senator  Clark.  The  next  witness  is  Richard  Elijah  from  Clarence, 
Iowa.  Come  right  on  down.  He  farms  over  in  eastern  Iowa.  That's 
just  over  the  line,  isn't  it? 

STATEMENT  OF  BICHARD  A.  ELIJAH,  CLAEENCE,  IOWA 

Mr.  Elltaii.  Right.  Senator  Clark,  it's  a  privilege  to  be  offered  tiiis 
opportunity  to  testify  before  your  committee. 

I  am  Dick  Eli:jah.  a  fanner  from  Clarence,  Iowa,  I  would  like  to 
thank  you  for  aliowii\p  me  to  testify  before  your  committee  hearing. 

^Vs  you  know,  most  Iowa  farmers  have  a  philosophy  of  abundance 
and  full  production.  With  this  philosophy,  we  can  accept  the  respon- 
sibifitips  for: 

1.  Supplying  abundant  supplies  of  food  and  fiber  to  the  American 
consumer  at  a  reasonable  j>rice. 

2.  Provide  a  dependable  supply  of  agricultural  commodities  to  our 
expoi-t  customer. 

We  can  and  must  produce  an  adequate  food  suppiv  for  our  domestic 
and  foii?ign  market,  but  this  cannot  be  done  if  wc  have  political  dis- 
ruption in  our  normal  marketing  pattern.  Examples  of  disruption 
weie : 

1.  Export  embargoes. 

2.  Price  controls  on  foods. 
.■!.  Monitoring  systems. 
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Szport  embargoes  hurt  us  tremendously  as  a  dependable  sapplietr 
of  Bgriculturftl  commodities.  This  drove  away  some  of  onr  best  caa- 
tonawBj  who  are  now  seeking  and  finding  their  gopplies  in  other 
countries,  and  because  of  this  action  we  wSl  probd^ly  nerrer  acquire 
the  high  pcrc«ntB^  of  sales  in  these  foreign  countries  that  we  nad. 
Needless  to  say  this  also  disrupts  our  balance  of  payments- 
Price  controls  on  red  meats  also  disrupted  the  iKHmal  mariiating- 
Sattems  which  caused  high  meat  prices  to  the  coDsumer,  ttieai  lower, 
ut  in  another  year  or  two  may  cause  a  real  shortage  of  available  red 
meat. 

The  monitoring  system  that  came  into  existence  last  October  4- 
caused  our  foreign  markets  to  look  for  supplies  from  other  conntries. 
I  believe  this  monitoring  system  was  responsible  for  at  least  50  per- 
cent of  the  price  devaluation  of  our  com  and  soybean  prices  since 
October  4.  Basing  this  on  a  414  billion  bushel  com  crop  and  a  1.2 
billion  bushel  soybean  crop,  a  100  percent  devaluation  on  just  these 
two  commodities  in  the  price  drop  is : 

Com,  5.6  billion  at  $1.25  drop/Bushel. 

Soybean,  6.1  billion  at  $5.25  drop/bushel. 

For  sovbeans  alone,  in  the  last  quarter,  exports  dropped  22  million- 
Ireshels.  tJsing  $8  per  bushel  average  for  that  last  quarter  this 
amounts  to  $176  million  loss  in  balance  of  payments.  When  you  con- 
sider a  $210  million  deficit  in  balance  of  payments  in  just  January 
1975,  a  person  has  to  realize  the  enormous  contribution  agricultural 
exports  make  to  our  balance  of  payments. 

When  we  look  at  the  tariffs  on  oil  and  projected  the  added  produc- 
tion costs,  even  though  as  proposed,  a  rebate  on  fuel  to  the  farmer, 
the  administration  is  not  taking  into  consideration  the  additional 
fertilizer  costs  or  drying  costs.  Are  they  also  going  to  rebate  commer- 
cial elevator  drying  costs  on  fuel  ? 

For  these  reasons  stated.  I  believe  that  it  is  an  absolute  neces^t^ 
that  &  position  of  Special  Assistant  for  Food  and  Fiber  to  the  Presi- 
dent be  appoint«d. 

At  this  time  of  reversed  economics  with  a  shortage  of  food  world- 
wide, and  commodity  prices  dropping  drastically,  the  Government 
and  consumers  are  demanding  cheaper  food  tre  emphasizing  all  out 
production.  We  apparently  have  a  surplus  of  oil  worldwide,  and  our 
fuel,  oil,  and  fertilizer  prices  are  rising. 

Therefore,  it  is  my  belief  that  the  grain  reserve,  loan  rate,  and  tar- 
get prices  should  be  combined  into  one  bill.  The  reasons  for  that  are 
numerous.  For  example,  this  would  eliminate  the  necessity  of  the 
tl.S.  taxpayer  paying  billions  of  dollars  for  the  purchase  of  the  actual 
commodities,  storage,  and  labor  costs. 

The  Congressional  Record  states  that  if  we  would  have  imple- 
mented the  SGRB  in  1971,  it  would  have  cost  $1,683  million  to  acquire 
the  grain.  $210  million  to  store  it,  plus  $2,050  million  in  direct  pay- 
ments under  the  program.  These  costs  were  based  on  1971  prices  and 
money. 

Since  1971  storace  capacity  for  just  soybeans  has  increased  304 
million  bushels  on  farm  storage.  Off  farm  storage  increased  from  491 
million  bushels  in  1974. 

Another  fact  is  that  one  out  of  every  eight  farm  jobs  depend  on 
exports.  In  fiscal  1973  more  than  450,000  people  had  jobs  directly 
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related  to  exports.  Because  of  exports,  GovenuneDt  farm  prt^T&m 
payments  dropped  from  $4  billion  in  1972  to  $800  million  in  1974. 

USDA  economists  also  realize  that  in  1978,  becaoee  of  exports, 
consumer  spending  for  fcxid  want  up  $21.75  per  person,  but  also^ 
showed  a  gross  income  gain  of  $44  per  person  for  a  net  return  or 
profit  of  $22.63  per  petBon. 

I  would  propose  that  the  SGB,  the  target,  and  support  pricing 
system  he  changed  to  a  loan  level  basis,  and  the  loan  rate  on  variooB 
commodities  be  released  by  the  USDA  no  later  than  February  1  pre-, 
cedi  ng  the  next  crop  year. 

If  for  example  we  used  December  15  prices,  75  percent  parJt?  for 
coin  would  be  $2.09  per  bushel,  and  75  percent  parity  far  soybeajiB 
would  be  $4.73  per  bushel,  accordingly  under  the  actual  cost  of  pro- 
duction. Theiefore,  I  am  recommending  a  3-year  guaranteed  loan  with 
the  provisions  of  a  2-year  recourse  loan,  and  an  optional  1-year  non.r 
recourse  loan  agreement  based  on  interest  rates  no  higher  than  Gov- 
ernment coats. 

A  type  of  a  program  such  as  this  would  keep  reserves  in  the  hands 
of  agriculture,  would  provide  operating  capital,  and  also  provide  a 
reserve  to  our  country's  consumer,  our  foreign  purchasers,  and  put 
some  stability  as  to  our  supplies,  prices,  and  limit  the  imcertainties 
to  our  producers. 

One  other  thought  I  would  like  to  comment,  on  what  25  agriculture 
loiidei-s  in  the  State  of  Iowa  would  liks  to  have  as  a  policy.  This  is 
kind  of  our  unanimous  belief:  We  basically  believe  in  a  free  trade 
policy  on  agricultural  commodities  to  avoid  shipping  unknown 
quantitips  that  would  possibly  leave  us  with  a  domestic  shortage;  we 
holieve  that  a  clearing  house  with  crop  producer  representation  should 
lie  established ;  we  need  some  type  of  protection  to  eliminate  the  poeei- 
bility  of  the  United  States  items  a  dumping  ground  for  products- 
sncli  as  beef  and  dairy  pioducts  from  other  nations.  Foreign  buyers 
should  be  required  to  indicate  estimated  purchases  on  a  quarterly 
basis  to  this  body  and  make  partial  payment  on  these  projoctetl 
purchases. 

Thank  you. 

Senator  Clark.  Thank  you  very  much.  I  think  your  statistics,  par- 
ticularly with  regard  to  what  agriculture  has  meant  to  foreign  ex- 
ports are  very  good.  I  am  particularly  impressed  with  them.  It  is  mv 
recollection  that  this  last  year  our  com  exports  were  about  $21  mil- 
lion. And  I've  forgotten  what  our  oil  was,  but  I  think  about  $24 
billion.  I've  forgotten,  but  give  or  take  a  million  dollars,  it's  some- 
thiiiir  in  that  area. 

All".  Elijah.  Yes. 

Senator  Clakk,  It's  really  a  question  this  next  year.  We  hope  that 
we  can  adjust  to  those  oil  prices  in  this  next  year.  We're  not  having 
further  increases  now  in  terms  of  rise  of  Middle  Eastern  oil.  But  if 
om-  iicrienltiiral  sales  overseas  were  to  diminish  this  year,  and  it  cer- 
tainly looks  now  at  this  point  in  the  year  that  this  could  happen,  then 
our  balance  of  payments  would  be  in  deep  difficulty. 

Mr.  Elijah.  I  am  vitally  concerned.  I  serve  as  director  of  a  loan 
committee  on  our  bank,  and  it  does  reallv  concern  me  as  to  what  is 
going  to  happen  to  our  young  fanners.  Where  are  they  going  to  get 
the  capital  ?  ^Vliere  are  they  going  to  get  the  collateral !  I  think  we 
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have  to  institute  a  loan-type  program  on  these — or  we  may  just-  not 
have  too  many.  How  can  you  issue  credit?  This  is  a  real  problem. 

Senator  Clark.  We  have  had  some  witnesses  before  this  committee 
in  Washington  on  this  soybean  loan  problem,  and  I  would  be  hopeful 
that  we  could  reinstitute  a  loan  program  on  soybeans, 

Mr.  Elijah.  Well,  yes,  I  would  like  to  get  all  I  could  get  for  my 
corn  and  soybeans,  but  I  am  concerned  about  the  target  price  situation 
that  has  been  proposed— $2,10  loan  rate,  and  the  target  price  level.  As 
a  cattle  feeder  and  livestock  producer,  I  don't  think  this  is  quite  fair 
to  them,  to  produce  a  product  for  the  price 

Senator  Clark.  Where  would  you  like  to  see  those  rates  be  on  loan 
and  target  ? 

Mr.  Elijah.  I  know  what  my  costs  were  last  year.  It  cost  me  $1.86 
a  bushel  last  year  to  raise  corn.  It  cost  me  $4.83  a  bushel  to  raise  beans 
last  year,  and  it's  goinff  to  be  projected  considerably  higher  this  year. 
I  think  one  thing  we  nave  to  take  into  consideration  is  our  foreign 
markets.  If  we  price  ourselves  too  high,  we  could  price  ourselves  ont 
of  a  market.  An  example  would  be  in  Europe :  Up  until  the  embarjio 
a  couple  years  ago,  Europeans  imported  about  95  percent  of  their 
total  beans  fram  the  United  States;  last  year  it  was  83  percent.  We 
drove  them  to  look  for  another  market. 

Senator  Clakk.  Right. 

Mr.  Elijah.  And  this  is  something  that  I  have  a  fear  of.  I  don't 
think  we  dare  get  too  high,  and  yet  we  have  to  exist. 

Senator  Cr^RK.  I  know  that  this  is  a  subjective  judgment  for  you 
to  make,  but  what  do  you  think  of  the  House  Agriculture  Commit- 
tee's proposals  of  $1.87  on  com  as  a  loan  and  a  $2.25  as  a  target?  Does 
that  seem  to  you  to  be  too  high,  or  too  low,  or  about  right? 

Mr.  Elijah,  I  would  like  to  see  the  average  and  eliminate  this 
target. 

Senator  Clark.  You  would  like  to  see  what  ? 

Mr.  Elijah.  I  would  like  to  see  the  two  combined,  and  eliminate 
the  target.  The  target  concerns  me  as  a  livestock  feeder.  In  other 
words,  I  ask  this  question :  We  have  a  loan  price  of  $2.10  a  bushel ;  as 
a  livestock  producer,  to  buy  this  corn,  am  I  going  to  have  to  pay  $2.10 
or  $2.50.  Am  I  going  to  have  to  subsidize  loansiThis  is  the  thinking 
of  mine. 

Senator  Clark.  Well,  then  vou  are  thinking  then  of  a  loan,  or  an 
average  of  something  about  $2 ) 

Mr.  Elijah.  The  National  Corn  Growers.  I  think  their  figures  show 
about  $2.47  a  bushel  is  what  the  cost  of  production  is. 

Senator  Clabk.  Eight. 

Mr.  Elijah.  Purdue  University  quotes  about  $4,99  a  bushel  to  pro- 
duce soybeans.  I  think  we  have  to  have  this  under  the  cost  of  produc- 
tion, perhaps,  or  we  could  price  ourselves  out  of  a  lot  of  markets. 

Senator  Clark.  Do  you  nave  any  objections  to  making  these  com- 
modity loan  prices  part  of  the  record? 

Mr.  Elijah.  No. 

Senator  Clark.  Then  let's  make  this  part  of  the  record  at  this 
point,  because  it's  good  statistical  information,  in  terms  of  Iowa  crops. 
Tliank  you  very  much, 

Mr,  Elijah.  Thank  you  very  much. 
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[The  material  referred  to  above  follows :] 
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Giand  total 12.000      12,894,012  1,078 

Senator  Clark.  The  next  witness  will  be  Lyle  Elvins.  He  is  the 
Iowa  Cattlemen's  Association  vice-president  from  Creston,  Iowa. 
Proceed  in  any  way  you  think  is  appropriate.  We  will  tell  you  when 

your  time  is  up. 

STATEMENT  OF  LYLE  D.  ELVIHS,  VICE  PEESIDENT,  IOWA 
CATTLEMEN'S  ASSOCIATION,  CRESTON,  IOWA 

Mr.  Elvins.  Senator  Clark,  I  have  been  asked  to  fill  in  here  today 
by  the  Iowa  Cattlemen's  Association,  so  that  what  I  have  to  say  is 
more  or  less  off  the  cuff. 

Senator  Clark.  Fine. 

Mr.  Etatns.  We  live  in  southern  Iowa,  and  in  our  profession  we 
are  involved  with  a  cowherd,  and  we  also  raise  corn  and  beans.  We 
feed  a  few  cattle,  so  we  are  into  it  in  all  three  diiections.  As  you  look 
at  agriculture,  tlie  wav  it  looks  to  me  is  that  it  is  more  or  less  divided 
into  three  segments.  One  is  prain  farming,  and  the  other  is  cow-calf 
operator,  and  the  other  is  cattle  or  livestock  feeder.  In  the  middle  you 
will  find  many  individuals  are  engaged  in  all  three  segments  of  this 
occupation  and  production.  They  produce  the  grain  and  feed  their 
livestock,  and  even  have  their  own  cows. 

So  as  you  look  at  the  Midwest  agricultural  setup,  you  can  see  that 
livestork  and  grain  farming  are  all  closely  tied  together,  they  are 
interrelatfd. 

About  15  months  ago  the  cattle  feeder  started  to  lose  his  shirt; 
about  6  months  ago  the  cow-calf  man  started  to  lose  his  shirt.  I  might 
give  you  a  little  example  of  the  cow-calf  operation.  We  inventoried 
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our  calves  the  1st  of  January,  put  them  in  a  feedlot.  We  inventoried 
them  at  market  price,  and  as  of  today  we  have  as  much  money  in- 
vested in  our  expense  on  our  cows  up  to  this  date  as  we  inventoried 
last  year's  calves — ^with  feed  and  investment  up  to  this  date  as  ws  did 
when  we  inventoried  our  last  year's  calves.  So  we  probably  will  have 
more  expenses  on  this  calendar  year's  calves  than  we  did — that  will  be 
over  and  above  what  we  have  our  calves  inventoried  at  now.  So  now 
the  cattle  feeder  has  started  to  lose  his  shirt.  The  cow-calf  toxo.  is 
losing  his  shirt.  In  the  next  6  months  who  is  going  to  lose  his  shirt 
nextflt  looks  like  it  might  be  the  grain  producers.  We  have  a  situa- 
tion developing  in  agriculture  now  where  the  different  segments  of 
industry  now  are  going  to  have  to  work  together,  and  to  try  to  make 
a  living,  and  not  to  be  parasites  on  ea^h  other.  In  other  words,  the 
feeder  has  to  try  to  buy  grain  for  over  cost  of  production,  not  to  make 
himself  break  even.  He  has  to  almost  steal  a  calf  off  the  cow.  The  cow- 
calf  man  has  to  try  to  break  even.  In  other  words,  with  this,  we  «I) 
have  to  try  to  live  off  of  each  segment  of  the  industry. 

All  our  farmers  need  is  a  little  prodding,  and  he  would  pet  out  of 
the  business,  and  he  would  do  all  lie  could,  and  as  a  consequence,  we'd 
have  things  good. 

For  the  \tSt  40  years  that  I  have  been  farming,  we  have  lived  under 
a  situation  of  surplus.  Now  what  has  beamed  up  is  that  there  is  stiH 
some  of  the  same  methods  being  used  to  prod  the  farmer  into  over- 
production. He  has  been  fold  that  it's  his  moral  obligation  to  produce 
all  he  can.  He  has  been  told  that  the  consumer  needs  cheap  food,  bo 
he  must  produce.  He  has  been  told  though  foreign  trade  is  a  necessity 
needed  for  good  balance  of  payments  for  the  United  States,  so  he  has 
been  encouraged  to  produce,  and  now  he  is  being  encouraged  to  pro- 
duce by  having  a  target  price  waived  in  his  face. 

Now  whose  obligation  is  it  to  do  this  overproducing?  The  farmer 
represents  about  5  percent  of  the  people  in  the  United  States ;  still, 
a  nnger  is  being  pointed  at  the  fanner  to  get  out  there  and  produce 
all  you  can — perhaps  to  the  end  result  to  where  he  is  going  to  operate 
in  the  black — or  operate  in  the  red. 

I  say  if  the  U.S.  Pi-esident  feels  obligated — a  moral  obligation  to 
foreign  countries  to  maintain  the  balance  of  payments,  then  I  feel 
that  it's  the  U.S.  Government's  obligation,  and  that  we  as  farmera 
sliouldn't  feel  guilty  because  we  are  not  producing  a  surplus.  If  the 
U.S.  Government  wanted  to  say  to  the  agricultural  producer  that  we 
have  a  moral  obligation  to  feed  the  world,  we  have  a  moral  obliga- 
tion to  liave  cheap  food  for  the  consumer,  then  whv  didn't  the  U.S. 
Government  say  to  the  agricultural  producer,  "We  need  you  as  a 
partner."  If  you  will  say  "we  would  like  to  have  you  produce  all  the 
food  you  can,"  and  as  a  partner,  "wjU  you  produce  that  food  for  us 
and  we'll  guarantee  vou  cost  of  production  plus  a  fair  profit."  fine^ 
Now  to  me  that  would  make  sense.  But  it  didn't  make  sense  for  the 
farmer,  or  the  agricultural  producer  who  feels  guilty  because  he's  not 
producing  to  the  fullest  extent. 

Senator  Clark.  I  like  the  way  you  phrase  that  part  of  your  testi- 
mony. I  think  that  captures  in  a  nutshell  what  I  was  trying  to  say  in 
my  opening  statement.  I  didn't  mean  to  interrupt  you,  but  I  think 
tlat  really  did  sort  of  summarize  this.  And  people  are  going  to  have 
to  agree  that  the  farmere  need  the  initial  cost  of  production,  and  a 
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fiiir  profit  above  that.  I  tliink  that  begins  to  get  to  the  crux  of  where 
WB  have  to  make  that  decision.  It  can  amount  bo  tltat  though,  if  tie 
Government  is  going  to  ask  farmers  to  produce  for  the  170713  and  Air 
<Hir  own  population,  and  I  think  it  can  be  done. 

Seventy-rive  percent  of  all  the  grain  in  the  world  is  produced  in 
this  country,  if  we  are  not  going  to  produce  75  perceait,_  tittsi 
there  are  going  to  be  a  lot  of  people  starving.  But  if  we  are  going  to 
ask  farmers  to  produce  for  foreign  consumei?  and  (tomestic  consom- 
ers,  then  it  seems  to  me  they  have  to  be  given  some  assurance  of  llie 
cost  of  production,  and  it  will  lay  in  the  direction  of  that  which  yoo 
say,  at  least  some  consideration  over  and  abo^-e  that.  I  am  soiry 
to  interrupt  you. 

Mr.  Elvins.  Now  to  elaborate  on  that  a  little  bit  further  in  regard 
to  this  tat^et  price,  let's  take  General  Motors,  for  instance.  If  it  cost 
$6,000  to  produce  a  car,  then  the  U.S.  Grovemment  ought  to  go  to 
General  Motors  and  say,  "Listen  here,  we  need  all-out  productiwi.  W« 
need  to  get  some  cars  on  the  market.  We  will  mye  you  $5,000,  and 
you  get  out  and  produce  all  the  cara  you  can."  Well,  that's  what  the 
agricultural  producer  is  being  aaked  to  do  now;  he's  being  waived 
this  $2.  $2.25  price  in  his  face  with  the  expectations  that  he  will  go  ttH. 
out  and  produce.  I  think  the  farmer — ^well,  he  cant  do  this  unless  he 
can  make  his  cost  of  production,  and  he  also  has  a  family  like  any- 
body else.  He  has  to  support  his  family,  and  he  also  needs  to  maintain 
and  build  his  equity.  Under  this  target  price  under  his  cost  of  produc- 
tion, he  is  going  to  go  in  the  red,  and  he  cannot  exist  for  long  under 
these  conditions. 

Senator  Clark.  Then,  in  the  coming  year  that  is  precisely  what  we 
are  going  to  do.  We  are  going  to  say  that  we  are  going  to  guarantee 
you,  if  you  start  producing,  we  are  going  to  guamntee  you  at  least 
the  cost  of  production.  So  it  is  being  done,  and  it  has  been  done  cer- 
tainly in  a  number  of  years. 

Mr.  Elvins.  Well,  what  is  the  solution  for  our  present  problem! 
For  the  record,  I  would  like  to  sayj  and  this  is  more  or  less  my  own 
idea,  because  the  Cattlemen's  Association  board  meeting  is  today  and 
tomorrow,  and  they  will  come  up  with  some  more  definite  ideas. 

Senator  CiJiRK.  Well,  I  promise  total  support  and  interest  in  your 
ideas.  We  arp  appreciative  of  any  recommendations  they  have  for  the 
record  of  their  needs. 

Mr.  Elvins.  We  will  try  to  get  that  to  you. 

Senator  Ci,ark.  Good. 

Mr.  Elvins.  After  the  meeting  and  as  soon  as  pos^ble.  This  is  more 
or  le.ss  my  own  solution  for  our  present  problem.  To  me  it's  two  words ; 
Repilate  production.  No.  1,  decrease  crop  acreage;  No,  2.  raise  our 
cattle  inventory  by  keeping  our  own  cows  lighter;  No.  3,  sell  slaughter 
animals  at  a  lighter  weight.  I  believe  that  if  all  segments  of  agricul- 
ture will  work  together  on  that,  they  will  be  able  to  establieh  a  little 
better  prirps  in  tri-ing  to  get  the  cost  of  production.  Senator,  I  would 
like  to  read  n  resolution.  Maybe  you  have  it  availnble  from  the  Iowa 
Cattlcmpn's  Association.  Resolution  Three  is  on  limited  corn  produc- 
tion. Now.  this  came  from  the  Iowa  Cattlempn's  Association  State 
convention.  A^Tierens.  the  Iowa  Cattlemen's  Association  represents 
cojisidcrahlc  volatiorship  between  corn  growers  and  cattle  feeders,  be 
if  resolve<l  tlmt  Town.  Cattlemen's  Association  endorses  the  policy  of 
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the  National  Com  Growers  Association,  and  other  organizations  sup- 
porting a  cutback  in  com  production.  Then  there  is  one  other  para- 
graph I  would  like  to  read.  This  is  in  r^ard  to  foreign  aid.  Be  it 
further  resolved  that  we  as  Iowa  cattlemen  give  our  support  to  a  long- 
term  Government  plan  to  help  underdeveloped  countries  help  them- 
selves, primarily  with  educational  and  technical  assistance,  with  food 
and  miancial  aid  only  on  a  temporary  basis. 

Senator  Clark,  I^t  me  just  say  tiiat  I  think  we  should  make  that 
entire  document  a  part  of  the  record,  and  if  you  would  leave  those 
with  us,  I  would  like  to  put  them  in  the  record,  I  think  they  would 
be  valuable.*  Your  recommendations,  and  especially  tlie  last  one  that 
you  made  is  a  very  good  one.  I  think  there  is  a  lot  of  misunderstand- 
ing about  this  whole  world  food  situation.  I  think  the  right  way  to  say 
it  in  my  judgment  is  this,  that  we  know  that  there  is  a  difference  be- 
tween the  years  of  famine  and  the  year  of  the  normal  yield,  and  that 
we  really  have  in  tliia  world  300  to  400  million  people  who  are  suffer- 
ing from  malnutrition.  And  this  is  a  problem  tliat  we  have  year  after 
year  in  the  world.  The  solution  to  that  problem  is  clearly  not  more 
food.  The  solution  to  that  problem  is  for  these  people  to  develop  their 
own  ability  to  feed  themselves.  There  is  just  no  way  we  are  going  to 
be  able  to  solve  that  problem  witli  more  production,  so  that  is  the  long 
term  problem  that  we  face.  And  that  has  to  be  faced  in  the  way  in 
which  you  recommend.  They  have  to  develop  their  own  abilities,  "l^hey 
have  the  potential.  There  is  no  question  but  that  we  can  do  it.  The 
short  term  problem  is  that  in  the  next  3  months  we  have  about  500 
million  people,  about  21,^  times  the  population  of  the  United  States 
that  suffer  an  immediate  famine  proolem  that  is  over  and  above  the 
kind  of  problem  that  we  face  over  the  year. 

Mr,  Elvinb.  Are  you  talking  about  Africa? 

Senator  Clark.  Yes.  Principally,  Uganda,  Bangladesh,  Pakistan ; 
those  are  the  some,  but  there  are  others.  Because  of  the  harvest  of 
last  year,  all  over  the  world,  we  need  an  injection  of  a  minimum 
amount  of  4  to  5  million  tons,  which  is  very  little.  We  produce  some- 
thing like  220  million  tons  of  grain  in  this  country  each  year.  We  are 
asking  about  4  million  that  we  need  to  get  there,  primarily  to  avoid 
immediate  star\-ation.  There  is  a  lot  of  misunderstanding  about  where 
the  food  comes  from  when  it  comes  from  the  United  States,  and  who 


pays  for  it.  If  we  paid  for  all  of  it,  obviously  the  taxpayer  would  pay. 
You  can't  cot  it  anyplace  else.  But  as  far  as  the  farmer  is  concerned, 
obviously  this  wheat  or  rice  or  com  is  bought  right  off  the  commodity 


exchange,  so  if  it's  sold  to  Japan  or  some  other  country,  the  effect  is 
the  same.  AH  it's  done  is  that  that  country  is  given  credit,  and  they 
come  in  on  the  commodity  exchange  and  buy  it  just  as  any  other  coun- 
try—or customer  does.  So  that  the  effect  on  the  farmer  is  clearly 
positive  in  terms  of  what  happens  to  that  grain.  And  if  you  take  5 
million  tons  of  grain  right  now,  market  price  would  cost  about  $1  mil- 
lion plus;  just  a  hair  over  in  terms  of  wnat  we  normally  send  abroad. 
And  so  that  the  taxpayers  of  this  country  will  he  a  part  of  the  proc- 
ess of  doing  it. 

Mr.  El\tns.  Could  I  ask  you  one  question  in  this  foreign  aid! 

Senator  CfuMIK.  Certainly,  go  right  ahead. 


,y  Google 


43 

Mr.  Elvins,  Does  this  grain  get  to  the  people  over  there,  or  does  a 
lot  of  it  go  to  the  black  market? 

Senator  Clark.  I  think  under  the  present — ^whereby  Public  Law 
480  is  being  revised;  with  this  bill  as  part  of  the  agricultural  bill ;  the 
Agricultural  Act  of  1973  includes  not  only  commercial  agricultnre, 
which  we  are  taking  about  here,  but  also  the  food  stamp  program, 
and  the  World  Food  for  Peace  program.  I  think  in  revising  that  w6 
fire  goinf^  to  have  some  aid,  but  I  think  this  will  improve  that  situa- 
tion. You  see,  we  have  two  kinds  of  world  food  programs  under 
Public  Law  480;  one  is  called  title  T.  in  which  we  give  that  countir 
ci'edit,  and  they  come  in  and  buy  that  grain,  and  they  do  with  it 
what  they  please.  And  there's  an  awful  lot  of  problems  to  that.  I 
think  in  terms  of  the  things  you've  just  described.  We've  seen  the 
history  of  it  over  and  over  and  over.  And  then  our  second  program 
is  called  title  II.  All  of  title  II,  or  almost  all  of  title  II  goes  to  what 
we  call  voluntary  agencies.  And  that  is  distributed  very  well  thron{^ 
the  Catholic,  Lutheran,  Protestant,  and  Jewish,  CROP,  CARE,  all 
of  these  agencies  in  these  countries.  And  my  own  feeling  is  that  we 
should  be  doing  more  of  that  if  we  want  to  feed  people,  rather 
than  simply  turning  it  over  to  the  South  Vietnamese  government  or 
the  Cambodian  government,  or  the  Indian  government  at  whatever, 
and  then  just  hope  it  gets  where  it  needs  to  go.  Because  we've  had 
some  real  problems  with  that. 

I  introduced  a  i-esolution  yesterday,  along  with  three  other  Sen- 
ators, with  regard  to  this  aid  we're  %ing  into  Cambodia  right  now. 
Diiy  by  day  we  are  flying  in  515  tons  of  rice  per  day.  And  we  found 
out  yesterday  that  the  day  before  that  most  of  that  is  simply  going 
to  the  military.  So  we  got  a  resolution  to  try  to  move  it  out  of  title  I 
into  title  II,  so  that  it  goes  to  hungry  people. 

Mr.  Elvins.  Thank  you  very  much,  Senator. 

[The  following  material  was  referred  to  on  p.  42:] 

IFrom  the  Iowa  CatHemen'a  Aisodatlon,  Ames,  tana] 
Resolution  No.  1 


Whereas  beef  iDiport  quotas  under  the  li>64  Import  Act,  are  presently  based 
r>n  annual  estimates  and  whereas  thts  does  not  seem  effective  to  deter  large  ship- 
uieiitH  ia  Aay  one  given  sliort  period  of  time. 

Be  it  resolved  the  ICA  urges  amending  legislation  requiring  import  levels  be 
administered  on  a  quarterly  quota  basis. 

Passed. 

Resolution  No.  2. 

workmen's    compbhsatiob 

'Whereas  the  state  workmen's  compensation  law  is  unequitable  and  unduly 
burdensome  to  Iowa  agriculture,  and 

Whereas  prlvnte  insurance  to  accomplish  the  same  degree  at  employee  protec- 
tion can  be  obtained  at  n  much  more  reasonable  rate,  therefore, 

Be  it  further  resolved  That  the  Iowa  Cattlemen's  Association  work  for  a  change 
In  the  Iowa  workmen's  compensation  law  to  speelflcally  exempt  family  employees 
of  unincorporated  farms,  and  alt  family  employees,  and  family  members  of  a  farm 
cor|M)ratton,  and  any  lalwr  performed  on  an  exchange  basis. 

Passed. 
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WbereaB,  tbe  ICA.  represents  conBtderabte  telatioDHhlp  between  corn  growers 
end  cattleI«edetB, 

Be  it  resolved  tlie  ICA  endorse  policy  of  tbe  Natlon&I  Cora  Growers  AsaodatloQ 
and  otber  oif^nlzatlons  supporting  a  cutback  In  com  production. 

Passed. 

BxsoLmoN  No.  4 

IllPUB)   WAKBAHTX 

WbereftB  tbe  Implied  warrantr  provisione  ot  the  lowm  uniform  ODmmerclMl  oode 
ate  preBflOtlT  nnworkable  and  nnfatr  as  titer  rc^rd  liTestock  mar^antc,  and 
Wbereaa  reasonable  protection  for  buyers  of  Ilveatock  against  tbe  unkoowing 
purchase  of  diseased  Hnimals  remains  a  valid  consideration, 

Therefim  le  it  resolved  That  the  Iowa  Cattlemen's  Association  seek  lefilBlatian 
b>  exempt  mercbants  of  llYesrock  from  Implied  warranty  If  tbe?  make  available 
nifflcient  ownership  and  bealth  history  to  the  buyer  previous  to  sale- 
Passed. 

I  No.  5 

INFOBUATION 

Whereas  the  Iowa  Cattlemen's  Aaseciatlon  should  make  available  market  infor- 
mation to  all  its  members. 

Be  it  resolved  the  ICA  Board  of  Directon  should  request  one  Issue  of  tbe  lOA 
Journal  be  devoted  to  marketing  information,  and 

Be  it  further  reaolveA  That  the  ICA  Journal  pnbUsb  all  posedble  sources  of  im- 
mediate information  available  sucb  as  radio,  TV,  telephone,  and  publications. 

Passed. 

Resolution  No.  6 

oobpoutioit  vabuina 

Whereas  the  Iowa  Cattlemen's  Association  Is  made  up  priaarilr  of  family 
farmers,  and, 

Whereas  there  appears  to  be  a  significant  threat  to  farmJDg  by  tbe  incursion  of 
non-farm  corporations,  therefore, 

Be  it  regolved  That  the  Iowa  Cattlemen's  Association  pursne  reasonable  legisla- 
tive means  to  prohibit  non-farm  corporations  from  conducting  farming  operations 
in  Iowa. 

Passed. 

HesOlutiok  No.  7 

bbuceixosis 

Whereas  It  Is  difficult  to  administer  the  BruceBosis  program  under  present 
Iowa  law, 

Hr  it  reiolvet}  That  changes  In  Iowa  Brucellosis  law  be  made  to  blend  wia 
Federal  regulations. 

Passed. 

Besolhtiok  No.  8 

commukications 

Whereas  mauy  news  media  personnel  have  presented  highly  emotional,  inac- 
curate images  about  our  industry  to  the  public. 

Be  it  retolved  we  invite  eiecutlves  from  metropolitan  news  media  to  a  beef 
information  field  daj,  for  the  purpose  of  relating  accurate  fact*  about  tlie  beef 
Indus  tiy. 

Be  it  further  resolved  That  we  work  with  public  relations  personnel  from  other 
farm  ernups.  to  pri>Tlde  s  basic  and  realistic  understnndtng  of  the  beef  industry 
and  agriculture  with  Congressmen.  It  Is  our  responsibility  as  cattlemen  to  inform 
the  piiblic  and  its  leaders  regarding  our  industry. 
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Be  it  further  resolved  That  we  as  Iowa  cattlemen  give  onr  support  to  a  laoff- 
term  government  plan  to  help  undcTelaped  countries  help  themsolTe*!  pclBaiUy 
with  educational  and  technical  aiBlatance,  rather  than  lood  and  flnamlHl  aid 
which  la  only  temporarr. 

Be  it  further  resolved  we  urge  the  cattle  iDdnitTy  to  help  hnlld  nndenrtandlnx 
that  the  food  needs  ot  Uie  world  would  not  be  tessoied  it  cattle  feedlnc  wen  to 
be  totall;  outlawed.  The  facts  indicate  clearly  that  cattle  aie  actnallr  salvaging 
millions  of  acres  of  roughage,  which  la  not  otherwise  conTcrtiMe  to  tmmaa  food. 

Passed. 

Resolution  No.  9 

PRE-CORDrnOKGD  CAIT  BALES 

Whereas  the  Iowa  Cattlemen's  Association  has  established  the  pattern  for  Pre- 
conditioned Calf  Sales  and  that  they  further  exfumd  and  Implement  the  organi- 
zation rI  aoMvities, 

Be  it  regalved  because  of  the  keen  intereet  in  the  combelt  that  the  Iowa  Cattle- 
men's AsBDclation  ahould  study  the  possibilities  In  F-1  crossbred  female  aalea  In 
conjunction  with  pre-conditioned  calf  sales. 

Be  it  further  resolved  Beef  Indnstry  Council  direct  tnnda  to  study  ^e  saeceB 
of  pre-conditioned  calves  from  the  feeder  caU  sales. 

Passed. 

Sesolution  No.  10 

son.  EBOGion  and  bediuektation  cohtbol 

Whereas  soil  erosion  and  sedimentation  are  becoming  a  tai^et  of  environmental 
groups ;  and, 

Whereas  local  control  of  these  problems  is  essential ; 

Be  it  resolved  That  the  local  soil  conservation  dhrtrlcts,  or  their  cmmterparts, 
have  jurisdiction  In  Qiese  areas  since  they  now  possess  the  technical  and  practical 
knowledge  of  area  problems. 

Passed. 

BcB(».tmoiT  No.  11 

national  animal  health  act 

Whereas  the  National  Animal  Health  Act  passed  by  the  93rd  Congress  was 
vetiied  by  the  President,  and 

Whereas,  tlae  need  for  this  Act  still  exists, 

Be  it  resolved  That  the  Iowa  Cattlemen's  Association  strongly  ui^es  enact- 
ment of  a  National  Animal  Health  Act  the  same  as  was  passed  by  the  Congress 
in  1974. 

Passed. 

BEBOLunoN  No.  12 

FAYUERT  FOK  SLAUOBIZS  LIVESTOCK 

Wherens  both  the  ICA  Board  and  the  Marketing  Committee  desire  to  search 
out  all  possible  solutions  to  the  current  problems  of  non-payment  for  lireatock 
purchased  by  packers. 

Be  it  resolved  That  the  ICA  vigorously  renew  Its  eltorts  to  bring  abont  changes 
In  said  existing  procedures  to  establish  a  practical  pajment  assurance  system 
which  will  protect  feeders. 

In  carrylug  out  this  dictate :  the  following  guidelines  are  recommended : 

1.  That  it  concentrate  on  developing  a  multi-item,  innovative  solution,  rather 
than  merely  zeroint;  In  on  a  single  Item,  such  as  the  bonding  of  packers ;  and 

2.  That  the  program  be  structured  to  provide  for  a  phaslng-ln  of  given  changes 
as  may  he  necessary  to  effect  a  workable  transition. 

Suggested  Items  to  be  given  consideration  Include,  but  are  not  limited  to : 

1.  Prompt  payment  for  meat  to  relieve  the  tremendous  financial  burden  pres- 
ently carried  by  the  packing  s^ment,  and  passed  back  to  feeders,  of  financing  the 
distribution  segment; 

2.  Requfrlus  that  checks  In  payment  for  livestock  purchased  be  drawn  on 
banks  within  a  reasonable  proximity  of  the  given  transaction  site; 
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3.  Establishment  o(  an  Insurance  system  similar  to  the  Federal  DeptKit  In- 
surance Corporation,  or  other  form  of  insorance  fund ; 

4.  Bonding  and/or  other  snch  types  of  payment  assurance; 

5.  Provide  feeders  a  prior  and  overriding  lien  on  their  livestock  and  tile  pro- 
ceeds therefrom  until  payment  is  received ; 

6.  Require  packers  to  place  proceeds  of  sale  in  a  custodial  account  In  amount 
«qual  to  the  payments  drawn  for  livestock ; 

7.  Require  packeni  to  pa;  80%  of  the  estimated  value  at  the  time  of  delivery, 
of  livestock  sold  on  a  carcass  basis ; 

8.  Amend  the  present  float  system  used  by  packers  to  require  the  credit  line 
to  be  sufficient  to  clear  all  checks  outstanding  at  any  point  in  time,  and  sncb 
other  changes  as  will  make  the  system  low-risk  and  flnanclallj  sound. 

9.  Electronic  transfer  of  funds. 
Passed. 

Resolution  No,  18 

TFStNO   JtEEF   TO   BEUEVK    HUNQEB 

■\Vhereas  for  many  years  the  United  States  has  been  providing  food  assistance 
to  other  nations  and  persons  In  need  In  this  country, 

Be  it  resolved  That  the  ICA  support  a  beef  slaughter  and  canning  program  to 
help  deplete  the  over  supply  and  create  a  future  market. 

Defeated. 

Eebolutioh  No.  14 


Whereas  wise  use  of  the  land  Is  of  benefit  to  all  citizens  of  the  state  of  Iowa, 

Be  it  renolvPd  That  ICA  supports  the  establir'huient  by  law  of  slate  and  county 
commissions  to  guide  the  use  of  private  lands.  Ooly  the  conditions  that  the  mem- 
bers of  said  commissions  be  selected  on  tbe  basis  of  land  area. 

Be  it  further  resolved  That  the  state  commission  will  act  as  a  review  board 
with  tbe  ultimate  decisions  left  in  the  hands  of  the  county  commissions. 

Be  it  further  resolved  That  feedlot  once  established  and  operated  at  acceptable 
industry  standards  and  under  applicable  r^ulations  will  be  Immune  from  addi- 
tional environmental  liabilities. 

Passed. 

Resolution  No.  15 

power  of  eminent  domain 

Wlicrcfls  persons,  corporations.  Government  agencies,  or  political  subdivisions 
enjoying  the  right  of  public  domain  have  a  moral  and  legal  responsibility  to  up- 
hold the  right  of  private  individuals,  and 

Whereas  these  bodies  have  recently  shown  a  tendency  toward  abuse  of  the 
privilege  by  exercising  that  right  without  regard  for  the  economic  health  or  pur- 
suit of  happiness  of  tbe  agricultural  c<inimunit}^,  by  taking  possession  through 
condemnation  or  by  taking  easements  without  regard  to  property  taxes,  section 
lines,  agricultural  ease  of  use,  or  future  agricultural  development,  and 

Whereas  agricultural  people  should  and  must  enjoy  on  an  equal  basis  a.  right 
to  determine  whether  or  not  such  condemnation  or  easement  Is  truly  essential  to 
the  health  and  welfare  of  tbe  general  public, 

Be  it  resoli-ed  That  the  Iowa  Cattlemen's  Association  will  strive  for  equality 
and  fairness  in  the  exerefse  of  the  right  of  eminent  domain  by  all  who  enjoy  this 
privilege  by  stressing  that : 

1.  Persons  who  lose  property  or  property  rights  to  this  power  must  be  fairly 
and  equitably  reimbursed  for  all  losses,  including  present  damages,  future  nse 
and  development. 

2.  All  those  enjo.viiig  the  right  of  eminent  domain  must  be  required  by  law  to 
give  full  and  detiiiied  notice  of  their  Intent  to  exercise  such  power  at  least  six 
months  In  advani-e  of  the  obtaining  of  condemnations  or  easements. 

3.  All  lawmaking  bodies  should  review  those  parties  to  whom  they  have  given 
the  right  of  eminent  domain  with  the  thought  that  this  right  In  some  instances 
may  have  been  delegated  to  parties  who  do  not  rightfully  deserve  such  power, 
and  who  are  not  using  it  in  the  best  public  interest. 
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4.  The  individual  must  have  equal  rights  to  detennlDe  the  location  of  condem- 
natioDs  and/or  easements  ou  bis  property  as  those  exerdsiiig  th«  pow«r  of  emi- 
nent domain  and  should  also  have  the  right  of  legal  appeal  of  tbe  Onal  deter- 
itiination  of  tbe  location  of  these  easements  and/or  condemnations,  in  tbe  eatoe 
nianer  as  he  now  has  tbe  right  of  legal  appeal  In  the  determination  of  tbe  flnandal 
award. 


RESOLUTion  No.  16 

CATTLE   CHECKOFF 

Wliereas  iwef  promotion,  education,  research,  market  and  product  develoi>- 
nient,  and  other  Industry  service  activities  are  seriously  under-financed  in  llgbt 
of  the  financial  size  of  tbe  Industry  and  the  Job  needing  to  be  done. 

He  it  reiolved  That  tbe  lOA  supports  the  concept  of  a  national  check-off  on 
cattie  under  which  ail  persons  engaged  in  cattle  production  and  feeding  will  con- 
trihiito  an  equitable  share  of  tlie  Hnuncial  support  ueeded  tor  such  programs: 

}Je  it  further  resolved  TTiat  the  coOection  of  monies  and  the  programs  financed 
thi'reliy  hhull  be  as  free  as  possible  from  government  involvement  and  still  pro- 
Tide  for  universal  collection. 

Passed . 

Resoi-ution  No.  17 
uvestook  uoveubnt 

^Vhereas  it  Is  highly  difficult  under  present  law  to  obtain  convictions  for  stolen 
iivestoclf  and, 

A\'litreus  information  relating  to  the  movement  of  llvestocli  would  be  extremely 
useful  in  disease  control. 

Hi'  ii  riKiilved  That  tlie  ICA  actively  seeii  state  legislation  to  provide  for  tbe 
use  o£  a  "trip  Ticket"  which  would  accompany  shipments  of  livestock  within  the 
stale.  Use  of  the  trip  ticket  should  be  mandatory  when  sale  of  the  livestock  la 
involved  and  optional  when  ownership  la  not  changing  hands. 

Ill'  it  further  reaolveil  That  Iowa  law  enforcement  officers  Iw  empowered  to 
rwiiiire  the  transporter  of  livestock  who  does  not  have  a  "trip  ticket"  in  bis  poe- 
sessiou  to  execute  a  "trip  tlcliet". 

Passed. 

Resolution  No,  18 


Whereas  tax  reform  legislation  was  developed  in  draft  form  which  contained 
complex  and  complicated  provisions  involving  limitations  on  artificial  account- 
iiiS  losses  "at  risk'  limitations,  and  tlie  requirement  that  corporations  other 
rtiiin  subchapters  and  family  corporations  use  accrual  and  inventory  accounting 
methods,  aud, 

Whereas  the  tax  shelter  and  deferral  problem  could  be  adequately  solved  In  a 
clciir  cut  and  non-complicated  manner  by  simply  ruling  out  the  limited  partner- 
ship as  a  tax  entity  for  Income  tax  purposes.  In  other  words,  requiring  limited 
jinrtiiersfaips  to  be  taxed  in  tbe  same  manner  as  associations  and  regular  corpo- 
rations rather  than  as  regular  partnerships, 

)ir  it  resolved  That  the  ICA  favors  this  approach  to  the  tax  shelter  and  deferral 
IToblems. 

Passed. 

Besolutiok  No.  19 

meubesship 

Whereas  there  exists  a  need  In  the  Iowa  Cattlemen's  Association  for  a  slmpll- 
fii'il  iiietiibersliip  form  offering  the  varied  combinations  of  State  and  National 
Associations  memberships, 

Hi  it  rvHoircd  That  the  ICA  adopt  for  use  in  the  collection  of  1B78  member- 
ships a  standard  membership  form  which  will  be  so  designed  to  offer  tbe  mem- 
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ber  choice  of  obtaiulog  along  with  mandatoir  ICA  memberdilp  the  tfUlowlug 
addltioBal  comUnstiont  : 

(a)  ICA. 

(b)  ICA  Bod  National  Livestock  Feeders  Associatlom  toUiik  memberstdp 
|9>  ICA  and  American  National  Cattloueu's  Association  voting  membershtiv 
( d)  ICA  and  combination  of  NLFA  &  ANCA  votlnE  memberships 

Be  it  further  resolved  That  the  dues  iiasis  for  this  standard  memberahlp  form 
be  the  amounts  presently  In  effect  for  (he  ICA  and  for  combination  IGA-Natlonal 
memberships,  and  In  the  latter  case  (combination  memberships)  that  dnea  col- 
lected for  the  two  natinnal  associations  (NLFA  &  ANCA)  be  forwarded  to  them 
montbly  by  the  ICA  staff,  and 

Be  it  further  retolved  That  ANCA  or  NLFA  will  not  accept  a  non-ICA  member, 
and  any  direct  mailing  solicitation  in  Iowa  most  have  prior  approTal  of  ICA. 
and 

Be  it  further  retolved  That  the  provisions  of  this  resolution  do  not  apidy  t» 
produueis  of  llvestodc  and  poultry  other  than  cattle. 

IlEB<H.UTion  No.  20  FaoM  the  Flook 

PBOCBDimB  FOR  BT-LAW  CHANOEB 

Whereas  we  realize  that  the  board  of  directors  must  act  during  the  year  and 
may  need  to  change  the  rules  and  by-laws  of  this  organization,  and 

Whereas  we  wish  to  maintain  the  feeling  of  democracy  and  that  all  policy  is 
not  mandated  from  a  few,  therefore 

Be  it  regolved  That  the  board  of  directors  contbiue  to  be  empowered  to  amend 
the  by-laws  as  needed,  but  that  these  changes  t>e  ratified  by  the  voting  delegates. 

Passed. 

Rbsolution  No.  21  From  the  Ploob 

Whereas  the  decision  involved  In  agricultural  legislation  required  constant 
awareness  of  changes  of  production,  and 

Whereas  the  Individual  closest  associated  to  the  <4iangeB  and  needs  of  agrl- 
cuttnre.  Is  the  active  txrmer,  randier,  and 

Whereas  the  active  flarmer  Is  most  knowledgable  of  the  counter  reactive  actions 
of  varioos  government  policies,  therefore 

Be  it  retolvei  That  the  ICA  urges  testation  requiring  a  ninlmnm  of  30% 
to  a  maximum  of  40%  active  farmer  participation.  This  Involves  decision  making 
areas  Involving  agricultural  policies  in  accordance  to  production  percentages  In 
respective  fields,  and 

Be  it  further  resolved  That  this  policy  be  required  In  both  state  and  federal 
legislation,  and  departmental  activities.  We  feel  that  this  is  In  the  best  Interest 
of  consumers  as  well  as  producers,  as  It  Is  based  on  practical  application,  and 

Be  it  further  resolved  That  since  it  is  established  that  the  individual  support 
Is  more  acceptable  and  more  meaningful,  this  resolution  ahoold  be  individually 
signed  by  all  concerned. 

Passed. 

Resolution  No,  22  Ffiou  the  Ploob 

Whereas  the  cattle  Industry  has  been,  and  continues  to  be.  In  dlsastroos 
flnaneial  cosditloo,  therefore. 

Be  it  reKlveA  That  the  ICA  actively  explore  and  pursue  actions  wbidi  may 
reasonably  be  expected  to  help  alleviate  this  condttion. 

Passed. 

Resolution  No.  23  From  the  Ploob 

Be  it  retotved  That  the  staff  of  ICA,  the  ErecuUve  Committee  and  the  Board 
of  Directors  be  commended  for  their  work  and  accomplishments  of  the  past  year. 
Passed. 

Resolutiok  No.  24  From  the  Ploob 

Wherens  raw  product  agriculture  operates  In  a  highly  volatile  supply-demand 
market  structure :  therefore, 

Be  it  resolved  Tbnt  ICA  promote  a  policy  of  10%  less  food  production. 
Defeated. 
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Senator  Clake.  The  next  witn^a  is  Sydney  Groas,  of  OsoeblK.  Hb%( 
a  fanner  and  president  of  the  Farm  Oiganization  in  I«w«.  87^09!; 
yoR  proceed  in  any  way  you  think  approprimte.  Youll  understand  i£ 
I  leave  for  about  8  or  4  minutee  while  you're  talking,  is  Aat  iAL 
right!  ■;.; 

Mr.  Gross.  That  would  be  fine. 

Senator  Clark.  I'll  be  right  back. 

STATEMENT  07  SYDNEY  L.  QSOSS,  OSGEOLA,  IOWA 

Mr.  Gross.  We  want  to  thank  you,  Senator  Clark.  First  I  would, 
like  to  Jiave  it  understood  that  while  I  am  a  member  of  a  new  farm, 
oi'^anization  and  on  the  board  of  this  organization,  called  the 
American  Grain  Growers,  what  I  say  here  today  will  reipresent  ray 
tliinking,  because  we  have  no  position  on  any  of  the  issues  that  are 
here  today.  So  I  will  be  speaking  on  my  own  part. 

The  only  thing  that  bothers  me.  Senator,  is  that  I  think  you  prob- 
ably understand  many  of  the  things  that  are  being  said  here  today. 
all  too  ^Tell  before  they  are  being  said.  What  concerns  me  is  that 
there  arc  many  Congressmen  and  many  Senators  who  should  be  here 
to  hear — from  the  urban  centers — who  will  not  get  this  message. 
This  of  course  is  something  we've  got  to  face  as  farmers,  that  theie. 
are  many  others  in  the  Congress  besides  farm  representatives. 

Now  I'm  not  going  to  dwell  at  any  length  today  on  what's  being 
sfiid  here,  only  that  much  of  it  I'm  going  to  absorb.  We  do  have  fr 
cost-price  squeeze  once  again  entering  into  agriculture.  And  what  I 
would  like  to  make  a  pomt  of  most  is  that  $2  com,  or  $2  or  ^.3S 
loan  price  and  target  price  is  totally  inadequate  in  today's  farmiiur. 
And  that  if  the  Government  is  going  to  ask  farmers  to  go  to  an  bS- 
out  production,  as  they  are  doing,  that  they  must  then  give  farmeiS- 
an  adequate  support  price.  Ana  when  I'm  talking  about  adequate 
support  price,  I'm  talking  about  parity.  Because,  I  think  if  we'd 
n^k  100  farmers  that  are  here  today  what  their  coat  of  growing  a 
bushel  of  coi-n  is,  you'd  come  up  with  100  different  figures.  And  we  go 
to  the  economists  at  our  universities — and  I'm  not  sure  sometimefl 
whether  some  of  them  know  a  cow's  teat  from  her  tail — but  anyway, 
their  figures  are  totally — when  they  come  up  with  $1.81  cents  tod^, 
it's  totally  outdated.  If  they  think  they  can  grow  com  for  $1.81,  Fd 
like  to  see  them  buy  a  farm  here  in  Iowa  and  start  in  and  pay  for  it. 
These  figures  are  figures  that  I  don't  know  where  they  can  come 
from.  And  this  is  why  we  would  like  to  insist  that  if  there  is  to  be 
any  supports  tied  to  any  figure,  that  it  be  parity.  Parity  is  a  movin^j 
figure.  It  reflects  the  costs  the  farmers  have,  and  they  go  up_,  so  thu 
figure  goes  with  it ;  if  they  go  down,  farmers  would  be  willing  to 
take  this.  Parity  ia  for  agriculture  and  farmers  what  the  Consumw 
Price  Index  is  to  labor.  And  we  must  have  some  kind  of  a  znoving 
figure,  a  moving  target  price.  And  we  think  it  should  be  tied  to 
p.arity. 

Now  I  have  an  article  here,  taken  from  the  Bee  Moinee  paper  of 
September  14  that  I  would  just  like  to  read  just  a  little  ox  here, 
whicli  pinpoints  the  problems  that  the  farmer  facce  today.  The  head- 
lines were:  Price  burden  is  put  on  the  farmer.  It's  the  Chicago-Illi- 
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nois  mini-summit  conference  on  food  relief,  food  relief  se*n  only  at 
the  fann  level.  That  what  is  emerging  today  as  the  Government 
tackles  food  price  inflation  is,  that  if  the  consumer  is  to  get  any  quick 
relief  from  standard  increases  at  tlie  grocery  store,  it  will  have  to 
be  paid  for  by  farmers,  ilost  special  interest  groups  represented  at 
the  mini-summit  conference  here  on  food  and  agriculture  emphasized 
Friday  that  their  segments,  organized  labor,  supermarket  chains, 
meat  packers,  and  food  processors  can't  afford  to  take  any  cuts  or  re- 
duction in  profits.  There  was  agreement  privately  at  leflst  that  in  the 
short  run,  only  decreases  of  wliat  farmers  paid  for  their  products 
would  result  in  leveling  off,  or  even  slowing  down,  the  rate  of  food 
price  increases.  Dr.  Carl  Berg  of  the  USDA  said.  "I  dont  see  how- 
prices  can  go  down.  Bnt  the  farm  price  is  the  only  thing  that  can 
give.  It's  the  only  really  competitive  aspect  of  the  whole  thing.** 
I  think  this  pinpoints  our  problems  as  farmers,  and  that  is  that 
we  are  unorganized,  or  disorganized  as  to  what  the — until  we  have 
no  po\ver  in  the  legislative  halls  or  anyplace  else.  With  only  5  per- 
cent of  the  population,  I'm  sure  that  our  voices  are  not  heard  with 
the  same — at  the  level  that  the  consumer's  voice  is  heard.  Now  in 
1972,  and  I  understand  that  the  USDA's  latest  figures  show  that 
probably  it  will  be  back  at  about  that  level — in  1972.  if  fanners  had 
earned  at  the  same  rate  as  their  investment,  that  500  of  the  largest 
corporations — we  lacked  $3,900  million  of  earning  that  much,  and 
we  threw  in  6  million  man  hours  of  labor  for  nothing.  In  other 
words,  faimei-s  over  the  years  have  been  working  for  nothing,  if  they 
take  and  include  their  own  investment  or  if  they  took  an  hourly 
wage  for  their  labor,  they  got  no  return  on  their  investment.  No  other 
segment  of  the  community  would  do  this.  And  I  want  to  say  here 
today  that  I  think  it's  time  that  the  farmers  are  going  to  have  to 
start  thinking  and  doing  for  themselves. 

If  farmers — if  the  Government  is  going  to  ask  fanners  to  go  all 
out  on  production,  and  then  only  going  to  support  our  prices  at  60 
to  70  percent  of  parity,  which  is  just  barely  the  cost  of  production, 
I  foi'  one  would  just  as  soon  they  (Irop  it  off.  Drop  all  quotas,  because 
farmers  year  after  year  arc  just  barely  able  to  break  even.  And  then 
they  have  to  cash  a  big  crop  in  at  a  loss.  I  just  as  soon  they  would 
Jet  us  cut  loose  and  do  the  job,  and  let  it  get  it  over  with,  because 
then  every  farmer  will  begin  to  do  for  themselves,  and  this  is  prob- 
ably the  only  thing  that's  going  to  have  to  do  it.  I  want  to  tell  you 
farmei-s  who  are  here  today  that  nobody  controls  this  plow  and  planted 
but  you.  And  you'd  better  get  ready  to  control  this  plow  and  planter, 
because  if  you  begin  to  hang  your  hand  down  for  a  bunch  of  crumbs — 
and  this  is  all  it  is — they  are  going  to  give  us  just  that,  and  then 
■we  are  in  deep  trouble.  Government  can  do  that  for  us  if  they  want 
to.  But  I  am  not  sure  that  the  powers  tliat  control  the  consumers, 
and  the  tre.mendous  pressures  for  this  grain  surplus,  grain  used  in 
this  balance — this  has  been  misunderstood  for  a  long  time  why  this 
should  be  set  aside.  But  surely  funnera  don't  have  to  underwrite 
the  balance  of  payments  and  have  to  provide  cheap  food  at  a  loss — 
and  this  is  the  policy  that  we  are  headed  for  at  the  present  time. 
Now  I  don't  want  to  go  on  at  any  great  length,  but  I  basically  think 


,y  Google 


51 

that  I  nm  very  pessimistic,  to  put  it  mildly,  that  Congress  will  give 
us  more  than  the  60  t»  70  percent  of  parity  support. 

And  too,  I  think  it's  fwing  to  be  a  long  time — and  this  is  something' 
that  farmers  have  got  to  look  at — they  have  got  to  help  themselves. 

Mr.  Sayijjr  [professional  staff  member].  Mr.  Gross,  what  do  you 
think  is  fair?  What  is  your  feeling  as  to  a  fair  support  price  to  these 
farmers? 

Mr.  Gposr.  Well,  I  think  it  has  to  be  tied  to  parity.  And  T  think  it 
sliould  be  from  80  to  at  least  90  percent  of  parity,  and  I  think  that 
would  allow  the  price  of  food  to  move  from  90  to  100  percaut  of 
parity.  I  think  anything  else  than  that  is  really  unrealistic. 

Mr.  S.\TLon.  What  about  the  loan  rate? 

Mr.  Gross.  The  loan  rate  and  target  price  should  be  90  percent  of 
j^arity.  Tlie  loan  rate  could  be  70  if  tliey  want  to  go  this  route,  but 
I  think  the  target  price  should  make  up  the  difference.  It  should  be 
target  price  based  on  the  total  production,  not  some  part  of  that 
production.  It  should  be  based  on  the  complete,  wliole  total  produc- 
tion of  the  farmer. 

ilr.  Saylor.  Do  you  feel  that  tlie  parity  price  concept  fairly  re- 
flects the  changes  in  faiin  costs? 

ilr.  Gro-ss.  Well,  let  me  say  this.  That  many  of  the  parity  prices 
aie  definitely  outdated.  These  figures  are  simply  not  accni'ate.  I  agree 
we  need  more  up  to  date  data  if  we  are  to  come  up  with  a  fair  one, 
if  a  fair  one  can  be  brought  out,  but  until  one  con  be  stated,  let's  stay 
■with  this.  Yes,  I  think  this  reflects  the  mood  of  the  farmers  today. 
If  thp_\'  knew  that  corn  was  going  to  be  $3,  and  soybeans— I  forget 
what  the  cost  is — what  that  is. 

JIi'.  SATixtR.  There  lias  been  a  lot  of  talk  lately  about  revising  the 
rcsei\'e  policy.  Wliat  is  your  position  on  any  change  in  reserve  poli- 
cies that  we  might  adopt? 

Mr.  Elvixs.  Well,  I  think  reserves  must  be  held  on  the  farm.  This 
is  wliere  the  reserves  should  be,  on  the  fnnn.  And  I  think  on  down 
the  road  the  farmers  are  going  to  have  to  adopt  their  own  hands. 
And  if  they  have  this  reserve,  the  Government  is  not  going  to  be 
able  to  beat  the  market  down.  I  would  like  to  make  one  comment 
here,  I  have  heard  many  times  here  today  that  we  must  have  exports 
to  use  in  the  balance  of  payments  and  trade.  I  agree.  We  want  to 
produce  mrat,  and  we  want  to  export  all  we  can  export,  but  to  export 
it  at  less  than  cost,  this  is  certainly  not  good.  Had  we  exported  on 
the  world  market  what  that  price  is,  that  didn't  necessarily  reflect 
our  input  of  cost  of  production,  and  cost  of  all  of  what  we  are  ex- 
jJOiting  is — we  are  exporting  90  percent  of  the  world  supply  of 
soybeans,  about  45  percent  of  the  corn,  and  something  like  30  percent 
of  tlie  wheat  is  exported  on  the  world  market.  So  we  really  make  the 
world  market.  But  if  we  put  this  on  and  drive  the  price  down,  this 
didn't  reflect  our  cost  of  production  inputs.  There  is  no  relationship 
whatsoever  between  tlie  world  price,  and  cost  of  fertilizers  and  our 
chemicals.  And  this  is  the  part  that  bothei'S  me  about  growing  in- 
discriminately, all  out  production,  and  then  throwing  it  on  the  world 
market.  Because  this  world  market  piices  set  the  price  for  the  total 
production,  and  yet  has  no  relationship  toward  the  domestic  input 
production  costs.  We  think  that  on  down  the  road,  that  exports  to 


,y  Google 


foreign  nations  should  be  moved  to  forward  contracting;  well  in 
advance  of  the  crop  year,  so  that  production  can  be  planned  for  these 
exports. 

Senator  Clark.  Thank  yon  very  ranch,  Syd.  Do  you  have  further 
questions,  Tom? 

Mr.  Satlor.  No,  I  don't. 

Senator  Cijvhk.  We  appreciate  very  much  your  coming  down.  Any- 
thing that  you  might  want  to  submit  by  way  of  afterthoughts  in  the 
record  along  witli  any  of  tlie  other  witnesses  who  have  testified,  wo 
■would  appreciate  it  very  much. 

The  next  witness  is  Bill  Foddy.  Bill,  you  are  Rural  Route  2,  Wood- 
ward, Iowa? 

STATEMEMT  OF  WILLIAM  PODDY,  WOODWAED,  IOWA 

Mr.  FoDDT.  Senator  Clark  and  committee  members,  my  name  is 
Bill  Foddy,  Route  3  in  Woodward  in  south  central  Boone  County. 
I  own  and  operate  an  800-acre  grain  farm. 

I  would  like  to  address  my  comments  to  three  items  this  morning: 
The  grain  embargoes,  the  grain  reserve,  and  the  support  payment, 
support  prices,  target  prices. 

The  first  subject,  the  embargoes  I  am  totally  opposed  to.  I  cant 
see  where  they  are  needed.  In  other  words  the  grain  prices  now  are — 
the  embargo  is  supporting,  is  driving  the  grain  prices  down  below 
the  level  tiie  House  Agriculture  Committee's  recommendations  sup- 
port. It  appears  to  me  we  have  ono  agency  bucking  another,  which 
seems  to  happen  all  too  often  nowadays.  I  see  very  little  difference  to 
a  .Tapanesc  depending  on  our  soybeans  for  eating  for  his  food,  as 
compared  to  how  angrv-  we  were  with  tlie  Arabs  when  they  threat- 
ened our  national  security  with  an  oil  embargo. 

Senator  CijABk.  Some  people  have  pointed  out  that  we  are  to  food 
what  the  Arabs  are  to  oil.  Do  you  think  that's  true? 

ilr.  Foddy,  I  think  if  you  were  Japanese — and  I've  been  in  Japan, 
and  I've  seen  some  of  these  people  that  are  hungry,  I  think  if  von 
were  Japanese,  you  would  be  more  anxious  to  have  your  food  than 
to  have  your  oil.  So  I  would  be  very  much  opposed  to  those.  I  think 
Government  has  far  too  many  other  things  to  do  besides  regulating 
our  exports. 

The  second  subject  I  wanted 

Senator  Ci-ark;  If  I  might  just  interrupt  you  for  a  second,  your 
point  is  that  it's  difficult  to  explain  why  we  would  have  even  a  moni- 
toring sjstcm  at  a  time  when  we  have  clearly  got  the  grain  nowt 
Isn't  that  true? 

Mr.  FoDDT.  Yes.  I  think  that  we've — I  would  have  been  opposed 
to  it  if  com  was  at  $5,  because  I  think  it's  wrong  in  principal,  but 
now  the  Government  has  managed  to  drive  the  price  of  com  down 
below  the  cost  of  production— and  it's  been  testified  here  many  times, 
and  at  the  House  Agriculture  Committee,  So  even  the  excuse  that 
was  set  forth  as  being — has  run  its  coui-se.  It's  time  for  them  to  find 
something  else  to  do. 

Now  the  second  point  is  grain  i-eserves — it's  been  stated  by  a  gentle- 
man from  the  University  of  Chicago  that  world  production  of  grain 
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actually  only  varies  about  3  percent  a  year  worldwide.  When  one 
country  has  a  drought  or  a  bad  downturn,  another  one  has  a  good 
year  and  makes  up  for  it.  So  I  think  what  we  tend  to  confuse  nere 
is  the  fact  that  there  are  many,  many  hungry  people  in  the  world, 
but  it  is  not  because  of  an  unusual  year,  it's  because  they  don't  have 
the  money  to  buy  the  food,  and  there's  too  many  of  tliem.  We  cer- 
tainly in  this  case  then,  a  worldwide  grain  reserve  is  really  not  neces- 
sary for — a  distribution  system  in  what's  needed,  not  the  reserve. 
The  grain  reserve  for  the  people  in  the  United  States  is  probably  one 
of  tlic  more  ridiculous  things  we'\-e  heard  of.  This  last  j-ear  weV« 
had  a  25  pci-cent  reduction  in  production,  and  for  the  most  part  in 
many  areas  a  disaster  situation,  yet  the  exports  are  runnuig  at  some- 
where around  1.4  billion  bushels  of  this  year's  crop— is  being  ex- 
ported, USDA  says  975  million,  or  in  that  range.  So  we  are  exporting 
close  to  a  fourth  to  a  third  of  this  year's  crop.  Now  why  on  earth 
do  we  need  a  grain  reserve  when  in  this  bad  year  we  have  this  much 
export?  A  grain  reserve  is  just  not  necessary  for  anything  other  than 
to  regulate  price.  It's  strictly  a  price  regnlatory  mechanism. 

The  last  item  I  wanted  to  discuss  is  price  supports.  This  again  is 
strictly  a  price  regulating  mechanism,  with  the  rate  of  inflation  and 
cost  changes,  you'd  never  keep  up  with  them  anyway.  And  if  you 
have  a  price  support  system— I'm  a  little  confused,  so  I'll  back  up  a 
minute.  We  have  target  prices,  we  have  loan  rates,  and  we  have  price 
supports.  And  as  I  tinderstand  it,  target  prices  in  my  case  mean  al- 
most nothing  to  me.  They  are  based  on  my— on  the  average  yield  in 
my  corn  base,  which  is  kind  of  a  fictitious  number,  so  I  discount 
that.  The  loan  rate  I  think  is  actually  synonymous  with  the  support 
price.  And  as  far  as  I'm  concerned,  if  we  set  this  very  high,  we  on- 
doubtedly  are  going  to  have  grain  reserves.  Some  way  or  another 
somebody's  going  to  have  to  take  title  to  the  commodity  when  you 
set  tlie  price  high.  And  we've  seen — of  course  I've  only  been  in  farm- 
ing for  17  years,  but  15  of  those  these  grain  reserves  have  kept  my 
profits  down  to  very  near  zero,  or  negative.  So  I  cannot  see  increas- 
ing those.  I  know  it's  strange  for  a  farmer  to  say  don't  raise  my 
price  supports.  It  isn't  that  I  don't  need  the  money — I  owe  a  great 
deal  of  money,  but  I  just  think  that  it  would  serve  to  the  detriment 
in  the  years  to  come,  and  I  feel  that  the  Government  should  stay  out 
of  these  three  areas  and  let  us  find  the  world  market.  And  I'm  sure 
that  the  people  in  this  country  can  compete  with  the  poor  people  in 
the  i-est  of  the  world  for  their  iooil. 

Senator  Ci^ark.  Just  so  that  I'm  sure  I  understand  your  position, 
yon  are  saying  that  we  should  do  away  with  the  target  price  system 
and  the  loan  program? 

Mr.  FoDDT.  Yes.  I  think  the  target  price  system — I  don't  really 
understand  it,  but  I  don't  think  it  works,  because  the  com  base  on 
my  psirticular  farm  was  determined  during  the  years  that  I  was 
buying  it,  and  I  was — the  fellow  that  had  it  before  had  a  great  deal 
of  beans,  and  it  happened  that  that  was  the  years— 1959  and  1960 — 
so  I've  been  stuck  with  this  corn  base.  I  just  don't  think  tai^et  prices 
mean  what  they're  supposed  to  mean.  That's  all. 

Senator  Clark,  You  would  favor  doing  away  with  the  commodity 
loan  programs? 


,y  Google 


S4 

Jlr.  FoDDT.  I  would  favor  keeping  them  very  low. 

Senator  Clabk.  You  would  favor  keeping  them,  but  keeping  them 
low  ? 

Ml'.  P'ODDT.  Very  low. 

Senator  Clark.  About  the  present? 

Sir.  FoDDT.  Somewhere  in  the  present  area.  What  I  would  suggest, 
that  if  we  feel  that  we  are  going  to  need  them,  then  we  feel  that 
we're  going  to  have  more  production  than  we  had  before,  and  then 
I  would  say  that  we  should  move  in  an  area  of  set-aside  for  several 
reasons.  In  the  first  place,  much  of  the  land  that  was  farmed  last 
year  was  actually  mined.  It  was  too  hilly,  and  eroded  away  in  large 
amounts,  and  we  got  all  this  into  production  that  we  didn't  need. 
There's  no  sense  in  mining  hillsides  in  order  to  stack  it  up  in  grain 
bins  in  order  to  rejrulate  prices— if  you  follow  me. 

The  second  area  is  that  it  costs  a  great  deal  of  energy  to  grow  this 
comraoditj'  and  to  store  it  and  dry  it.  And  thei^e  I  would  suggest 
the  Government  encourage  us  to  go  to  shorter  season  products,  be- 
cause in  my  case  I  spend  from  8  to  16,000  gallons  of  LP  a  year  just 
to  raise  my  corn.  Well,  if  I  shifted  back  to  shorter  season  com,  I 
would  probably  cut  my  fuel  consumption  in  half.  And  I'm  only  at 
that  high  level  in  order  to  inci-case  pi-oduction,  to  get  it  to  the  sit- 
uation we're  in  now.  I  believe  that's  about  my  comments.  I  dont 
want  to  take  up  a  lot  of  time,  but  I  do  feel  very  strongly  that  the 
Government  is  far  too  active  in  many  of  these  areas,  and  it's  got  to 
the  point — just  from  sheer  bigness  alone— it  can't  handle  it. 

Senator  Cr^\KK.  So  if  I  understand  you  correctly,  you  would  dis- 
agi-ee  with  those  who  testified  that  they  should  be  assured  of  the 
costs  of  production  or  Hie  costs  of  producing  this  crop  plus  a  profit? 

Mr.  FoDDT.  Ijeave  it  to  the  free  market  system,  and  do  away  with 
the  loan  system. 

Senator  Clark.  And  do  away  with  the  commodity  loan  rate  at  say 
$1.05  or  $1.10,  or  something  in  that  area? 

Mr.  FoDDT.  Yes.  And  if  there  ai-e  hungry  people  in  the  world,  and 
I  am  siii-e  there  are,  the  world,  not  necessarily  the  United  States 
alone,  should  devise  a  system  that  they  divide  excess  production.  But 
until  that  happens.  I  feel  that  we  sliould  have  a  set-aside  program. 

Senator  Ciark.  So  you  would  i-egulate  the  amount  that  is  pro- 
duced, thi-ougli  governmental  interference?  The  Government  would 
require  you  to  set  aside,  in  return  for  support  prices? 

Mr.  FooDT.  Right.  This  sets— builds  our  ground,  saves  energy,  and 
a  multitude  of  things  tliat  we  certainly  need  in  this  country.  And  to 
regulate  the  price  directly  with  the  reserve  is  just  the  wrong  way  to 
go. 

Senator  Cl.\rk.  All  right.  AVe  appreciate  very  much  having  your 
testimony. 

Mr.  FoDDY.  I  appreciate  the  opportunity.  Thank  you. 

Senator  Clark.  Slatt  Bauer,  Curi-oll  County  farmer. 

SIATEUENT  OF  MATT  BATTER,  CABBOIX,  IOWA 

Mr.  Bather.  Senator,  I'm  very  happy  to  be  here  this  morning.  We 
liave  got  several  serious  situations.  We  happen  to  he  in  the  blizzard 
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of  January.  I  met  you  at  Lake  Paik,  loiva,  when  you  were  observing 
it.  ^Y\\Rt  is  being  done  about  those  blizzard  loans?  Is  anything  being 
done?  We're  kind  of  sitting  there  twiddling  our  thumbs  and  wonder* 
injr  wliat's  going  on. 

Senator  Clark.  Do  you  know  the  status  of  those,  Tom? 

ilr.  Saylor.  The  disaster — 

Senator  Ci^vrk.  Maybe  we  could  call  back  while  you  and  I  are 
talking,  or  do  you  have  that? 

^Ir.  SAYixin.  Well,  I  know  that  the  committee  is  meeting  tomorrow, 
n!!<[  tliPie  will  be  a  consideration  of  adjusting  the  interest  rate.  I 
tiiirik  something  definitely  will  be  done  there.  And  the  whole  pro- 
jrniin  will  be  reviewed  vei-y  carefully  in  connection  with  this  overall 
review  of  tlie  farm  bill. 

Mr.  Baukr.  See,  the  thing  we're  getting  into  in  our  country  and 
in  a  lot  of  people's  areas,  is  that  it's  getting  close  to  planting  time, 
and  we've  got  to — there  is  a  lot  of  people  that  aren't  going  to  be  able 
to  get  financed  on  their  own  because  of  this  situation.  And  it's  pretty 
imjxiitant  to  a  lot  of  people  in  our  area  tliat  we  get  something  done 
right  <|uick. 

Senator  Cr.jutK.  Maybe  before  this  hearing  ends  today  we  can  make 
;i  statement  for  the  record.  What  we're  trying  to  do  is  adjust  two 
tilings  in  that  disaster  program.  And  I  have  to  get  the  majority  of 
the  Congress  and  the  President  to  sign  it.  But  first  and  foremost 
ivo're  i-oncerned  about  trying  to  get  a  longer  loan  period. 

Mr.  Baui:r.  Right. 

Senator  Cr^\RK.  Instead  of  a  5-year  loan,  we  would  like  to  try  to 
get  that  extended  into  a  longer  period.  Second,  if  possible,  we  would 
I  Hie  to  get  a  somewhat  lower  interest  rate.  Now  I  think  we  would 
like  tliem  in  that  order,  in  terms  of  trying  to  get  something  through. 
l\'p  don't  know  how  liberal  that  interpretation  can  get  and  still  get 
it  through.  But  it  does  seem  to  us  that  we  ought  to  be  able  to  get  a 
Inufrer  term  rate  anyway.  And  we're  trying  to  do  that  through  the 
runner's  Home  Administration.  We  will  try  to  get  a  more  specific 
statement  on  that.  As  Tom  says,  the  committee  is  going  to  be  discuss- 
ing that  at  its  regular  meeting  tomorrow. 

Mr.  Saylor.  The  subcommittee  will  be  marking  up  the  bill  this 
coming  Thursday,  and  it  will  be  reported  to  the  full  committee  at 
our  next  regular  meeting  after  tomorrow. 

Senator  Clark.  That's  2  days  from  now? 

Atr.  Saylor.  That's  right.  And  they're  talking  about  looking  at  a 
a  to  S  percent  interest  range. 

?vrr.  Bavkr.  And  this  is — we've  had  several  meetings  about  it.  We 
don't  want  anything  for  nothing,  we  just  want  to  be  able  to  survive 
this  thing,  and  be  able  to  be  in  operation.  We've  had  drought,  we've 
]);k1  had  cattle  feeding,  and  now  we've  got  the  storm. 

Senator  Clark.  Exactly. 

Mr.  Bauer.  In  my  case,  for  instance,  we're  going  to  have  to  sell 
some  land,  or  sell  something  in  order  to  get — to  keep  going,  if  we 
don't  get  some  help.  We've  got  the  land,  and  we  don't  want  the 
money  for  notliing,  we  just  want  to  be  able  to  get  it- 
Senator  Clark.  Right. 
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3Ir.  Bautr.  And  use  it. 

Senator  Clark.  Exactly.  And  that's  very  fair,  TTie  onlv  thinp  you 
forgot  to  leave  out  was  American  Beef,  because  a  lot  oi  people  up 
there  arfi  holding  some  bad  checks. 

Mr.  Batjkr.  We've  got  a  lot  of  them  too.  We  got  several  of  them, 
and  it's  just  that  all  of  the  things  combined  are  iMid. 

Senator  Clakk.  That's  right 

Mr.  Bauer.  Another  thing.  'What  about  the  import  quota  on  meat! 
Are  they  going  to  do  anythmg  about  that,  or  are  they  just  going  to 
let  them  keep  going  at  the  rate  they're  at? 

Senator  Ci^rk.  Well,  as  you  know,  this  is  under  the  jurisdiction  of 
the  administration  of  the  USDA,  They  claim  now  to  have  agreements 
from  a  number  of — from  the  foreign  suppliers,  to  keep  meat  imports 
lower  this  year  than  last  year.  Now  it's  very  essential  that  w^e  do 
everything  we  can.  clearly,  to  try  to  improve  the  prices  of  livestock 
in  this  country.  We're  in  deep  trouble.  Someone  here  said  15  months, 
it's  my  recollection  it  was  about  16  months,  of  declining  prices,  prices 
really  below  the  cost  of  production.  And  we're  not  going  to  be  able 
to  maintain  that  much  longer.  And  it  seems  to  me  that  you've  kind  of 
got  about  two  or  three  places  you  can  go ;  one  is  that  we've  got  to, 
in  this  period  particularly,  hold  down  as  much  as  we  possibly  can. 
any  foreign  competition  in  this  country. 

Jlr,  Badf.r.  Right. 

Senator  Ciabk.  Because  we're  in  a  desperate  period  now.  We  be- 
lieve in  a  free  trade  situation,  we  believe  that  we  have  to  have  for- 
eign exports  ourselves,  and  we're  going  to  have  to  take  some  imports. 
But  when  we  are  in  this  kind  of  a  period  of  a  depressed  price,  then 
we  are  in  a  very  unique  period,  we're  not  in  a  normal  period.  And  I 
think  combined  with  that,  we  have  to  start  buying  more — ^weVe 
brought  some,  but  we  have  to  start  bujdng  more  now  in  terms  of 
Defense  Department  purchases,  in  terms  of  hot  lunch  programs,  in 
evei-y  way  we  can,  to  try  to  bring  that  market  back. 

Mr.  Bauer.  Especially  in  our  area,  we're — Carroll  County  is  one 
of  the  large  cattle  feeding  areas  in  the  State — outside  of  Sioux 
County.  I  think  Sioux  County  is  bigger.  I'm  not  much  on  statistics. 

Senator  Clark.  T  think  you  are  right  about  that. 

Mr.  Bauer.  But  we're  about  as  big.  And  it's  about  wrecked  the 
industiy.  In  our  ca-i^c,  if  we  don't  get  something  done  pretty  directly, 
my  banker  told  mc  that  we're  not  going  to  feed  cattle  next  year, 
we're  just  going  to  farm  and  sell  the  command  in  25  years  we've 
ne^er  sold  corn,  but  we're  going  to  sell  com  at  this  time,  because 
we're  going  to  have  to  raise — ^try  to  get  back  all  the  money  that  we've 
lost  trying  to  stay  in  the  industry. 

Senator  Ci-ark.  It's  too  bad  you  didn't  make  that  decision  a  year 
ago.  \ow  you're  going  to  l>e  in  the  same  problem  with  com,  the  "way 
it  looks. 

Mr.  Bauer.  This  could  very  easily  be.  and  this  is  why  I  kind  of 
respect  a  lot  of  the  people's  judgments  on  things,  but  I  couldn't  see 
why — ns  long  as  if  we're  going  to  produce  a  Icrt  of  com,  we  sure 
better  get  something  for  it,  because  the  whole  industry  is  otherwise 
just  down  the  tnbe.  "VVliat  about  the  agricultural  conserv'ation  pro- 
gram practices?  Are  they  going  to  reinstate  that  stuff? 
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Senator  Clase.  Well,  we  certainly  hope  so.  As  you  know,  the 
President  in  his  Budget  Message  is  proposing  further  cuts  in  that 
pi'ogram.  We  tliink  there  ia  strong  support  for  it  in  the  Conneae  for 
several  reasons.  One,  I  think  tliat  it's  been  well  established  in  the 
Congress  that  when  you  are  talking  about  basic  necessities,  you  are 
talking  land  and  water  and  air,  as  somebody  here  earlier  said.  And 
that  I:ind  supply,  keeping  our  land  in  good  condition,  is  as  baaie 
as  any  requirement  we  have  in  this  country.  And  I  don't  think  that's 
simply  an  agricultural  question.  I  don't  think  it's  something  that 
only  people  that  live  on  farms  are  interested  in.  We  know  Hiat  if 
we  let  tJiat  deteriorate,  if  we  continue  to  do  what  the  last  witneas 
talked  about  in  terms  of  plowing  up  the  hillsides,  and  we  have  no 
conservation  measures,  then  we  are  going  to  be  in  deep  trouble.  We 
hove  to  maintain  the  potential  of  agricultural  production.  I'm  con- 
fident that  the  Congress  is  going  to  provide  the  money  for  those  pro- 
grams. Now  I've  been  proven  wrong  certainly,  but  I  just  really  think 
the  support  is  there  from  both  urban  and  rural  Congressmen. 

Mr.  Hater.  In  our  area  of  course,  there  again  we  have  a  rolling 
type  terrain,  and  we  do  about  so  much  conservation  work  every 
year.  And  again,  this  year  we're  not  going  to  be  able  to,  because  we 
]ust  don't  have  the  money  to  do  it. 

Senator  Cuirk.  That's  right. 

Mr,  Bauer.  We  don't  have  it,  unless  we  can  get  this  money  fronx 
CnngT'oss. 

Senator  Clark.  Well,  we  haven't  invested  much  Federal  money 
more  wisely  than  we  have  in  conservation  programs.  And  I  just  don  t 
see  the  Congress  of  the  United  States  doing  away  with  those  pro- 
grams, or  not  reinstating  those  programs.  You  may  know  that  Presi- 
dent Nixon  impounded  the  funds  for  soil  conservation,  and  finally 
the  Congress  got  a  court  order  which  demanded  that  he  spend  that 
money.  But  then  it  was  April  1974  by  the  time  we  got  that  oourt 
order,  and  the  funds  appropriated  for  1973  and  1974  were  going  to 
nin  out  by  the  end  of  December.  Well,  we  hurriedly  put  togetlier  a 
bill — I  did  in  the  Senate— and  we  got  it  passed  in  the  Senate,  and 
we  filially  got  it  passed  in  the  House  in  the  closing  days  before  we 
went  out  and  sent  it  to  the  President,  and  the  President  ended  up 
vetoing  it.  So  we  lost  those  $135  million  funds  for  last  year.  But  I'm 
confident  we're  going  to  get  them  this  year.  We're  started  on  it  early, 
and  it's  essential,  and  I'm  confident  we  have  the  support  of  the  vaat 
ma}oritv  of  the  Members  of  Congress  of  both  parties. 

Mr.  Bauer.  Well,  OK.  Thank  you.  That's  basically  all  I  wanted 
to  talk  about. 

Senator  Clark,  Thank  you  very  much.  Our  next  witness  is  Robert 
Kocller,  from  Godfrey,  111.,  Rural  Route  3.  You  may  proceed  in  any 
way  you  think  appropriate. 

STATEMENT  OJ   BOBSKT  E.  KOELLES,  OODEEET,  ILL. 

Mr.  KoELLGR.  Thank  you,  Senajxir. 

Mr.  Chairman,  Members  of  the  Senate  Committee  on  Agriculture 
and  Forestry.  My  name  is  Robert  E.  Koeller,  a  farmer  from  Madison 

■County  in  west-central  Illinois.  I  wish  to  express  my  appreciation 


,y  Google 


58 

for  this  opportunity  to  appear  before  this  committee  presenting  a 
fanner's  views  on  the  state  of  agriculture  today. 

The  agriculture  industrj'  of  the  United  States  hag  consistently  pro- 
duced ample  supplies  of  food  and  fiber  for  the  consumers  of  this 
country,  much  of  tlie  time  at  a  very  low  margin  of  profit,  oftentimes 
at  a  loss.  In  addition,  farmers  have  increasingly  been  able  to  supply 
the  needs  of  other  consumers  around  the  world. 

In  recent  years,  witli  the  supply  and  demand  more  nearly  in  bal- 
ance, the  agriculture  economy  has  shown  definite  signs  of  prospering — 
only  to  be  handicapped  periodically  by  interference  from  Govern- 
ment policies.  Price  controls,  embargoes,  export  monitoring,  sales 
reporting  and  other  pressures  destroy  the  delicate  balance  of  tjie 
competitive  market.  Prices  paid  to  fanners  for  many  commodities  are 
rapidly  approaching  or  have  already  reached  a  level  below  the  cost 
of  production. 

In  the  past  year  or  two  I  have  had  the  opportunity  to  meet  and 
talk  with  representatives  of  governments  and  food  processors  from 
various  parts  of  the  world.  Their  common  concern  is  our  reliability 
as  a  supplier;  a  reliability  which  until  the  soybean  embargo  of  1973 
was  not  seriously  questioned.  Many  of  these  customers  are  now 
searching  out  and  developing  other  sources  of  supply  to  fill  their 
needs.  We  can  ill  afford  to  lose  any  of  our  world  markets  as  a  healthy 
agriculture  depends  significantly  on  a  strong  export  demand,  which 
in  tuni  helps  create  a  favorable  balance  of  trade. 

"While  tlie  concern  of  many  knowledgeable  people  is  centered  on 
the  need  of  food  for  a  hnngiv  world,  restrictions  on  the  distribution 
of  the  present  supply  do  not  increase  by  1  bushel  the  total  food  sup- 
ply. On  the  contrary,  the  net  effect  of  curient  trade  policies  is  coun- 
terproductive. The  apprehension  created  by  the  effect  of  these  poli- 
cies is  at  this  moment  causing  large  numbere  of  farmers  to  reappraise 
their  1975  production  plans.  Acreage  reductions,  fertilizer  us©  ad- 
justments and  i-econsideration  of  machinery  and  labor  inputs  are  all 
being  deliberated.  A  close  comparison  of  the  high  cost  of  production 
inputs  to  the  projected  values  of  the  1975  production  is  startling  and 
the  advisability  of  all-out  production  this  crop  year  is  now  very 
questionable. 

Food  prices  to  consumers  continue  to  escalate  even  after  sharp  de- 
clines in  prices  paid  to  farmers.  At  the  present  time  there  seems  to 
be  little  or  no  direct  correlation  between  prices  paid  to  farmers  and 
the  prices  paid  by  the  consumer.  With  increased  costs  of  the  past  2 
years  of  as  much  as  300  percent  in  basic  fertilizers,  100  percent  in 
fuels  and  50  percent  or  more  in  machinery,  seed  and  other  inputs, 
agriculture  will  face  economic  disaster  if  faced  with  continuing 
downward  pressure  on  prices  i^eceived  for  production. 

In  conclusion  I  would  urge  the  immediate  termination  of  all  forms 
of  export  controls  and  restrictions  allowing  agriculture  free  access 
to  world  markets.  Existing  laws  may  need  changing.  We  need  as- 
surances from  our  Government  that  farmers  will  have  unrestricted 
opportunities  to  market  their  1975  crop.  Under  this  atmosphere 
farmers  would  once  again  tunc  their  facilities  to  producing  for  the 
apparent  world  demand. 
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I  am  referring  to  a  letter  I  i-eceived  from  the  USDA,  saying  that 
t]iey  are  lefrally  bound  by  section  812  of  the  Agriculture  and  Con- 
sumer Protection  Act  in  the  monitoring  program.  That  they  have  t« 
be  furnished  certain  infonnatioii  on  a  weekly  basis.  So  we  need  to 
change  some  laws  to 

Senator  Clark.  Well,  I  would  disagree  with  that  Department  of 
Agriculture  interpretation.  Maybe  you  would  be  kind  enough  to  give 
us  a  copy  of  it  so  that  we  could  look  at  it  and  make  it  a  part  of  the 
record,  liut  it  is  certainly  true  that  in  accordance  with  this  legisla- 
tion they  have  to  keep  weekly  reports,  but  they  don't  have  to  establish 
any  monitoring  system.  In  fact,  they  have  lifted  that  monitor- 
ing system  on  some  commodities,  and  I  don't  think  they're  incon- 
sistent with  the  law  in  having  done  it.  I  think  they  are  taking  the 
easy  way  out  in  that  interpretation.  I  think  it's  certainly  true 
that  we're  saying  we  want  a  reporting  system  consistent  with  that 
law  so  we  know  what's  going  out  of  the  countiy,  that  we  have  a 
l>ettei-  idea  where  it'.s  going  and  who  is  buying  it,  so  that  we  don't — 
the  I'eason  we  did  that  is  because  we  didn't  want  another  Soviet  sale, 
or  going  to  all  of  these  grain  companies  and  buying  separately,  and 
huyiug  at  a  vpvy  cheap  rate.  We  wanted  to  get  a  very  good  reporting 
system  on  where  it's  going.  But  not  a  monitoring  system.  That's  in 
no  way  required  by  the  law.  Who  signed  that  letter  i 

Mr.  KoELLER.  Peter  B.  Pauli,  Director  of  Export  Sales  Division.* 
I  have  only  his  letter  to  argue  with. 

Senator  Ci^rk.  No.  I  understand.  I  appreciate  your  bringing  that 
up.  AVe  would  like  to  make  that  a  part  of  the  record.  I  think  it's 
clear  that  we  do  want  a  reporting  system,  because  we  want  to  know 
A\lio  is  buying  what  when,  but  that's  very  different  from  getting  prior 
approval,  which  is  the  monitoring  system.  And  I  think  that's  the 
part  that  we're  really  opposed  to. 

Mr.  KoELLER.  Well,  I  happen  to  believe,  myself,  that  the  market 
prices — the  countries  that  we  are  concerned  about  in  using  all  of  this 
grain,  are  buying  grain,  that  they'll  run  out  of  money  before  we 
i-un  nut  of  grain.  It's  pretty  obvious  now  that  we  have  more  grain 
than  we  can  sell  evidently,  at  a  reasonable  price.  I  think  we  need 
assurances  from  our  Government  that  farmers  will  have  unrestricted 
opportunities  to  market  their  1975  crop.  And  by  this,  I  don't  mean 
we  remove  the  monitoring  system  today  anil  that's  tlie  end  of  it. 

•Senator  Cl.\rk.  I  undei'stand. 

Mr.  IvoELiXR,  I  mean  I  think  the  Government  has  to  go  further 
than  that  and  say  that  for  a  definite  period  of  time,  or  for  the  fore- 
speal)le  future,  we  ni-e  out  of  the  process  of  monitoring  or  restricting 
the  distribution  of  grain. 

Senator  ("l,\rk.  So  you  don't  have  that  threat  hanging  over  you? 

Mr.  IvoEi,r.ER.  Right.  In  1973  we  had  a  soybean  embargo;  I  mean, 
thafs  eviileiicc,  that's  history. 

What  I  was  trying  to  say,  as  you  so  aptly  put  it,  we  need  some 
assurances;  long-iange  assurances,  not  just  brief  assurances,  like  today 
the  monitoring  is  off,  and  then  mayfe  tomorrow  it's  back  on.  Our 
exporting  buyei-s — or  our  importing  countries,  I  should  put  it — they 
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need  these  same  asBurance.  I  have  talked  to  these  men  last  year.  In 
Washington  I  met  with  a  man  mamied — ^I  beUeve  it  waa  Von  BnuUL. 
And  he  was  very  emphatic  that  they  were  much  disturbed,  and  thcgr 
were  searching  out  other  sourecs  of  supply.  Brazil — a  friend  of  mina 
just  I'etumed  from  Argentina,  and  they  had  soybeans  50  bnahela  to  tlw 
acre  down  tliere.  And  they've  got  land  that  they  havent  cultivated  yrt. 
I  think  that  with  the  proper  atmosphere,  farmers  would  again  tum 
tlieir  facilities  to  meeune  the  apparent  world  demand  Consideriii^ 
over  every  other  season  whether  we  should  cut  back,  they  could  hav« 
acme  assurance,  and  they  could  plan  for  the  future. 

And  Mr.  Adkins,  who  is  aleo  from  Illinois,  who  testi&ed  earlier — 
I  loiow  him  ciisually,  and  as  a  matter  of  fact,  I  never  bad  a  copy 
of  his  pri^ram  until  this  morning,  but  I  agree  with  his  philneopny 
ill  die  stoi'age.  If  we  do  get  into  the  storage  system,  or  we  have  a 
i-esei've  grain.  I  think  a)»o  it  should  be  tm  tlie  farm.  And  I  think 
possibly  liis  idea  is  workable.  It  takes  a  lot  of  thought,  probably,  and 
we  couid  work  a  thing  like  that  out. 

Anotlier  thing  I  tliink  we  could  have  is  a  cash  reserve,  a  world 
monetary  lesei-ve  to  provide  the  source  of  funds  to  purchase  food  on 
the  open  market.  If  there  ia  starvation  in  any  particular  part  of  the 
world,  why  should  it  be  fair  that  the  burden  of  tlie  total  supply  is 
not  only  the,  food  itself,  but  the  cash- — - 

Senator  Clark.  Xow  I  think  that  niakra  a  lot  of  sense.  You  know, 
if  wo  came  up  with  tliat  conclusion  at  the  World  Food  Confei-ence, 
that  we  would  try  to  put  togetlicr  on  annual  fund  where  wa  could 
have  tliat  money  available  to  go  in  and  buy  on  commodity  exchanges 
to  feed  people.  I  think  that's  the  best  of  all  possible  for  the  world, 
I  really  do. 

Mr.  KoEi-LKR.  I  know  most  of  the  ideas  I  have  been  professing  here 
liave  been  talked  about  before,  but  I  would  like  to  add  my  impetus 
to  them. 

Senator  Ci.ark.  We  appreciate  your  comments. 

Mr.  KoKij£R.  I  think  there  is  some  danger  in  high  target  prices. 
We  liave  to  be  picparcd  for  n  long-range  program  of  maintaining 
■a  Ifirge  I'olume  of  reserves  of  some  kind  if  we  get  into  this  program. 
Because  if  we're  going  to  raise  moi*  food  than  the  market  will  handle 
imder  a  program  like  that,  that  would  liave  to  be  a  long-range  pro- 
gi-aiti.  And  here  again,  the  reserve  on  the  farm  might  well  work  into 
that. 

I  agree  with  you,  Senator,  on  the  distribution  of  food  in  the  needy 
countries.  Somehow  I  guess  our  country  is  going  to  have  to  be  a 
lender  again  for  tJic  people  of  this  country,  because  we  are  the  gov- 
ernment in  a  seiist' — and  work  out  a  more  feasible  distribution  system 
to  get  this  food  whei-e  it's  needed,  and  not  wasted.  And  as  we've  seen 
on  TV  where  the  mts  and  tlie  mice  and  the  animals  use  it,  and  tJie 
people  don't  gft  it. 

And  I  think  tliat's  about  the  extent  of  my  remarks,  Senator,  and 
I  apprecinte  having  a  cliance  to  come  up  here. 

St'uator  Cr^\RK.  Thank  you  very  mucli.  We  very  much  appreciate 
3-our  coming  here  from  Illinois  to  testify. 

[Tlie  following  material  was  refeii-ed  to  on  p.  59.] 
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L'siTED  States  Dkpaetmest  of  Agbicui.ture, 

FOHEIQS    ACBICrLTUKAL    SERVICE, 

WasliiHytoii,  D.V.,  February  S6,  1975. 

Mr.   RilUEKT  E.  KOELLKR, 
It.  I!.  J. 

V'.iljrcy.  III. 

\*\.\K  Mb,  Kdeli.ku :  Vmir  recent  letter  nrgiujr  tlint  tlie  Depflrtment  disCMi- 
lujiic  [ijiiiiitDriiii:  iif  f\i)i>rt  sales  tins  lii'eii  fonvanliil  t»  tliiH  ufflcti  fur  reply. 

Sn-rifni  M:i  fii  tlie  A|{riciiltiire  and  CiinRumer  Prcitectlnn  Act  of  1973,  rvqulrps 
tJiiil  exiii'ricrs  reyoi't  wepkly  oertalu  iuroriiiBtion  on  tliEir  export  sales  unci  tliat 
llii-  Hi'imrtniint  imlillsli  this  iDfuriugtion  in  compilation  form,  TUe  Departmeot 
liiiiiKit  tfcnlty  tllKcimtinue  tills  weekly  monltoriui;  acllvitr. 

I.iist  Sept  I'D)  I  XT  the  l)ei)firtinent  iK^an  daily  monitoring  of  large  export  sales 
iif  liiiiiii.  soylifflns  and  meiil.  In  October  exporters  of  tliese  commodities  were 
iei|iifsli-d.  oil  II  volnutai-y  luisls,  to  obtnin  the  Department's  approval  of  these 
liiriti'  siiles  liefoif  completlnK  tiiera.  A  loo»e  form  of  monitoring.  It  was  designed 
tri  niinj  off  stn>iig  pressures  to  Impose  barsti,  mandatory  export  cootrols  on 
ujiricultiirul  I'Ommodlties. 

\\'i>  jire  sympathetic  with  your  view  that  this  latter  voluntary  program  Im- 
jilli's  u  restrk'ltnn  on  itotentlal  export  markets  even  though  it  does  not  atfect 
niniiiMl  fxiiort  trade.  It  Is  regarded  as  n  temporary  program.  It  may  hare 
sevvnl  its  iiinln  pui'iHKse  and  will  be  further  eased  or  discontinued  as  soon  as 
possible. 

Petze  B.  Padli.  Director 

Expnrt  Sales  Division, 
Conuneroial  Export  Programs. 
Soiiafor  Clark.  Tlie  next  witness  is  Maurice  Moffitt,  an  independent 
fiiinier  ivom  Colfax.  Come  right  on  down.  He  operates  a  1,200-acre 
finrii.  He  is  the  owner  and  operator. 

STATEMENT  OE  HAUEICE  MOFEITT,  COIEAZ,  IOWA 

Mr.  >[uFFiTr.  Tlianii  you.  Senator  Clark.  Indies  and  frentlemen, 
I  am  liappv  to  testify,  but  just  about  everj-thitig  I  wanted  to  cover 
Iiiis  alii';uiy  been  stated.  But  I  do  want  to  say  soinetliiiiK  about  this 
jTuiiiitoriiip  of  eK)>oi'tB.  I  feel  that  tliat  in  tlie  last  month  has  really 
drtcrionited,  I  am  for  removing  these  monitors.  And  I  would  like 
to  stn-  tliat.  we  have  a  lot  more  storapre  room  on  farms,  and  a  lot  of 
<nir  fjiiiners  could  take  care  of  2  years  of  crop.  And  that's  the  place 
to  store  it. 

AW  liave  been  com  producei-s.  and  soybeans  and  cattle  farmers. 
too.  We  have  lost  quite  a  lot.  "We  raise<l  some  purebred  hogs  and 
dairy  cattle,  too.  And  we  lost  half  or  more  of  our  costs  in  the  last 
coiiiile  of  years. 

Senator  Clark.  Let  mo  ask  you  a  question,  OK? 

Mr.  MiifiTiT.  Yes.  sir. 

Si'iuUoi'  Ci..\RK.  We  had  a  program  worker  talking  about  farm 
storage,  tlie  storage  on  the  farm.  We  had  a  progiani,  as  you  know, 
wlicre  we  liianedmoriey  to  farmers  to  buy  storage'^ 

Ml".  MoFirrr.  Yes,  sir. 

SoLiatnr  Clvrk.  Do  yon  think  that  program  has  outlived  ifs  use- 
fuhu'r'S.  or  .should  we  continue  that !  What  is  your  judgment  on  it? 

y\y.  MiitiriT.  Xo.  I  think  it's  a  good  program.  We  bought  beans 
umli  r  tliiir  i)iogiani,  and  wc  bought  dryers — I  did,  and  my  sons  did. 
They  o'.vn  the  farm  now  and  o^wratc  it.  And  I  don't  know  if  they're 
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all  paid  yef.  but  it's  been  a  gcx)d  propgram,  and  I  think  it  sliould 
continue. 

Senator  Clark,  And  I  gatlier  from  what  you  said  that  it's  your 
fjcneral  feeling  that  if  we  aie  going  to  have  grain  in  storage,  that  it 
should  be  kept  on  the  farm  and  managed  by  the  fnimei-s  on  the  faiins 
tlipmselvps? 

Ml'.  MdFFiTT.  Ves,  sir.  Tlien  if  they  get  in  need  of  the  grain,  in 
case  of  a  ci-op  fnihire  or  something  else,  tliey're  where  they  can  re- 
deem the  loan,  pay  it  off.  and  have  feed  for  their  lii'estock. 

Senator  (ri..vRK.  All  riglit.  We  appreciate  your  coming  down  from 
Colfax. 

Mr,  MoFFiTT.  Thank  you  very  much. 

Senator  Cl.\rk.  Tlie  next  witness  is  Morris  L.  Greenley,  Iowa  Soy- 
bean  Association,  from  Independence,  Iowa — over  in  my  neck  of  the 
woods — Rural  Route  3.  We  are  going  to  continue  to  go  through  tlic 
noon  hour,  because  I  know  there  are  people  here  who  came  to  testify 
and  doirt  have  a  lot  of  time. 

STATEMENT  OF  UOBRIS  I.  GBEENLEY,  DIBECTOB,  IOWA  SOYBEAK 
ASSOCIATION,  INDEPENDENCE,  IOWA 

Mr.  Gref.xlf.y.  Thank  j"ou  for  the  opportimity  to  appear  here  to- 
day. Tilings  have  been  going  different  ways.  As  I  see  it,  they  are 
.  tiyinp  to  think  of  all  the  new  npi>roaches  they  can  to  the  old  prol^lems. 

A  sliort  story  might  tell  liow  farming  is  tied  into  this  thing  today. 

Senator  Ci.ark.  Fine. 

>rr.  GiiEtTNT.Er.  I  would  like  to  t«ll  you  in  my  story  the  fact  and 
fiction  of  farming  today.  The  fact  is  that  I  order  my  tractor  a  year 
ahead  of  time,  with  no  guarantee  of  the  price.  It  did  come  within  15 
months,  hnt  it  had  a  21  percent  increase.  I  ordered  my  seed  well  in 
advance  with  no  guarantee  of  quality  or  price.  I  ordered  a  combine 
10  months  in  advance,  with  no  guarantee;  it  came  in  12  months,  with 
about  a  7  percent  increase.  I  ordered  my  fertilizer  10  months  in  ad- 
vance, with  no  (ruarantee  of  deliveiy  or  price.  Those  are  the  facts 
of  farming.  And  the  fiction  is  that  if  I  told  you  I  wanted  to  sell  my 
production  now  with  no  delivery  date,  no  guarantee  of  quality  or 
price — well,  my  point  is,  I  do  not  want  to  sell  my  grain  this  way. 

But  I  feel  vciy  uneasy  about  the  atmosphere  of  these  fluctnnting 
prices  lo  my  cmp.  I  sny  this  as  a  farmer;  I  fann  1,700  acres.  I  have 
a  little  statement  here  I  would  like  to  read. 

Senator  Ci.vrk.  Fine. 

Mr.  Gheexi.ey.  Iowa  farmers  have  long  shared  a  policj[  of  abun- 
dance, full  piodnction.  and  effectiveness.  They  believe  in  private 
enteipi'ise,  the  free  market  system,  and  that  the  success  or  failure 
of  a  f;irm  operation  lie  hased  on  its  merits  or  lack  thereof.  They  feel 
that  any  Government  program  slioukl  enhance  that  philosophy. 

Ill  turn  they  accept  responsibilities  to : 

1.  Continue  to  supply  a  dependable,  high  grade  product  to  the 
American  housewife  at  a  reasonable  price. 

2.  Offer  the  same  dejjcndable,  high  grade,  reasonably  priced  prod- 
uct to  oitr  overseas  buyers — without  the  threat  of  controls  or 
embargoes. 
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-".  Contimip  to  upprade  their  product,  their  effectiveness,  and  their 
oioraU  farai  operation, 

'Dii!  lowii  Soybean  Association  feels  that  in  order  to  insure  the 
<-ontinued  success  of  such  apliilosophy  the  Federal  Government  needs 
to  iidht're  to  tliree  basic  principles: 

1,  That  the  (loveniment  hold  no  grain  as  a  totally  owned  reserve. 

■2.  That  the  Government  impose  no  export  controls,  be  they  em- 
btiifioes,  strinppiit  monitoring,  or  cancellations. 

'■).  Tliat  file  (ivernment  uphold  the  principle  of  free  enterprise 
and  the  fi-ce  market  system. 

As  Iowa  fannei's,  we  feel  that  we  would  Hke  to  see  the  Federal 
(Toveniment  more  actively  involved  iji  two  very  vital  aspects  of  agri- 
<ultm-c.  In  order  to  cover  the  full  spectrum  of  the  agricultural  in- 
dustry, tlie  Government  should  increase  funding  for  soybean  re- 
st-arch and  for  overseas  market  development. 

liy  matching  existing  State  and  third  party  funds  in  soybean  re- 
search, the  Government  couhl  accelerate  yield  potential,  reduce  loss 
by  disease,  and  bolster  pioduction  wliile  effectively  reducing  tlie 
overall  per  unit  <'ost. 

By  contiinied  or  inci'easetl  fmuling  to  the  Forei^i  .Agricultural 
Service,  along  with  State  promotion  funds  and  third  party  funds, 
tlie  F-edei-al  (Joverament  can  help  create  overseas  markets  for  the 
American  fiinner,  'Diis  constant  expansion  and  maintenance  of  our 
muikets  is  coiiHidoix'd  by  all  as  our  primary  objective. 

Senator  Chrk.  That's  a  good  statement.  In  reference  to  your  last 
statement  alwut  ovei-seas  sales,  I  visited  the  Soybean  Association's 
ollices  in  Tokyo,  and  I  tliiuk  they  do  an  excellent  job  there.  They  are 
developing  a  lot  of  new  ways  of  using  soybeans  and  so  forth. 
Tliey  are  doing  an  excellent  job  in  Japan.  I  have  just  two  or 
three  questions  that  come  to  mind,  particularly  with  regard  to  soy- 
Ik'hus,  There  has  been  a  lot  of  discussion  here  today  about  over- 
jH'oduction,  the  feat-  of  overproduction,  for  all  of  the  reasons  that 
ai^'  clear  to  all  of  us,  I  think.  Is  that  a  possibility  in  soybeans?  Couhl 
you  discuss  that  a  little? 

Mr.  Grkkxley.  Well,  in  my  own  opinion  it  is  a  possibility.  But  as 
we  have  stated  hert^  we  feel  that  demand  can  ward  off  this  possibility. 

Senator  Clark.  If  we  can  develop  the  markets? 

Mr.  Grebxlkt.  Kight. 

Senator  Ciark,  You  think  that's  the  best  solution — you  can  sell  it 
at  a  price  whei-e  you  can  make  a  profit? 

Mr.  Green-let.  Right- 
Senator  Clark.  Xow  the  second  question,  should  we  have  a  loan 
on  soybeans  i 

Jlr'.  Greexlky.  Well,  if  we  must  go  to  the  loan  target  route,  we 
feel  that  we  should  be  cognizant  of  tlie  fact  of  the  cost  of  production. 
Other  than  that 

Senator  Ckark.  Do  yon  feel  strongly  one  way  or  the  other  about 
w  hether  you  want  a  loan  program  at  all  ?  That's  what  I'm  asking. 

Mr.  Greenlet.  We  don't  see  the  need  of  a  loan  program. 

Senator  Ci.ahk.  For  soybeans. 

y\r.  Gkekxlet.  Right. 

Senator  Ct-ark.  But  if  you  went  to  soybean  loans,  you  would  like 
to  sec  tlie  level  established  at  about  the  cost  of  production? 
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Mr.  (trf.exi.ky.  Yes. 

Si'iirttor  Ci^uiK.  WheiT  do  you  live  in  Iiidt-pendcnw ? 

y{r.  (rRKKNi.yv.  Soutli,  about  5  miles. 

Sfnntor  Oi-ark.  That's  down  toward  Brandon?  Op  by  Rowlpy) 

'S\y.  (iRKKNTKY.  Wp  Hvo  l>etweeii  Indepondpiice  and  Rowley,  yes. 

Senator  Clauk.  Thank  you  for  coming. 

Mr.  Gbkkxi,i:v.  Thank  you.  Senator,  for  your  time  and  for  your 
olivioiis  infiTPst  in  our  problem. 

Senator  Ccark.  Tliank  you.  Wc  will  take  about  a  H  minute  recess. 
■\Vr  want  to  ^ivp  every  single  person  who  wants  to  testify  an  oppor- 
tunity to  do  so, 

r  A  shoi-t  recess  was  taken.] 

Senator  C'l-miii.  WeU,  we're  back  at  fnll  strength.  We  will  go 
shfiiglit  tlironph  for  the  remainder  of  the  day  with  the  witneeaes  wc 
have. 

I  niiglit  just  say  by  way  of  summary  at  this  point — and  Mr.  Clark 
will  Ik>  onr  next  witness — but  I  think  we  have  had  some  very  inter- 
esting testimony  here  today.  AVe  have  seen  a  number  of  illustrations 
here  of  different  ai'cas  of  the  disaster  provisions  of  the  Farm  Act. 
"We  have  showii  some  weaknesses  in  the  way  in  which  they  have  been 
implemented,  and  in  the  provisions  themselves.  And  I  think  that  it's 
deal-  that  they  warrant  another  look  by  the  Senate  Agriculture  Com- 
mittee and  Congress  gf^nerally.  and  the  administration,  in  terms  of 
carrying  out  those  provisions. 

T  think  we  have  seen,  certainly,  a  number  of  reactions  here  about 
the  reserves.  That  clearly  is  one  of  the  most  controversial  issues  in 
modern  agrieultm-e.  Many  jwople  have  been  greatly  opposed  to  the 
idea  nf  i-eserves.  and  othei-s  ha^-c  addressed  themselves  to  where  a 
rcsei've.  if  iieces.sary,  should  l)e  located. 

Some  have  advocated  no  export  controls,  others  have  talked  about 
wheT-e  stomge  might  l»e  kept  if  the  reserve  is  indeed  necessarj'  in  this 
country.  Many  think  it  should  be  kept  on  the  farm  in  grain  bins 
owned  by  the  farmei-s. 

Target  prices  seem  to  be  one  of  tlie  most  misunderstood  aspects  of 
this  fiirni  bill,  and  there  has  been  a  gi-eat  deal  of  conflicting  testi- 
mony about  wliether  people,  even  want  to  keep  the  target  price,  some 
do.  Honie  do  not. 

And  there  lias  been  universal  concern  about  the  loan  rates,  that  we 
slinnid  keej)  a  loiui  program,  that  we  should  not.  Bat  the  real  ques- 
tion that  is  before  this  committee  as  we  go  on  and  write  a  bill  this 
next  month  to  month  and  a  half,  is  wTiat  the  level  of  the  loan 
price  should  Ije.  I  take  it  from  most  of  the  people  that  have 
testified  here  today,  that  most  people  feel  it  ought  to  be  about  Hm 
cost  of  production.  Others  feel  almost  equally  strongly  that  there 
ought  to  be  9  cost  of  production  loan  rate  plus  a  fair  profit.  I  think 
that  gets  us  down  to  tne  basic  question  of  what  ar©  those  levels,  what 
should  they  be. 

AVith  that  summary,  let  me  go  on  to  the  next  witness,  Glenn  "Willett 
Clark,  professor  of  law  at  Drake  University.  He  will  testi^  with  re- 
gaitl  to  the  commodity  loan  program  and  he  is  an  expert  in  this  area. 
I'l-ofessor  Clark,  we  arc  happy  to  have  you  here. 
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STATEMENT  OF  GLENN  WILLETT  CLAKE,  LAW  f  B0FES80R,  DBAXE 
UNIVEBSITY  LAW  SCHOOL,  SES  MOINES,  IOWA 

ill-.  Clakk.  I  suspect,  Senator,  that  I  will  have  to  immediately  issue 
a  disclaimer.  I  am  a  lawyer  only  at  a  vocatiooal  level,  but  somehoTT 
tlie  lawyers  always  seem  to  get  into  everything. 

Senator  Clark.  That's  true. 

Sir,  Clark.  Yea,  it  is.  My  concern,  however,  with  what  is  happening 
on  the  farm  scene  is  bom  of  perstmal  experience.  First  of  aU,  I  was 
lx)rn  and  raised  on  a  farm,  and  the  strongest  and  most  lastiiig  feelings 
I  liave  aie  born  with  that  experience.  They  are  bom  of  the  feding 
that  the  modem  farmer  is  producing  much  more  than  com  and  soy- 
beans and  cattle,  I  believe  it^s  still  true  that  he  is  a  producer  of  people 
of  character. 

We  are  not  alone  in  believing  that  there  is  a  crisis.  Yesterday  the 
Wall  Street  Journal  reported  m  the  following  terms:  Farm  prices 
fell  by  i%  in  montli  ended  on  February  15,  Uiat  was  the  headline. 
It  i-cad :  »  1 

I'rk-cs  r.inin'rs  rcpplvwl  for  tlicfr  cri'iw  and  livestock  fell  a  sharp  four  per- 
I't'iif  In  tlie  uiontli  enrtwi  Kelimnry  15,  the  fourth  nioutbly  drop  In  a  row. 

C'niitriliiitiiiK  most  to  the  decrease,  the  Agriculture  Deinrtmeut  said,  were 
I'liviT  iiriits  for  eottoii,  corn.  i^oylieauM,  oattle,  wlieat  and  egga.  Higher  pricen 
\n'i-e  |H>sle<l  for  tiiiiiHtops  and  sweet  corn. 

Itur  'iflii'inis  Ktuted  that  the  retail  prices  will  rise  at  hlKli  rates  throucli  the 
first  hnlf  of  tlip  yenr,  at-  the  cost  of  lalior.  enerity  and  pa<'ltaKiniB[  after  the 
products  leave  the  fann  is  contiuniug  increaneB.  Farm  prices  have  lieen  de- 
I'liniiiK  liecaiisi'  of  weakened  demand,  much  of  it  due  to  Mie  recesmiou  and  to 
(■^IM■^■latl<nlK  of  i-ecnrd  crops  tiiis  summer. 

The  ABrii-nItTirp  Department's  index  of  prices  paid  liy  farmers  for  com- 
iiiiHlities  and  nervlceu.  interest,  and  taxes  and  wages  was  iiuchaneed  in  the 
liitest  mouth.  Tiie  parit.v  ratio  dropped  to  69  from  a  revised  71  at  mid-Jaunary. 

Mr.  Cr..\RK.  Xow  that  is  the  part  that  interests  me.  Prices  have  al- 
icndy  declined  due  to  expectations  of  record  crops  this  summer.  Now 
this  is  the  nature  of  organized  commodities  markets,  that  they  dis- 
count well  in  advance  anything  and  everything  that  is  expected  to 
occur.  Tlie  other  testimonj-,  of  many  that  I  have  listened  to  hers  this 
nioniinff,  pives  the  feeling  that  what  has  happened  in  the  aftermath 
of  a  program  of  attemptmg  to  place  price  controls  on  red  meat,  or 
jilfciripting  to  monitor  exports,  and  to  take  control  thereof,  is  testi- 
inonr.  if  you  want  it,  of  a  practical  nature,  to  this  truth.  This  price 
contio!  program  entered  into  a  perfectly  functioning  market  which 
bcnelitod  the  farmers,  and  provided  regulation  which  was  nothing 
mine  than  a  cardinal  crime  against  the  interests  of  the  American 
fiinner.  Xow.  happily  this  is  one  area  of  the  law  and  of  commerce 
wlicic  T  can  f  ruthfullv  see  the  benefits  to  both  farmers  and  consumers. 
Till"  futiiic  market  (foos  contribute  to  greater  stability  of  producers, 
it  docs  contribute  to  lower  processer  margins.  It  is  to  the  advantage 
nf  tho  consnmpr.  But  its  integrity  should  be  protected.  Now,  I  sup- 
]insf  it  is  the  nature  of  academia  to  ask  some  unthinkable  questions, 
and  \pntiiie  some  unthinkable  thoughts.  One  of  them  has  been  talked 
about  in  the  journals  for  about  20  years  now.  It  is  this — and  I  don't 
know  that  the  time  is  yet  ripe  for  considering  this  alternative,  but 
1ft  us  get  it  out  on  the  public  marketplace  for  ideas.  Naturally  if  we 
(lo«iic  to  linvc^and  we  do— some  underwritfing  of  the  minimum  sums 
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to  be  rocoived  by  fafniers.  in  temis  of  price  supports,  is  it  possible  that 
wc  !ia\-e  been  doing  it  all  wron^  for  40  years*  Is  it  possible  that  we 
Ideally  can't  do  this  by  attempting  to  intervene  in  the  cash  markets. 
I>oes  thei-e  exist  that  po^bility  mat  goremment,  in  pursuit  of  this 
objective,  should  instead  intervene  in  the  futures  markets  f  I  have  no 
answer  for  that,  I  simply  know  it  should  be  explored.  The  theoretical 
jjossibility  does  exist. 

As  many  of  you  can  and  have  told  us  here,  there  is  a  terrible  prob- 
lem in  agriculture  today  with  the  supply  of  cash.  Now,  farmers  arrai't 
coinp  to  shut  up  shop,  and  Secretary  JSutz  go  o£E  to  Xausau  or  the 
Ilahanias,  or  wherever,  because  the  price  of  grain  in  one  year  dropped 
below  tlie  full  average  cost  of  production.  If  the  farmer  can  meet  out- 
of-pocket  expenses,  production  of  grain  and/or  livestock  goes  on  up, 
but  wliat  is  happenuig  is  an  erosion  of  the  productive  capital  base  that 
you  have  had.  We  are  told  that  our  utilities  are  suffering.  That  is 
tnie.  They  are,  temporarily,  and  we  will  have  to  pay  higher  rates  to 
build  and  prepare  for  the  production  of  electricity,  but  food  is  given 
hardly  any  thought.  Programs  are  initiated  without  thought  to  the 
preservation  of  the  land  used  for  the  planting  of  the  indispensible 
acreage,  irreplacable  farmland  that  produces  food  for  this  country 
and  for  tlie  world. 

One  veiy  impoi-tant  development  in  the  last  year,  for  which  Sen- 
ator C'lark  should  claim  full  credit,  but  probably  does  not,  is  the  en- 
nctment  of  the  Commodity  Futures  Trading  Commission  Act  of  1974. 
This  was  passed  by  Congress  over  the  unwillingness,  really,  of  the 
administration  and  the  minority  party.  I  should  say  that  I  am  a  reg- 
istered Kepublican,  and  I  formerly  served  in  the  State  government  of 
this  State,  but  I  guess  it  goes  without  saying,  let  credit  he  given  where 
credit  be  due,  1\Tiat  is  hapjpening  now  is  perhaps  vei-y  far  removed 
from  yonr  present  concern,  out  it  seems  to  me  it  is  of  great  importance 
and  needs  attention.  You  know.  I  am  sure,  from  your  experience,  that 
one  agency  says  one  thing  and  another  agency  says  another  thing. 
Kight  now  we  have  got  a  good  deal  of  conflict  in  that  regard  with 
i-efereuce  to  the  Commodity  Futures  Trading  Commission.  It  is  due 
to  the  efforts  of  Senator  Clark  and  others  that  the  Commodity  Fu- 
tures Trading  Commission  is  now  being  created,  but  the  White  House 
rontinnes  to  dillydally.  Formal  nominations  of  tlie  Conmiissioners 
havo  not  Iwen  made,  and  we  ai-e  looking  at  a  necessary  implementation 
by  April  21.  Will  someone  get  the  show  on  the  road?  In  the  meantime, 
the  Scrui'ities  and  Kxchange  Commission,  apparently  having  nothing 
ln'tter  to  do  with  their  staff,  has  entered  the  commodities  fray.  "ITie 
aigiunent  Iwing  that  if  you  buy  and  sell  bags  of  silver  coins,  that  is 
a  security.  Most  of  us  would  think  of  it  as  a  commodity.  The  SEC 
says.  no.  tliere  is  more  than  a  commodity  being  exchanged,  because 
some  dangpi-  exists  that  the  vendor  will  write  a  rubber  check.  Well 
gentlemen  and  ladies,  if  that  is  the  criteria,  I  take  it  that  American 
Beef  i?  an  issuer  of  a  securitv,  and  they  can  sell  this  security  to  ^ou 
ifgiiftored  or  unregistered.  Bluntly  put.  this  is  not  what  the  securities 
lawH  lire  all  about.  And  wliat  is  the  SEC  doing  in  restraining  activ- 
itip.s  ill  ctuuiDodities  markets  when  it  certainly  has  plenty  to  do  in  high 
linti'U'e.  Ij't  us  i-ojuvonate  the  commotlities  market,  for  the  protection 
of  tit!'  American  commodities  producer,  msirket  participants,  and  this 
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I'.S.  agency's  own  independence — tlie  independence  and  integrity  of 
tlu^  Commodity  Futures  Trading  Commission. 

Henator.  those  of  us  in  the  academic  community  who  have  followed 
your  ctforts  thuiik  you,  and  we  are  grateful  to  you  and  to  your  constit- 
uents for  the  knowledgeable  and  intelligent  support  of  the  schema 
of  commodity  futures  market  regulation,  not  yet  oom,  which  depends 
n  gicat  deal  upon  your  good  will  if  it  is  to  do  what  it  was  intended  to 
do. 

Senator  Clark,  Thank  you  very  much,  Mr.  Clark.  I  think  ^our 
]ioiiit  is  woll  taken  that  we  have  to  get  the  Conmiissioners  appointed 
ui  tin'  Commoditv  Futures  Trading  Commission,  because  that  law  is 
lUioiit  to  go  into  effect,  and  for  reasons  that  are  not  at  all  clear  to  me,  we 
liEivo  not  had  the  appointment  of  the  Commissioners  yet.  It  is  going 
to  have  a  much  greater  impact  than  many  people  might  imagine,  be- 
cause it  is  desirable  that  that  act  be  implemented. 

.Tiick  Sutherland  of  Gilman.  Jack,  are  you  here?  Come  right  on 
down.  Xow,  there  is  a  law  against  giving  politicians  gifts.  It  is  a  new 
iaw  we  jjassed. 

STATEUEKT  OF  MCE  SUIHERLAin),  0ILHAN,  IOWA 

Mr.  Sm iEKi.AXD.  Is  there  a  law  against  them  giving  me  a  gift? 

Sr-nator  Ci-mik.  Xo,  I  don't  know  of  any.  You  proceed  in  any  way 
you  think  appropriate, 

Mr.  Si"riiKRr.,\xD,  I  can  remember  1929-30,  there  were  horses  to 
fani!  with.  Iwcause  tractors  had  to  set  up  in  the  shed  for  lack  of  gas — 
and  Kockefeller  didn't  furnish  my  gas  and  that  could  verj-  wellliap- 
jx'ti  against  this  year,  I  can  i-ememlKr  1934  whpn  Roosevelt  got  farm 
prartires  s^tarted,  and  started  the  ever  norma]  granary.  Is  surplus  a 
iiad  tiling^  Corn  sold  for  about  $1  in  193fi,  and  factory  wages  were 
.foniething  like  .HO  cents,  and  the  factorj'  worker  never  complained, 
ami  tlioy  ha^e  been  benefited  by  so  many  of  the  things  we  hare  done. 
But  iust  look  what  happened,  the  farm  surplus  was  carried  to  the 
front  page  of  the  papers  day  after  day,  and  year  after  year.  In  1945 
tlie  Chamber  of  Commerce  got  into  tKe  national  headlines  by  saying 
l>low  under  ')0  percent  of  the  farmers.  They  were  plowed  under  even- 
tually Sii  percent.  Still,  surplus  is  a  dirtv  word.  I  can  talk  more  freelv 
now  that  tlie  cameras  are^ne.  And  I  forget  some  things  to  say,  so  I 
broujiht  along  a  few  reminders.  I  want  to  show  you  what  is  wrong 
with  the  farmei-s.  The  city  people  can't  understand  our  problems,  so 
tliev  turned  around  and  gave  Nixon  a  landslide.  So  we  didn't  get 
iiliead  of  them  that  time,  certainly.  But  you  have  heard  today  where 
«!■  iuv  j^'oing  to  fight  with  each  other,  and  we  are  not  going  to  stick 
toiTitlier.  But  now  we  have  our  own  organizations  against  us.  Here  is 
tho  world  price  of  irrain,  Tliis  is  the  Common  Market  in  Europe. 

Sinntoi-  Cr.Ai;K.  Common  Market  prices  for  the  record,  let  me  say, 
fiitlle  is  SD.'i,  corn  S5  a  bushel,  beans  $8  a  bushel. 

yiv.  SrTcrKni.AND.  And  they  make  up  the  diftercnce,  like  the  price 
of  raltie  in  Canada,  they  have  $50  cattle;  the  packer  pays  $40,  the 
jrov  eiKHn-nt  pavs  $10.  to  make  up  the  difference,  and  there  is  not  much 
ti'lkiii^T-  Xi'w  York  housewives — we  don't  care  what  happens  to  you 
i'iinnivs.  because  these  poor  starving  people  in  the  city  have  got  to 
imvi'  food.  DuriniT  a  question  and  answer  period  at  a  meeting  I  was 
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nt.  I  listened  to  miioli  of  what  was  saiii  for  you  poor  people  in  New 
York  City,  as  you  liave — but  how  do  tou  help?  lou  had  the  pleasure 
of  voting  the  richest  man  in  the  world  for  governor.  Didn't  that  make 
nny  dtffen'uce.  Kenlly,  the  cattleman  is  the  lowest  paid  man  today. 
Tliat  cattleman  has  survived  despite  everything.  iTiey  say  there  is 
no  subsidy  on  imported  beef,  bring  that  beef  over  here  and  sell  it  for 
Imlf  of  wfiat  a  beef  here  would  cost,  and  I  have  tried  for  2  years  to  j^t 
CoHfrress  to  try  to  investigate  that  subsidy,  but  Butz  has  immunity. 
Tliere  lias  been  no  oTitsider  that  liad  any  clout  in  Congi-ess,  as  I  can 
i-emember.  imtil  just  lately.  Xow  we  have  a  woman.  If  the  farmers 
wonld  just  get  together  and  liire  Fanny  Fox  as  a  lobbyist 

Senator  Clakk.  She  has  n  job.  doesn't  she* 

Sir.  .Si"TiiKRi_\xD.  Well,  it's  just  to  pay  the  other  guy-  So  I  want 
to  end  up  with 

Soiiatoi'  ("i.AKK.  Xow.  I  hate  to  interrupt  you 

Mr.  SiTirEKi.AND.  You  haven't  interrupted  me  yet.  How  long  does 
that — if  Sixou  takes  the  imj>ort  <|uotas  on  of  beef,  is  it  still  in  foi-i-e? 

Senator  ('i,aiik.  State  tlmt  again. 

ill-.  SiTiiKiir,AM),  AVcll,  Nix<»n  took  the  taiiff  off  tJie  bet'f  a  year 
and  a  half  ago.  and  it  is  still  in  effect.  Whv  wmtldn't  that  stop  after 
he  left  office '. 

Senator  Clark.  Well.  siK-aking  legally,  when  one  Pi-esidt-nt  leaves 
office,  it  doesn't  necessarily  mean  that  the  policies  he  made  go  with 
him.  That  is  up  to  tli<'  President.  In  other  words,  there  is  a  concei-ted 
effort  on  the  part  of  the  President  to  continue  those  piogranis, 

Mr.  SinuKHi.Axn,  Why  can't  Congi-ess  stop  that? 

Senator  Clakk.  Congiess  could,  if  we  could  get  TiO  percent  to  sign 
it.  They  can  do  anything  as  long  as  it  is  consistent  with  the  adminis- 
tration. Under  existing  laws,  the  Pi-esident  is  given  certain  authority 
to  raise  and  lower  within  the  hiw,  and  that  is  what  has  liappc-ned. 
But  certainly  Cougi-eHS  could. 

Mr.  Si.-TiihUti..\Ni),  Now,  Congivss  says  wc  are  going  to  stop  that 
authority. 

Senator  Ci^\hk.  The  authority  on^ — — 

Mr.  Si'THKiu-ANi).  On  a  lot  of  things,  ospecially  the  impounded 
funds. 

Senator  Ct-Min.  Vcs.  that  is  tnie,  and  that  has  Wen  continued. 

Mr.  SirniKRi-ANii.  And  i  wondered  about  the  4  billion  that  went 
for  the  hot  lunch  )»nigrani 

Senator  Cr^viiK.  Koi-ty  million  doUai-s. 

Mr.  Si^TirKui-AND.  Four  billion  dollai-s  for  hot  lunch  and  $4  billif>n 
for  food  stamps. 

Senator  Ck\rk.  Fcmi'  billion  ilollafs  this  year  I 

ilr.  Si'TiiKKi.A>-i>.  I  don't  know,  sevenil  years  ago.  I  guess.  Any- 
way, the  budgets  to  the  land-grant  colleges  this  year  was  increasi'd 
another  ^.'lO  million,  nuiking  it  one-half  i>illion  dollars,  while  every- 
thing the  farmer  has  was  canceled.  And  now  they  got  another  $S0 
niilli'm.  In  oilier  words,  today  the  Agriculture  Department  is  the 
\o.  1  eiieniv  of  the  farmer,  aiid  the  \o.  1  starter  of  the  depi-e.^sion. 
Will  Itwkefeller  put  a  tiger  hi  my  tank  when  I  go  out  to  the  field 
this  spring^ 

Senator  Ct-ahk.  I'll  see  him  tomorraw  and  I  will  ask  him.  Thank  you. 

The  next  witnesrs  is  Raymond  Heck,  farmer  from  Perry,  Iowa. 
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STAIEUENI  OF  BATUOHD  H.  HECK,  PERRY,  IOWA 

^[r,  Hkik.  I  am  ^lad  to  get  the  opi>ort unity  to  speak,  and  I  am 
f:lail  u*'  hiivi'  HO  many  opinions  in  the  audience  today.  Some  I  agree 
witii  u!i(l  some  I  don't.  But  I  am  kind  of  disappointed  that  you  don't 
havf  ii  hijTfU'r  ci-owd.  I  was  at  a  local  meeting  last  night  that  had 
scvfiiil  Inindi-ed  in  attendance.  The  fainiei-s  wanted  to  do  something 
ahoiit  rutting  pi-oduction  this  year.  But  that  is  not  what  I  am  lie^ 
alKMit  today. 

I  am  strongly  against  the  embargoes  and  the  export  monitoring. 
"Wc  have  truth  in  lending  and  consumer  protection  agencies ;  but  what 
I  think  we  need  now  is  truth  in  Government.  We  have  this  export 
nujnitoring.  Officially  you  were  allowed  to  sell  100,000  tons  a  week 
to  a  foioi^rn  customer  or  half  of  that  amount  a  day  for  days,  as  long 
as  it  didn't  exceed  that  in  a  week  when  this  was  fii-st  instigated,  but 
tliat  didn't  sewn  to  bi^  the  case.  If  this  was  carried  out  as  it  was  stated 
imMicly  to  us  farmers  our  markets  today  would  be  similar  to  what 
llicy  wcie  then.  Maybe  higlier.  I  talked  to  a  foi-eign  yrain  buyer,  and 
ln'  tells  me  they  would  gladly  buy  more  grain,  but  the  problem  is 
(jiir  yovi  Tiiineiit.  not  the  price  that  they  have  to  pay.  They  wanted 
to  buy  a  specific  amount  of  grain,  which  was  the  normal  annual 
liiriHv  for  tliem.  TIie,y  made  their  tender  in  the  usual  way.  I  saw 
tiiis  lonif  over  the  ticker  tape.  Tlie  next  day  it  came  over  the  tape 
that  they  deferred  and  only  took  half  of  what  they  intended  to  bny. 
llf  told  me  they  didn't  take  that  half  because  thoy  didn't  want  it. 
but  l)vi-;:use  our  (jovcrnment  told  them  tliat  was  all  they  were  going 
to  jL't't.  If  this  export  monitoring  thing  was  working,  like  we  farmers 
are  being  led  to  believe — thej'  could  corfie  in  evei-y  week  and  buy  a 
small  amoTuit,  but  yet  he  tells  me  they  can't  buy  any.  We  have  a  few 
larirc  grain  companies  that  control  all  of  the  sales.  It  goes  through 
tlicm,  bi'Ciiuse  they  liave  the  license.  All  right,  naturally  this  one 
liiiyir  is  jroing  to  tell  this  grain  company.  I  can't  buy  this  grain  be- 
rausc  your  government  won't  let  me,  but  the  thing  is — they  ai-en't 
goin^  to  tell  the  farmei-s.  the  only  people  that  know  is  that  buyer  and 
tliat  yrain  company.  Okay,  ao  this  grain  company  knows,  and  after 
this  liappi-ns  once  or  twice,  they  know  this  market  isn't  going  to  get 
alJM'.  so  they  can  set  up  thei-e  and  keep  driving  prices  down  on  the 
Imiird  of  trade,  beciiuso  they  know  there  isn't  a  cliance  for  i-ebound. 
I  am  talking  particularly  about  corn  now,  but  I  think  it  has  hap- 
pcncil  ill  all  commodities.  We  ai^e  working  on  the  wrong  angle  here. 
Just  think  of  the  profits  that  were  probable,  and  probably  were  made. 
If  it  is  like  I  think  it  is  this  should  be  investigated.  It  is  the  Senate's 
place  to  do  that.  We  have  got  to  do  away  with  this  monitoring  system 
altogclhci-.  It  is  our  State  Department  that  controls  it,  and  we  are 
jiisl  hii-kiug  at  the  wi-ong  guy  when  we  go  after  Secretary  ButE.  We 
fai!iiii?i  havi'  spout  our  money  freely  to  purchase  the  thing  we  need 
to  Mrodiicc.  AVe  pay  dearly  for  the  things  we  buy.  We  were  guaran- 
fi'i'd  a  ficc  market,  and  we  took  our  chances,  but  we  didn't  know 
tli;it  --viicii  wi'  chanced  it  that  they  were  going  to  change  the  rules  in 
the  iiirddje  nf  the  game.  It  takes  a  lot  of  time  to  set  up  somethint; 
iiuil  y';u  just  can't  change  your  plans  every  few  months  in  agricnl- 
ture.   I  am  t'oi-  free  iigrtruUure,  and  I  think  if  they  would  truly  let 
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this  1)0.  ami  sell  this  foml  on  an  open  market,  that  we  can't  produce 
11  smi»liis  for  an  extended  time.  We  might  occasionally,  hut  overall 
wo  would  all  be  better  off  if  we  would  stop  trying  to  legislate  the 
jH-ofits.  True  supply  and  demand  will  take  care  of  the  whole  thtnj;, 
I  think.  I  am  not  talking  about  just  experience  in  my  own  neighbor- 
hood. I  have  been  on  practically  every  continent.  This  is  just  my  per- 
sonal oliservation,  and  T  have  spent  a  lot  of  time  going  out  and  talk- 
ing to  a  lot  of  farmers.  T  firmly  feel  that  we  could  survive  on  a  oiien 
market.  We  can  produce  grain  cheaper  than  anywhere  else  in  the 
world.  So  I  think  that  these  export  controls  should  be  lifted,  I  heai-d 
on  this  moi-ning's  radio  that  they  were  considering  relaxing  tho  con- 
trols a  little  more  in  a  few  days,  but  jnst  relaxing  them  isn't  going 
to  ilo  us  any  good.  This  is  wliat  wc  hear  publicly,  and  Itehintl  our 
backs  they  are  saying  to  our  foreign  buyei-s.  yon  ai-e  only  going  to 
get  so  much.  I  would  like  to  know  why  these  big  grain  companies  ai-e 
entitled  to  know  in  advance.  "We  fai-mers  ai-e  sitting  back  iiere  hold- 
ing on  for  a  market  that  isn't  there.  bex!anse  we  haven't  been  in- 
formed. These  grain  companies  know  that  their  foreign  customcTS 
are  not  going  to  get  their  wants.  The  demand  is  there,  but  if  this 
monitoring  system  continues,  even  for  2  or  3  months  mon*.  I  think 
that  we  are  in  trouble  pricewise.  I  don't  think  we  need  a  farm  pro- 
gram. The  i)nce  is  low  enough  now  that  the  people  can  buy  at  a 
reasonable  price.  Maybe  it  won't  go  back  to  where  it  was.  liut  there 
is  a  demand,  and  I  am  sure  of  that,  and  I  am  willing  to  lake  that 
gamble. 

Senator  ('i..\]iK.  \  lot  of  people  don't  realize  tho  degi'ee  to  wliich 
we  are  dependent  upon  those  export  sales.  I  think  soybeans — some- 
thing like  T-l  percent  of  all  our  soybean  production  is  sent  over-seas, 
6()  i)ercent  of  all  our  wlieat.  30  pei-cent  of  all  our  corn.  We  are  vcrj- 
interested  in  maintaining  good  relations  with  our  export  buyers, 

Mr.  Hetk.  I  think  it  is  stupid.  We  are  supposed  to  be  tlie  richest 
Xation  in  the  world  and  we  seem  to  think  wc  have  to  have  the  cheap- 
est food.  I  don't  know  why  we  can't  compete  with  the  world.  AVe 
compete  for  eveiything  we  buy  to  pi-oihice  a  crop.  T  can't  see  why 
we  neetl  (Jovernment.  The  more  we  can  keep  Government  out  of  this, 
the  clK'apci'  we  can  jnoduce  the  foo<i  for  the  ivst  of  the  world. 

Senator  Ci.akk.  I  think  the  part  of  your  statement  that  we  haven't 
heard  discussed  heif  today  before  is  well  taken,  about  the  question 
of  the  nonagricnltural  departments  of  government  prevailing  in  the 
export  monitoring  and  other  export  controls,  I  think  that  is  quite 
true.  I  think  the  State  Department  has  i-eally  become  the  predomi- 
nant party  in  (hat  Kituation.  It  is  true  not  just  in  food, 

Mr.  IlKcii.  Xo.  it  is  everything. 

Senator  Ci_\itit.  Tt  may  well  he  that  it  is  ^ust  the  force  of  strength, 
or  i>ersonnel,  or  wliatever,  tho  present  Secretary  of  State,  but  we  see 
it  in  a  nnmber  of  areas,  and  wo  see  it  in  the  world  foofl  situation,  and 
it  seems  to  me  that  tliat  fond  policy  is  very  much  geared  fo  our 
foi-eigu  policy.  This  is  all  tied  into  what  the  agriculture  is  doing. 
We  injike  ci'itain  friends  niui  enemies  witliin  the  policy  structures, 
anil  we  :-lioiild  iuue  the  intei'ost  of  agriculture  nocessarilv  prevalent 
in  that.  We  know,  ioy  example,  when  those  export  controls  were  put 
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oji.  it  is  my  i-ocolloctioii  at  imy  rate,  that  the  Seciftaiy  of  the  Trnas- 
iMT  was  called  in.  ami  tlie  Secretary  of  State,  and  the  Secretarj-  of 
.\jf'''^'il*i'"<'-  And  any  of  those  combinations  tliat  we  have  seen  in 
go\'criiment,  tlie  Secretary  of  State  tends  to  prevail.  Aiid  that  is  true 
even  in  oil,  but  wo  aro  not  here  to  discuss  oil  totlaj',  bnt  it  is  the 
Siinic  thinff. 

Mr.  Heck.  I  am  not  here  accusing  anybody  of  any  wronjidoing. 
lint  tlie  yruin  cnitipanies — and  I  know  that  this  is  only  huiniui 
nutiire — conid  drivo  that  price  down  and  fill  their  pockets  with  m 
(Jovcrmnent  guarantee  that  exports  would  not  be  allowed  to  aceumu- 
hite  to  the  1  billion  "OD  or  400  million  bushels  that  was  booked.  There 
WHS  a  iK)ssibility  of  this  happening,  Tliis  is  the  thing  that  isn't  right. 
The  whole  population  should  have  had  access  to  tliis  information, 
Xot  just  a  selected  few.  We  have  held  our  crops  on  the  Government's 
word,  and  the  Government's  ivowl  isn't  what  it  was  supposed  to  be. 
If  the  export  controls  are  allowed  to  continue  as  tliey  are  now  the 
(iovoniment  should  take  control  of  the  grain  companies  or  at  least 
limit  them  to  a  normal  profit  on  what  grain  they  sell.  I  am  not  advo- 
liitiu"  that  the  Government  should  take  control. 

Seiuitor  Cl.mik.  Thank  you  very  nmch,  wc  appreciate  your  com- 
ments. 

Mr.  ITwK.  Thank  you. 

Sciijifor  Clark.  The  next  witness  is  Roy  Bardole. 

STATEMEirr  or  rot  bardole,  RIPPEY,  IOWA 

]Mr.  Harkolk.  Senator  Clark,  I  don't  wish  to  consume  a  lot  of  time. 
T  wonld  like  to  say  some  things  that  those  who  came  with  me  today 
iviintcd  to  say.  ^Vc  ai*e  also  very  stitingly  opposed  to  the  embargo. 
A\'e  an:  strongly  opposed  to  United  States'  held  grain  reseri-es,  Gov- 
ernment held  giain  reserve,'',  and  we  are  also  opposed  to  target  price, 
too.  Right  now  in  the  situation  today  we  an^  asking  one  segment  of 
agriniltni-e  to  subsidize  another  segment  of  agricultui-e,  and  that  is 
tlic  siil)sidixing  of  the  cattle  industry.  It  isn't  right.  It  isn't  juPt,  We 
bavi'  hi'iird  a  lot  of  testimony  one  way  or  the  otlier.  and  if  loans  are 
nijidc.  I  \  cry,  very  strongly  feel  that  the  loans  on  the  grain  sho\dd  be 
on  iveourse  basis,  and  not  along  the  noni-ecourso  basis  lines. 

There  are  three  other  points  I  would  like  to  make,  too.  1  fee!  vei-y 
strongly  that  oiii'  grain  gradiiig  standai-ds  need  to  be  reas-sepsed  and 
I'cniade,  These  are  some  of  the  things  I  take  a  Iwating  on  when  T  sell 
my  giairis;  I  have  to  sell  Xo,  2  basis  corn^that  is  a  5fi-pound  test 
weight,  but  when  the  elevator  sells,  they  sell  54-pound  rate,  Ix-cause 
tliat  la  legal  Xo.  2  corn.  T  can't  afford  to  drj'  m^-  grain,  so  it  will 
ki'cj).  7  can't  sell  as  much  moisture  as  I  am  allowed  for  Xo.  2  com. 
"When  I  sell  oats,  the  test  weight  is  supposed  to  be  S2  jwinuls  jier 
bn;-hcl  but  if  my  oats  don't  test,  sometimes  it's  36,  sometimes  30, 1  am 
docked  lieeause  they  weren't  heavy  enongh.  It's  just  not  one  elevator, 
it'.s  all  nf  fhcm  th;)t  I  know  of.  If  it  is  a  standard  weight  of  0'2,  I 
slidiilun't  be  d(K-ked  if  my  oats  don't  test  39.  Our  export  standards  I 
fci'l  vcT'y  strongly  Jiecd  to  he  impi'oved  and  made  much  more  strin- 
•ji'Uf.  It  riLiikcs  me  i-rv  when  I  sell  gr.iin  that  is  high  quality  gi'ain, 
Xo.  1  grain,  atid  by  the  lime  it  reaches  the  Gulf  of  Jfexico,  and  is  in 
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Imijrc'K  ami  sliips  for  o\('!'seaB  maikots.  it's  cruddy,  it's  sad.  It's  not 
fair  foi'  the  Ampricaii  farmer  or  to  the  l)uypr.  We  depend  on  those 
pxiK>rt  markets,  and  we  need  to  see  to  it  tliat  ive.  supply  more  quality 
frraiii,  Tlic  gifldin}!  standards  and  export  quality  standards  kind  of 
fro  liniid  in  hand,  in  tliat  if  we  can  afford  to  dry  our  grain,  to  13  per- 
cent moistui-e,  it  won't  spoil  in  transit.  If  it  is  l.'ti^  i>ei-cent  or  more, 
and  it  stays  in  n  hopper  car  or  someplace  for  perhaj^  2  or  3  months, 
yon  arc  fzoing  to  get  rotten  grain.  These  go  hand  in  hand,  and  they 
are  imiKirtant  issnes.  And  tlio  issue  of  the  grain  reserve.  I  am  op- 
posed to  a  U.S.  Govenmient  held  grain  rosen'c  for  the  purpose  of 
keeping  the  farmei-s  prices  down,  or  for  that  matter,  for  supplying 
n  i-cady  sujiply  of  grain  to  nations  overseas.  Why  should  they  come 
to  nip  and  say  yonr  nation  has  to  maintain  a  grain  reserve  so  I  can 
huy  from  yon.  Othor  nations  have  the  same  opportunity  to  buy  on 
the  open  grain  market  at  the  price,  or  maintain  their  own  grain  re- 
servo  to  sell  at  a  lower  price  for  times  of  shortage.  Why  sliould  we 
supply  their  gi-ain  reserves?  Tliis  is  all  I  have  to  say. 

Senalor  Clark.  You  have  covered  a  lot  of  ground.  Let  me  ask  you 
just  a  couple  of  quirk  questions.  MTien  I  was  in  Japan  in  .Taminry.  I 
talked  to  a  lot  of  government  officials  about  the  possibility  of  e.stal>- 
lishing  a  grain  resen-e  in  their  own  country.  Have  you  heard  any 
(liHcusision  about  that?  The  idea  would  lie  that  because  land  and  stor- 
aire  is  so  difficult  to  obtain  in  Japan,  that  storage  is  a  i-eal  problem. 
And  some  of  them  liave  proposed  that  if  they  bought  these  commodi- 
ties and  it  is  that  they  want  to  take-  them  out  of  our  market,  and  tliey 
ownc'l  tliem  as  if  it  were  in  market.  It  cannot  be  sold  back  higher, 
lint  sini])ly  .stored  here  to  insure  themselves  of  a  i-egular  supply. 
lAHiat  is  your  leaction  to  that?  Does  that  make  any  sense  to  yoii? 

Mr.  H.^hdoi-k.  I  have  not  thought  that  tlirough  completely, 

T  wish  I  lind  a  better  idea  on  that.  To  me  it  is  a  reasonable  part 
of  a  solution.  T  have  no  idea,  though,  how  it  could  be — to  say  yoa  maj' 
buy  the  grain,  but  it  can't  be  put  on  the  market? 

Senator  Clark.  In  this  country,  you  mean? 

^Ir,  Bardole.  Yes. 

Senator  Cl.\rk.  Well.  I  think  we  could  write  that  into  the  law.  We 
could  permit  them  to  legally  resell  it. 

Mr.  Uardolk.  Tf  fills  were  true.  I  think  it  is  only  fair.  I  would  like 
to  see  each  nation  hold  their  own  grain  reserve.  It  doesn't  make 
sense  to  me  as  a  taxpii yer  lo  be  paying  someone  else — storage  expense. 

Senator  Ciarh.  Tlie  second  question  you  asked,  that  the  graui 
farmer  subsidizes  the  livestock  man.  Ksplain  that  a  little. 

Mr.  1'ardoi.k.  He  is  right  now  by  the  export  controls  which  have 
driven  the  price  of  corn  down,  not  to  a  level  that  the  livestock  farmer 
is  making  any  money,  but  it  is  lietter  than  if  he  was  buying  three 
and  a  Inilf  dollar  corn  for  this  cattle.  I  believe  in  an  open  market, 
and  I  iwlieve  that  if  the  government  wonld  have  literally  left  their 
hands  otT  the  grain  supply,  the  market  wouhl  have  dictated  a  good 
supply  of  grain,  so  that  there  never  would  have  been  a  real  shortage 
in  ::r:iii>. 

Seii;itor  Ci.viiK.  Your  sfutonicut.  I  think  yon  say  iviil  clearly  that 
yoi:  '.".v  opposed  to  the  continuation  of  the  target  price.  You  favor  & 
rci'.'iinsi'  program? 
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Mr,  llARiMM.K.  Yes, 

Sciuvtoi-  ("r„M{K,  I-iiit  would  you  advocate  any  kind  of  go\'ernmciital 
action  in  the  area  of  non-course  loans  or  set-aside  programs? 
Mr.  Bardolk.  Xo. 

Senator  Ci-\rk.  You  do  not  advocate  that  ? 
>Ir.  llAniMiij',,  \o. 
Senator  (';„\rk.  You  would  not  advocate  those  at  all? 

Mr,  1Jardi>l>:,  If  a  loan  pi'ogram  lias  to  be 

Senator  Clark,  It  doesn't  have  to  be. 

^Ii'.  UAmH)LE,  I  ain  opposed  to  it,  yes  sir. 

Senator  Clark.  OK,  we  appreciate  very  mucli  having  your  point 

]Mr.  Uardoi.k.  Those  were  just  my  opinions. 

Senutoi'  Ci„viiii.  And  that  is  what  we  are  here  for  today. 

^Ir.  liARiMJLE.  But  I  think  if  wc  all  get  our  opinions  to  you,  it  will 
help. 

Senator  Clark.  Yes.  and  so  do  we.  Thank  you  vei-y  mucli. 

-Mr,  JJardole,  Thank  you. 

Senator  Ci^kk.  Our  next  witness  will  be  Jack  Parsons,  a  farmer 
fioni  Ijouisa  County.  I  was  on  a  panel  not  long  ago  down  at  Musca- 
tine. Iowa.  We  have  a  lot  of  intei'esfing  things  to  say  there.  "We  are 
happy  to  have  you  here  today. 

STATEMENT  OF  JACK  PAESONS,  WAPELLO,  IOWA 

Mr'.  I'ahsoxs.  Mr.  Chairman,  I  wish  to  thank  you  and  the  rom- 
niittee  for  the  opportunity  of  presenting  my  I'ecords  on  the  cost  of 
in'oducing  a  Imshel  of  corn. 

I  am  Jack  Parsons,  a  farmer  from  Ixiuisa  County,  Iowa.  My  only 
income  is  and  always  has  been  from  farming.  My  wife  and  I  stai-ted 
farming  in  1947,  and  for  16  yeai-s  we  were  considered  a  grain  and 
(lairv  farm. 

AVe  have  since  changed  to  a  grain,  beef  cow,  and  sheep  farming 
operation.  At  present  wc  raise  between  400  and  500  acres  of  com, 
and  ir)(t  aci-es  of  soybeans  per  year.  Our  cow  herd  consists  of  58  beef 
cows.  The  offspring  from  this  herd  are  raised  and  fed  for  slaughter 
market.  My  wife  and  I  do  all  of  the  farm  work  with  the  exception 
of  seasonal  day  labor. 

I  mention  this  only  to  show  that  my  background.,  and  my  life,  is 
faiming. 

l-'or  the  past  S  years,  I  have  maintained  a  set  of  i-eeords  on  the  cost 
of  producing  a  bushel  of  corn.  The  figures  shown  on  the  sheet  at- 
tached to  mv  statement  are  iny  own  farm  records.*  The  yield  used  to 
detennine  the  cost  for  1973  is  my  average  corn  yield  for  the  last 
8  years,  which  is  137  bushels  per  acre. 

I  could  review  the  cost  data  with  you,  but  I  believe  it  is  self- 
explanatory. 

To  me,  the  most  important  thing  is  that  the  CCC  support  loan 
price  on  corn  exceeded  the  cost  of  production  from  1967  to  197.3. 
The  cost  of  production  has  increased  about  120  percent  in  1973  and 
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y.'Zi.  ".ut\nir-'i  tff  'n:ly  t  i',J,  \it:nfiii  inm-a.r^'  iit  loas  rale.  5It  *sSi- 
(j.r.d-  ,-*,ii  f*,r  lUZ'r  Ji  fairly  ai-i:iiratfc  U-'-auge  1  Star*  p<urif!]kicf¥i£  f^^JT^- 
Ir/'-r.  rj'Tlji'id'-.  iiLT^cti'-Jd".  and  Ee«yl,  However,  thev  -lo  rwe  irdU-Sw!* 
at'iTn^f.  ii»l>ility.  KViiknieii'jt  <-oinf>er>saiiop..  casualty  and  bail  busni- 
«f '■■-.  !;-:.';»[  ai>d  w-i-'im.twfi  Mf^enses.  tax  ivrporss,  aitd  othsr  eipwrjifs 
I'Mi  i>  •mcroiiii  Id  ifi'-ntion.  If  ihf^^  fxprnses  had  been  inclradi^  I 
■t->>iil(t  \iiivi-  lo  iid'l  l"  lo  '^1  n^nts  \)t:r  bushf-1  to  mr  cost  of  prodortion 

i  ;ni  \irfMUt'l'um  for  lf'74  has  been  s<-I  at  4.6  billion  bo^iels.  Tbe 
firn  ]>rii-fr  at  pn-wiit  i.i  about  ^^.-f^).  and  the  lErain  trades  seem  lo 
iliink  rliat  a  drop  to  S1.70  to  S1.80  muld  be  expected.  Xow.  if  ve 
liavc  llic.il-  i>rifi«  now  and  are  expected  to  go  lower,  what  in  the 
worM  ail-  «'c  (ri'tiny  lo  do  with  next  year's  crop  of  6.2  to  6.7  billion 
bii-ln-lH  iK-xt  ywiri 

("nltli-nien  ti'flny  are  in  very  deep  trouble,  and  there  doeai't  seem 
fn  if  iiiiv  nrlicf  in  Ki^ht.  It  looks  like  the  ^rain  farmer  will  be  next. 
frillfMvi-<l  by  {K>rk  producers,  and  so  on  down  the  line. 

\V<-.  llif  Airierican  farmers  are  4  percent  or  less  of  the  U.S.  popola- 
tioit.  and  if  this  takes  placf.  we  will  be  fewer  yet.  Mr.  Frick  made 
tlif  Hi  at  en  lent,  thut,  ''a  few  farmers  going  broke  is  healthy  for  agri- 
ciiltiiri'."  I'tii  Hiin-  that  in  his  eyes  we  should  have  an  extremely 
tii'Hltliv  iijrrii'iiitiirt;  in  the  near  future. 

In  vinittn^  u-itli  my  banker  and  some  bank  directors  in  different 
bunk-  iilxiur  our  dr-pressfd  grain  and  livestock  prices,  they  were  alt 
(if  till'  mimt:  r>pini(>ii  tliat  faiTn  ci-edit  or  lonns  will  be  given  a  much 
i-ltmtr  ItMik.  unil  thnl  their  purse  strings  will  be  tightened.  With  this 
liu|i|ti-irni!r  now,  I'm  sure  tliat  it  will  be  reflected  in  an  all  agri- 
hnniiiivHs  v-»'ry  mhuu 

'I'bc  I>('pHrtini>iit  of  Agriculture  has  asked  us,  the  Amencan  farmer, 
for  iill-oiit  |>i-iK)ui-tion.  Tf  wi>.  are  expected  to  have  all-out  production, 
the  loiMi  price  for  the  total  production  should  at  least  equal  the  cost 
of  prnilui'tiou.  Kiii-tiieriiiorc,  if  our  GrOvcnimGnt  can  loan  money  to 
foreign  rouiitrics  nt  3  percent  interest,  why  must  the  American 
iunm-y  In-  pwializcd  by  paying  9%  percent? 

I  pfr.-«iniilly  doubt  if  we  can  stand  all-out  production  and  I  think 
tliiit  yon  in  the  comiiiittec  should  have  an  acreage  retirement  pro- 
gruin  rciiily  tr)  put  into  use  this  spring,  along  with  the  corn  and  soy- 
Ihniii  1(11111  program. 

fJcntlciticii,  T  tliank  you  for  the  opportunity  to  be  present  and  ex- 
|)n'HN  iny  vlcvvH  on  agricultnri!.  I'll  be  happy  to  answer  any  questions. 

Si'iialor  (.'laiik.  Tliank  you  very  much,  Jack.  I  know  you  say  com 
nl  pi'c.'ii'rit  is  $iJ.40,  and  just  to  Ire  clear  for  the  record,  where  is  that! 

Mr.  I'aiwonk.  Toilny  it  might  be  back  to  $2.50,  but  that  was  my 
river  pficc. 

St'iiator  Claiik.  Just  to  summarize,  what  do  you  think  ilio  Com- 
iiiittco  (in  Agri<'ii1lui('  mid  the  Senate  ought  to  do  by  way  of  target 
auil  loan  prircK^ 

Mr.  I'aiwo.vh.  Well,  I  feel  the  loan  rates  should  be  equal  to  the  cost 
oT  pMMluctiou.  1  think  that  would  be  a  minimum,  and  90  percent  of 
parity  for  target  price. 
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SpDiitcr  ('r.Ai!K.  Would  you  fnvor  implement in<r  this  escalator 
liiius*'  whvie  tile  costs  of  piflduction  cimnged.  and  tlic  target  price 
wmilfl  cliaiiye  witli  tlipm  ?  Earlier  witnesses,  I  thought  verj'  appropri- 
ately. sufTf^ested  tiiat  lio^v  do  you  write  sometliing  when  in  3 
ludiitliP  from  now  it  is  poing  to  be  different,  the  cost  of  production 
iw  jroin^  In  Iw  diffeieiit.  You  can't  write  a  bill  that  is  going  to  be 
nieiniin<rful  for  veiy  long.  Yet  in  the  bill  we  wrote  18  months  ago, 
wo  wiotf  in  a  clause  that  as  the  Department  took  their  analysis  of 
cdst  of  production,  if  it  increased,  the  target  price  would  inci-ease 
witli  the  incii'usc  in  the  cost  of  production.  So  we  could  keep  the  bill 
up  to  dale.  Does  that  make  any  sense  to  you? 

y\i:  I'ar^ons.  Yes,  I  think  that  is  very  truthful,  I  guess  the  main 
tiling  is  that  the  cost  of  production  in  there  is  quite  a  different  thing, 
i  ciiiillenge  the  cost  of  production  of  our  State  college  her©,  as  my 
cost  of  production  is  figured  on  the  nitrogen  that  is  available,  and 
wliiit  it  is  going  to  do  to  my  cost  of  production.  There  is  a  big  dif- 
feieiice  in  the  cost  of  niti-ogen.  and  that  is  liquid  nitrogen.  There  is 
nn  wiiy  we  can  get  everything  delivered  by  this  spring  to  cover  all 
file  acres  of  corn, 

Senatoi'  Cr.AitK,  AVell,  I  think  your  costs  of  production  are  realistic. 
Itri  hard  to  infer  what  they  will  bo.  whether  they  will  be  realistic 
ill  your  cafC,  and  it  seems  to  me  that  is  all  you  coidd  vouch  for.  One 
of  tlie  problems  is  that  it's  probably  going  to  be  somewhat  different 
in  miothfr  poison's  case.  You  can  get  a  national  average,  or  you  can 
get  a  State  average,  but  I  suppose  if  anybody  bought  valuable  land 
and  paid  for-  it,  didn't  owe  anything  on  it,  then  obviously  they  could 
pioduce  their  com  much  more  cheaply  than  those  that  didn't  own 
tlicir  iiind.  But  it  seems  to  me  that  the  value  of  your  testimony  ia 
that  you  have  documented  very  clearly  what  your  costs  of  production 
arc.  That  is  the  only  means  of  determining  cost  of  production. 

Mr.  l\\Rsoxfi.  I  think  this  would  be  the  biggest  problem  in  present- 
ing tliTs  cost  of  pi-oduction.  That  is  the  only  problem  I  can  see,  and 
T  think  that  ifs  good  that  I  did.  If  we  can  get  some  kind  of  a  realistic 
co?.t  of  production — up  and  down  the  line— that  still  leaves  open  the 
question  of  what  a  fair  target  price  is.  But  that  is  always  a  worrj' 
tliut  you  are  going  to  have  to  gamble  with  at  some  point,  anyway. 

.Senator  Cr..VRK.  Thank  yon  very  much. 

Ml-.  Parsoxs,  Thank  you. 

[The  following  material  was  referred  to  on  p.  73.] 
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St'imtor  Ci-.\KK.  Jack  Gipple,  fiom  Columbus  Junction,  Iowa. 
STATEUENT  OF  JACK  L.  OIFFLE,  COITJHBUS  JXmCTION,  IOWA 

Mr.  Girnx.  Mr.  Chairman,  I  commend  and  tiiank  you  and  your 
totiiniittco  for  scheduling  this  liearing  on  matters  pertaining  to  agri- 
(iiltiiie  and  for  the  privilege  of  testifying  and  expressing  the 
thoughts  of  many  fonnere  on  the  needs  and  assistance  of  a  REAP 
pjogram  for  this  area. 

I  am  Jack  L.  Gipple.  a  farmer  from  I^uisa  County.  Iowa,  owning 
;iiid  operating  6+0  acres  in  partnership  with  a  son.  We  raise  hogs, 
corn,  soybeans,  and  a  little  liay  and  oats. 

Kven  though  I  liave  servod  three  terms  and  am  presently  sening 
my  ninth  consecutive  year  on  the  county  ASCS  committee,  I  speak 
as  a  private  citizen  and  shall  tiy  to  convey  to  yon  the  thoughts  and 
Avishes  on  genera]  of  most  farmers  and  agriculture  associate  in  my 
ar'ca  and  neigliboring  States. 

Tliis  is  ii  great  Nation,  a  Xation  where  we  farmers  are  striving 
hard  to  take  care  of  and  preserve  our  natural  resources  and  environ- 
ment so  tlnit  recreation  and  wliolesome  living  may  extend  to  all  our 
people  and  future  generations. 

The  funding  of  ACP.  REAP.  RECP,  et  cetera,  for  the  past  four 
decades  has  been  most  effective  in  preventing  soil  erosion  and  water 
jiolliition  and  no  other  Federal  funds  have  been  used  more  wisely 
for  the  preservation  of  our  soil  and  water  for  now  and  for  future 
gcnei'ations. 

My  family  and  I  live  on  the  farm  I  was  born  on,  and  there  is  a 
need  for  .some  conservation  practice  eveiy  year.  As  I  visit  and  work 
with  my  ncighlxjrs,  I  see  many  conservation  and  erosion  control  prac- 
tices that  .should  and  would  be  performed  if  move  financial  assistance 
were  available. 

\f.  you  know,  costs  of  performing  conservation  practices  have 
nuiltiplied  threefold  over  the  last  25  years,  and  fanners  out  of  pocket 
money  for  nonincome  producing  practices  is  verj-  limited.  Since  the 
tetmination  of  the  feed  grain  or  set-aside  program  we  are  being 
ii>ked  to  produce  more  food  and  fiber,  and  the  natural  cover  has 
been  taken  off  of  the  land.  We  feel  the  environmental  program  is 
everybody's  concern,  iis  everj-  year,  many  hunting  paities  from  iiiban 
areas  come  to  our  farm  and  enjoj'  hunting  and  recreation  without 
cost. 

We  have  had  soul  searching  experiences  by  the  executive  branch, 
that  has  eroded  the  confidence  of  vast  numbers  of  farmers.  As  a 
coiinly  committeeman,  1  find  it  very  hard  to  understand  why  the  con- 
siriation  program,  which  is  at  least  or  more  than  matched  by  farmei-s 
witli  theii'  own  money  is  constantly  cut  or  withheld.  This  kind  of 
liaudling  of  the  REAP  pi-ogram  is  certainly  not  in  keeping  with 
irond  conservation  measures. 

In  my  county  there  are  very  few  practices  in  tlie  1974  program 
fainiers  really  want  (almost  entirely  dictated  from  Washington). 
If  we  could  have  our  1970  program  back  we  could  do  more  good. 
A\'hat  we  need  is  a  definite  conservation  program  that  can  be  de- 
pended on  to  continue  from  year-to-year  and  funded  at  a  level  com- 
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paniblc  to  i)resciit  conditions.  Practices  should  be  developed  by  com- 
miinity  and  county  committeemen  rather  than  at  the  Washington 
level,  and  should  be  those  in  effect  for  the  1970  program  plus  ad- 
ditional practices  tliat  may  be  warranted.  (■\\Tiich  were  more  work- 
able and  realistic)  as  dift'ei-ent  areas  of  the  country  have  needs  for 
different  practices. 

At  this  point  I  would  like  to  quote  Assistant  Secretary  Clayton 
Yeiitter,  i-epr^eiitiiig  USDA  before  the  National  Association  of 
Farmer  Elected  Committeemen,  which  I  attended,  in  Washington, 
D.C,  -Tnly  8, 1974,  and  I  quote : 

County  ctimniittera  will  carry  more  responsibility  than  they  bare  in  tbe  past 
for  assuring  tlie  effect IveiieMi  of  the  conservation  progrAms.  They  will  bare  to 
focns  the  conservation  effort  on  hUh  priority  canxerrBtlon  needs,  aAd'  belp 
farmers  raine  their  connervatlon  goals.  IJtcrall;.  the  connty  coianitteemen 
will  make  or  break  the  agency's  conservation  effort. 

ASCK  offlceH  ami  committeemen  will  l>oth  become  even  more  crucial.  In  tlw 
development  of  the  policy  procens,  and  in  comninn  lea  ting  the  emerging  needs 
of  farmers  r|uickly  and  accurately. 

A  preat  deal  of  interest  was  sliown  tlie  long-term  agreement  pro- 
gram by  producers,  but  finding  the  amount  of  funds  discouraging, 
many  turned  away. 

In  our  county  our  entire  lf)74  amiual  program  fimds  were  allocated 
by  ^fay  1.  Kighty  percent  of  the  approvals  had  been  started  or  sub- 
stantially completed  at  that  date — and  the  balance  were  to  be  started 
shortly.  Tliere  wei-e  4  tilei-s  and  5  vendors  with  earth  moiing  equip- 
ment working  as  of  this  date.  Fifty-six  additional  applications  aver- 
aging an  estimate  cost  share  of  $1.500— totaling  $8-l:,000 — of  which 
tlie  majority  were  ready  to  start  if  funds  had  been  available. 

Our  1974  annual  program  allocation  was  $13,200  plus  $8,250  in 
•Tune  and  July.  In  view  of  the  above  figures  I  have  presented.  I  wish 
to  jxjint  out  we  were  treated  fairly  by  tlie  Iowa  ASC  committee  and 
district  director. 

If  funds  had  been  received  at  the  proper  time,  we  could  have  used 
240  percent  more  than  we  were  allocated. 

Til  the  year  of  the  Soil  Conservation  and  Domestic  Allotment  Act's 
inception.  $1  of  cver^-  $17  of  our  national  budget  was  for  these  pur- 
poses. If  the  REAP  program  were  now  funded  at  $255  million,  it 
would  be  only  one  of  every  $2,300. 

In  stminiary,  and  in  view  of  this  testimony,  REAP  is  everybody's 
conconi.  and  I  feel  these  luijust  confrontations  concerning  conserva- 
tion should  l>e  cori'ected  now. 

N'amely:  1.  All  of  1975  to  spend  and  perform  1973  and  1974  prac- 
tices due  to  impoundment  and  withholding  of  funds  at  nndesirable 
times. 

2.  Release  tlie  1975  funds  in  full  immediately  so  we  can  get  the 
197-')  progiam  under  way. 

3.  Work  toward  restoring  fimds  to  their  historical  level  of  $500 
million,  or  more  on  an  annual  basis. 

4.  Reinstate  the  authoritj'  of  county  committees  to  decide  the 
pixiper  conservation  practices  and  disposition  of  REAP  funds  in 
their  resepective  cciunties — thus,  limiting  and  releasing  SCS  em- 
ployees to  their  own  major  field  of  feclinology  and  engineering  of 
construction  projects. 
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M;»_v  I  add  in  closiiijr  I  appliiud  yon  and  your  committees  in  ymir 
iiritiriny  etl'oitH  nnd  iK'rfonnmiCfi  in  these,  trying  times  concerning 
ACP-KEAP-KKCP,  or  whatever  it  may  be  called  in  the  future. 

I  do  not  i-epix'scnt  any  spcciiic  oi-f;nmzntion,  but  I  believe  these 
vifMs  lire,  fully  i-('pn's*'.ntative  of  the  vast  number  of  farmers  I-  have 
ji^-soriiitod  with, 

I  know  .IiK'k  ]'ai*sons.  he  is  a  neighbor  of  mine,  and  I  cei-tainly 
foiK-iir  witli  what  liia  statement  said.  ■  ■  ■    ■ 

Senator  (.'lahk.  We  appreciate  your  comments  very  much,.!  am 
Jiiippy  tliat  we  had  a  witness  here  who  really  addressed  him»elf  to 
the  lonjif-term  problem  of  soil  fonscrvatioii.  In  the  long  rim,  it  may 
Iw  the  most  important  question  we  face.  For  reasons  that  ate^veri' 
unclear  to  me,  it  seems  as  though  the  administration  we  hav^  had 
want  to  cut  those  necessary  conservation  funds,  and  it's  just  not  clear 
to  nie  why  it  would  not  bo  a  good  investment  to  maintain  the  land 
wi'  have.  That  doesn't  mean  there  hasn't  been  some  bad  measures 
iinplcmcjited,  thei*  have  been.  But  I  am  saying  that  each  time  the 
hudfrc't  comes  up.  that  we  cut  those  programs.  And  why  we  cut  those 
pi-ofrrams  is  just  l>eyond  me. 

If  we  are  going  to  talk  about  food  production,  we  are  talking  about 
tlic  whole  issue  of  clean  water,  and  clean  air,  and  good  land.  And 
i'\-ciy  one  of  the  emergency  measures  that  this  country  faces  are  in- 
volved in  soil  conservation.  Wiat  is  the  reason  for  that?  Why  has 
carh  President  or  liudget  Director  whom  we  have  ever  had  end  up 
with  the  power  to  cut  these  funds  out!  I)o  you  think  you  have  any 
explanation  for  that? 

-Mr,  (iirri.R.  No.  I  think  they  should  be  increased.  But  then,  I  nm 
not  even  asking  for  an  increase;  if  we  can  just  keep  the  thing  the 
way  it  has  been  allocated  in  the  past,  that's  all  I'm  asking.  I  jiope 
ne  ran  increase  the  forestrj-  improvement  program  as  we  learn  more 
alMiut  its  true  value,  I  really  do — but  I  fully  expect  these  practices 
to  i>e  determined  by  the  farm  community.  Our  SCS  men  have  this 
on  record  as  their  main  priority.  We  need  something  else  than  a 
<>-yeiU-  program.  If  we  are  going  to  hold  erosion  down,  it  should  be 
liglit  n^heie  tliat  rain  drop  falls. 

Senator  Ci^\rk.  We  appreciate  your  testimony.  I  have  assigned  a 
person  on  my  statf  to  work  on  soil  programs.  We  are  going  to  be 
nnich  more  active  in  that  field.  It  is  one  that  lias  been  highly 
neglect  ed. 

Mr,  (iii'i'LE.  When  you  start  to  till  the  soil,  the  other  arts  have  to 
follow  in  order. 

Tliank  you. 

Senator  Ctabk.  .Tim  Cox?  Jim  was  going  to  talk  a  little  earlier, 
anil  now  we've  finally  got  him  in  here. 

STATEMENT  OF  HH  COZ,  CAITrBIL,  IOWA 

^Ir.  Cox.  I'm  just  a  plain  old  farmer,  and  as  a  lot  of  you  probably 
arc,  I  am  trying  to  make  a  living  and  buy  this  high-priced  ma- 
chinery, fertilizer,  and  seed.  It  takes  a  lot  to  produce  a  little  food. 

I'm  going  to  <|uotc  you  some  figures,  people.  Eight  now  anhydrous 
annnonia   is  $30()  a  ton;  4  years  ago  it  was  $70  a  ton;  last  year 
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$168.  Xow,  I'm  not  n  mnthemntician.  but  starter  fertilizer  4  years 
ajro  was  $86;  last  year  U&H;  this  year  $228.  I  have  gentlemen  with 
me  who  called  dealers  last  year  asking  him  if  he  would  quote  a  price 
on  ammonia  at  planting  time,  and  he  would  not. 

I  oppose  any  export  monitoring — it's  export  control.  They  can  call 
it  that  if  they  want,  but  we  know  wliat  it  is.  They  say  supply  and 
demand;  well,  if  the  demand  is  there,  let^s  get  these  dollars  iMtok 
from  overseas.  And  if  they  pnt  export  controls  on  our  food  products, 
why  don't  they  put  them  on  eveiything  else  that  goes  overseas! 

I  have  an  answer  maybe  to  this  grain  reserve,  and  maybe  a  way 
to  get  better  production.  This  target  price  set-up  looks  fine  on  paper, 
but  maybe  yon  don't  know.  It  will  take  5  months'  average  maybe  to 
see  what  the  grain  market  is.  If  you  sell  com  during  that  5  naontfas. 
at  $2.2j — say  that's  the  bill,  and  it  averages  out  at  $2.26  over  o 
months,  from  October  to  February — if  it  averages  out  $2.26,  forget 
it.  because  you're  not  going  to  get  a  penny.  If  you  did  get  that  money, 
that's  taxpayei-s'  money.  I^et's  raise  this  loan  support  to  $2.25. 

The  storage  has  got  to  be  on  the  farm,  because  you  farmers  have 
bought  these  commodities  ci-edit  bins.  There's  your  $2.25  loan.  Yon 
have  control  over  your  loan,  you  get  your  monej'  to  pay  the  bills — 
whicli  we  all  have — they've  got  to  be  paid. 

Administrative  process  is  all  right.  All  I've  got  to  do  is  go  over, 
and  tJiey  muasui-e  my  gi-ain.  and  they  got  the  paper  right  there,  and 
they  write  me  out  a  check.  When  I  sell  that  com,  I  pay  off  the  in- 
terest, and  I  pay  off  the  principal.  The  interest  goes  to  the  Govern- 
ment. The  fiirmer  gets  his  money,  and  also  this  will  hold  up  his 
J)  rice. 

In  1970  I  sold  corn — 89  cents  for  corn  just  4  years  ago.  And  we 
also  have  to  have  a  siipi>ort  on  beans,  I'll  give  you  my  idea — five  and 
a  half,  I>et  me  see — and  also,  I  want  to  stick  up  for  the  livestock  man. 
1  am  a  grain  farmei-.  and  have  been  for  many  years.  If  this  grain 
price  goes  to  pieces,  the  liveatodc  guys  will  be  there.  Now,  these  live- 
stock men  raise  grain,  but  if  they  would  like  to  sell  this  grain — when 
they  cut  back  on  the  production  of  livestock,  what  are  you  going  to 
do?  Yon  won't  have  a  cliancc  to  maybe  make  a  profit. 

And  I'll  just  sum  up  with  one  little  statement.  If  anybody  hei-e 
can  justify  to  me  why  my  price  should  be  affected  by  a  bunch  of 
gambiere  at  Chicago  Boarcl  of  Trade,  then  they  will  have  to  explain 
it  to  me.  Thank  you. 

Senator  Clark.  Thank  you. 

Mr.  Cox,  Thank  you  very  much. 

Senator  Cl.\iik,  The  next  witness  will  be  Don  Burgeson;  a  farmer, 
Rural  Boute  2,  Story  City. 

I  have  heard  today  that  there  was  not  adequate  publicity.  In 
our  normal  way,  we  sent  out  to  all  the  media  in  the  State,  letters  ad- 
vising them  of  today's  hearings  here.  We  wanted  everybody  to  know 
about  these  meetings.  So  we'll  proceed  now  with  Don  Bergeson. 

STATEMENT  OF  SON  BEBOESON,  STOBT  CITY,  IOWA 

Mr.  Bkbokson.  Senator  Clark,  my  name  is  Don  Bergeson.  I  am 
a  small  Iowa  farmer  engaged  in  a  life  and  death  struggle  to  finan- 
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cially  survive  and  preserve  what  I  consider  my  ^vay  of  life.  Now  that 
in  itKcIf  may  not  atfecf  any  of  you  here  or  anywhere  else  for  that 
iiKittor,  except  that  it  mifrht  jnst  \m  the  most  important  thing  any 
of  you  will  ever  ponder  in  your  lifetimes.  And  I  know  that  some  of 
your  decisions  affect  my  life  ns  an  average  American  every  day. 

I've,  heard  it  said  that  a  pei-son  should  let  a  steeping  dog  lie.  I 
sfiuid  here  to  (ell  you  :  It's  no  dog — it's  not  sleeping— and  it's  literally 
ini  lie!  I  can  only  justify  my  being  here  because  I  sought  assistance 
from  a  self-help  pragram  which  our  Government  had  previously  and 
i\"isolv  had  the  foivaight  to  pi-ovide.  My  problem  involves  not  only 
inc^but  multitudes.  Besides  being  one  of  the  areas  for  which  this 
hciiiing  had  been  called. 

I  was  involved  in  what  was  then  a  Presidentially  declared  natural 
ilisiiHter  area;  sutfered  the  effects  to  the  fullest  possible  extent  •  •  • 
applieil  tliixjugh  elmiiiiels  ♦  ♦  "  and  have  Iwen  twice  denied  and  once 
tcTnporaiily  appeased — or  is  it  stymied — by  the  FHA?  My  disaster 
loss  litis  only  worsened!  I  have  absolutely  no  criticism  or  complaint 
with  the  law  or  its  intent,  but  do  have  for  the  agency  resp<Misib]e 
foi'  its  administration  and  what  has  to  be  the  "thinking"  behind  some 
of  orir  contemporary  national  actions  and  the  signs  of  our  times. 

Yesterday  I  drove  to  Kiiigsley,  and  would  have  directed  my  words 
niori'  to  my  fanner  compatriots  and  a  few  others  hopefully  that 
iiiiglit  have  been  able  to  salvage  something  worthwhile  from  what 
I  was  going  to  say. 

Tiie  issues  weie  the  locally  and  current  problems  of  what  I  called: 
i-obbcry  and  relief— bonding  and  emergency  loans.  Today  I  had  in- 
tended to  be  moi-c  direct  on  the  assumption  that  our  Congress  really 
^va^td  to  know  what  it  can  do  to  improve  its  services,  wants  ideas. 
and  information,  besides  wanting  to  know  how  well  some  of  its  pro- 
grams are  administered  for  all  of  ns — and  that's  why  I'm  here. 

I  know  little  fir.stluind  about  the  bonding  issue  and  will  pass  over 
it  in  favor  of  others  more  involved.  However.  I  would  like  to  voice 
favor' — for  both  moral  and  civil  support  of  victims  of  what  I  termed 
'■  K<)bl»erv"  in  what  would  ha\'e  been  yesterday's  presentation.  I  had 
suggested  that  the  problem  goes  much  deeper  into  orir  socioeconomic 
niakeujv — and  Ijeforc  we  treat  a  syuiptoin— why  not  pinpoint  and  at- 
tack the  diseased 

IJelief  and  the  T'SDA  is  another  matter.  I've  said  it  all  in  different 
letters  to  many  people,  fiTim  Secretary  Butz  on  down,  and  to  repeat 
it  iill  would  take  time  I  do  not  seek,  i-egardless  of  how  well  it  ac- 
.luiiiilatively  might  prove  my  points.  My  complete  story  and  corre- 
spondence has  been  available  to  any  who  might  have  sought  it. 

1  found  the  FmllA  in  Story  County — and  subsequently  the  State 
and  Nation — a  busy,  do  jiothing,  no  service  bui-eaucratic  mirage.  The 
personnel  ai-e  there— -but  the  service  just  isn't !  How  typical  and 
liieiily  aiiothei'  of  those  signs  of  our  times.  Sometliing  has  been 
operative  for  year's  is  suddenly  no  longer  available  except  on  a  re- 
duced s<'alc  and  then  only  at  additional  costs  to  you  the  taxpayer 
li.>!siijially,  Wbiit  ai'c  tuxes  for?  Am  I  wrong  that  this  Goverinnent 
(if  niirs  was  louiided  to  serve  and  function  for  all  of  the  people  and 
not  rmi'i'iy  to  provide  jobs  for  a  few.  If  the  figure  I  have  in  mind  is 
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coneet,  25  percent  of  this  Nation's  population  is  on  a  covemment 
payroll — citv.  county,  State  or  national,  so  it  does  provide  jobs,  not 
productive  jobs  but  service.  Even  the  garbage  man  or  sanitary  engi- 
neer is  an  example.  When  it  Iibs  piled  up  for  a  week,  it  almost  be- 
comes productive ! 

Ijook  around.  How  many  of  you  would  step  down  or  even  out  of 
your  jobs  to  streamline  your  departments?  How  many  could  stand 
a  bi)  decrease  or  rollback  in  income  and  have  their  expenses  stay  the 
same  or  go  up.  God  forbid !  Liook  at  some  of  your  rural  neighbors 
friends : 

RaiicberR.  farmem  Hnd  ftWem.  Tell  me  you  have  roorats  and  v&lnes  and  go 
to  cltnrcli.  Tell  me  that  you  care  and  tliat  I  am  wronK— turn  away  and  don*t 
even  offer  a  hand  and  I  sa;  you  are  not  of  the  same  fleab,  but  a  stranger! 

It  was  farmers  that  stood  at  Concord  Bridge  and  supposedly  "fired 
the  shot  heard  round  the  world."  I  think  I  can  hear  a  new  rumble 
and  maybe  farmers  "will  be  among  those  first  to  stand."  It's  part  of 
our  heritage  I  Tliere  are  a  lot  of  I'easons  why — but  they  will  prevail. 
Are  you  of  that  flesh?  I  am !  Do  you  know.  I've  met  a  lot  of  people 
lately  that  actually  expect  me  to  lose  or  "take  a  dive  in  the  fourth." 
And  I  admit  to  being  a  little  punchy.  I  may  not  personally  8ur\-ive 
but  all  of  you  will  be  the  losers.  Who  will  be  next  ?  None  of  you  here 
surely  ? 

I  had  intended  to  tell  more  of  my  personal  circumstances  and  offer 
the  same  subtle  social  advice  which  lias  been  offered  me — I  shant  do 
so.  I  had  a  rebuttal  for  a  so-called  "one  stop  service"  and  a  hypothesis 
about  "marketing  and  profiteering."  another  about  "social  control 
and  renewal."  and  another  about  "knowledge  and  statistics."  And 
j'es.  even  nioi-e  about  "economic  slavery." 

In  all  seriousness,  I've  had  some  unforgettable  experiences  that 
would  read  like  a  book.  And  it's  nil  ti-ue  or  I  wouldn't  have  had  the 
courage  to  be  standing  here  noiv.  There  was  a  time  once  when  I  could 
have  been  hel])ed  under  the  law  without  a  special  act  of  Congress. 
I  was  qualified  and  I'm  adding  to  the  letter  I've  read  both  the  State's 
FHA  procedui-e  and  the  Federal  Public  Law,  I'm  no  lawyer  but  I'd 
say  it  is  a  good  law  for  a  farsighted  worthy,  just  cause  and  beauti- 
fully worded.  However,  the  agency  and  people  that  are  administering 
it  have  deviated  from  its  intent  ,  ,  .  beyond  measure!  If  I  were  a 
yoinig  new  farmer  or  an  urban  aspirate  home-owner  who  is  a  con- 
suming-commercial I  v-em  ployed  slave  .  .  .  they  tell  me  the  reception 
would  be  different.  If  I  qualify,  if  totally— that  is.  Good  luck.  It's 
an  option  I  shant  take. 

My  way  of  life  is  actually  being  taken  away  from  me,  or  more  cor- 
rectly "changed"'  for  me  against  my  wishes — in  a  free  cotintry?  Two 
hundred  years  ago  some  of  our  founding  fathers  might  have  known 
what  I'm  trying  to  jmint  out  alwiit  economic  slavery  and  how  it's  no 
steeping  dog;  even  more  so  today.  The  words  of  Patrick  Henry  that 
slirs  such  pride  in  uU  of  our  souls  lias  taken  on  a  brand  new  meaning 
for  me  lately  and  I  futty  exiwct  those  words  to  ring  true  and  clear 
again.  To  tlio^e  of  you  who  miglit  for  one  fleeting  moment  realize 
that :  It  just  might  oi'  could  be  true  ...  I  say; 
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lt(-iii(-nil)er  tliat  tlie  prkv  of  freedom  i*i  et<>rnfl1  vigilaiicp  aud  wlHdam. 

Yinir  brotli<>r,  uuIi'sk  lie  will  kee|)  j-ou — ean  aud  dooM — N  a  cannibal  wbo  will 
fccil  'lu  .vonr  fletjli,  jimr  efFortK,  aud  yuur  uiiud.  Me  Is  less  than  liuinan  and  is 
II  ri  Android. 

Oi'  [lei'liapK  it  Ik  jou  wbo  is  less!  Fur  out,  huh? 

After  it  is  all  said  and  done.  Why  should  I  resent  and  resist?  I  be- 
lieve- in  chanpe.  Is  it  because  I  am  human  and  not  quite  as  flexible  as 
a  blade  of  grass  that  bends  ivith  the  winds,  competes  with  its  own 
tuid  its  envii-onment,  breaks  under  foot  pressui-e  and  is  consumed  by 
some  l>east  before  it  withers  and  dies. 

Or  am  I  sometliinfi  a  little  more,  a  spark  of  energy  maybe  with 
one  uiiii|ue  electron  tliat  gives  me  more  control  than  otlier  living 
things,  W\'  do  haxe  tliat  power  or  energj-  to  control  our  own  fatfis, 
you  liiiowf  Within  the  limits  and  laws  of  a  universe  which  we 
iinveu't  even  begun  to  understand  or  tap.  I  hope  to  see.  the  year  2001, 
or  was  it  2ri25?  I'crhaps  we  might  share  it  together  if  we  should  be 
brothoi's. 

And  oil,  yes — That  is  if  I  can  convince  Butz  and  a  few  others  to 
quit  i)liiyin;i  around  with  my  voltage. 

Keep  your  own  sparks  together,  folks.  And  thank  you. 

Senator  Clakk.  Thank  you  very  much.  The  next  witness  will  be 
Claude  Davis.  I  might  just  say  before  you  begin,  Claude — so  the  wit- 
nesses will  know  it — that  the  next  witness  will  be  Anna  Jernigan, 
and  then  Gerald  Rankin,  and  then  Victor  Senechal. 

STATEMENT  OF  CLAUDE  E.  DAVIS,  PRESIDENT,  IOWA  STATE 
COUNCIL  FOR  SENIOR  CITIZENS'  ORGANIZATION,  DES  HOINES, 
IOWA 

^Ir.  D.wifi.  Senator  and  people  present.  I  am  Claude  E.  Davis. 
T  am  president  of  the  Iowa  State  Council  for  Senior  Citizens'  Organi- 
zation. We  have  a  membership  of  320,000  in  the  State  of  Iowa,  and 
we  are  ones  who  art!  i-ery  badly  Iiurt  by  the  high  cost  of  living — 
having  to  live  on  Social  Security.  I  just  got  my  check  today,  which 
I'm  very  thankful  for,  I  am  an  old  railroad  retired  person  from  the 
Kock  Island  Railroad. 

I  am  concerned  about  the  Commodities  Futures  Jlarket  and  the 
gambling  that  is  going  on  daily,  Plspecially  back  in  1972;  in  Sep- 
ti'iiiber  of  that  year  we  got  $.3..'>fi  for  our  soybeans,  I  have  a  farm  up 
here  in  Wan-en  County.  I've  got  too  old  to  take  care  of  it.  so  I  gave 
it  to  my  son.  It's  not  a  large  farm — 224  acrej^ — but  we  made  a  living 
out  of  it,  and  as  I  say,  I  was  an  old  railroad  worker  and  I  think  the 
railroads  i^  very.  ver\-  necessaiy  for  you  people  who  ship  grain.  And 
tJiiirs  why  I  wanted  to  bring  to  your  attention  while  I'm  here,  if 
jiossible  Senator,  to  do  something  right  here — tell  the  Senators  and 
Cnngiessmen  to  do  something  about  seeing  that  this  U.S.  Railroad 
Association,  Mhicli  has  been  fonned  to  control  or  run  this— com — 
ill  the  Xortlieast  corridor.  In  1973.  because  of  the— it  seemed  that  was 
the  Xoi-tJieast  corridor.  I  went  to  Washington  at  my  omi  expense  and 
I  talked  to  Senator  IFartke  and  Congressman  Harley  Staggers, 
wlin  arv  I'hairmen  of  tiie  committee — of  the  Senate  and  House  cnm- 
iniit'.'CH  -to  trv  to  get  tliem  to  do  something  for  the  railroads  in  the 
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Midwest.  I  was  ahlo  at  that  time  to  (ret  them  to  consider  the  Mid- 
west railroads,  and  they  even  put  it  into  the  bill  when  they  passed  it. 
Tiie  ilidwpst  railroads,  includinf;  the  Rork  Island  Kailroad.  Xow 
thoy  refuse  to  ;rive  them  the  same  consideration  as  the  Pennsylvania 
and  the  New  York  Central  pot.  I  told  them  at  that  time  they 
shouldn't  jrive  one  more  dime  to  the  Penn  Central  KailroacI  Co.  to 
hail  them  out  of  bankruptcy.  Because  when  they  merged,  I  was — 
and  the  executive  secretary  of  the  Iowa  State  Commerce  Commission 
WHS  Harold  Hufrhes.  our  former  Governor  and  State  senator — and 
they  had.  Well,  it  seemed  they  wanted  to  }ust  ignore  the  railroads  in 
tlie  Midwest.  And  Senator  Hughes,  of  course  at  that  time  told  me — 
this  was  in  1!)~;J — that  they  should  do  something  for  the  Midwest 
railroads,  and  ho  would  do  everything  he  could  to  get  it.  Senator 
Clark  was  here  also.  And  he  gave  me  the  same  assurance.  But  they 
have  neglected  to  do  that.  "What  I  want  to  see,  is  that  you  people  get 
l>eliind  this  n-vamping  of  this  Rock  Island  Railroad,  so  they  do  have 
some  way  of  shipping  their  corn,  to  their  markets.  \\Tien  the  merger 
cann'  about  11  years  ago.  I  talked  to  Mr.  Stoddart.  president  of  the 
I'nion  Pjuific  Raili'oad  and  tried  to  get  him  to  quickly  take  over  the 
liock  Island  Railroad  and  run  it.  because  they  were  in  bad  circum- 
stances then.  And  anyhow,  they  haven't,  because  of  the  restrictions 
that  they  put  in  this  merger,  after  it  was  finally  approved  by  the 
Interstate  Commerce  Commission,  and  told  them  they  could  go  ahead, 
they  formed  a  holding  company,  which  is  the  woi-st  thing  that  they 
could  have  in  this  countrv'.  And  they've  got  a  big  bank  in  New  York 
who  tells  them  what  they  can  do  and  what  they  can't  do.  The  XTnion 
Pacific  has  plenty  of  money.  They  make  more  money  off  their  oil 
|)roduetion  than  they  do  off  their  operation  of  the  railroad  as  of 
to(hiy.  But  anyhow,  we've  got  to  do  something  to  get  them  going. 

But  what  I  wanted  to  sti-ess  more  than  anything  else — which  was 
what,  Mr.  Cox  spoke  here  about,  he  was  against  the  commodity  futures, 
that  supply  and  demand  should  be  setting  the  prices.  And  if  you  have 
the  market,  why  you  can  raise  all  the  corn  and  soybeans  and  other 
groin  products  that  you  need,  provided  you  use  a  little  caution  and 
not  get  pushing  too  strongly. 

I'm  also  against  the  conglomerates.  These  conglomerate  farmers. 
And  the  two  real  j>roble,ms  is  the  Cargill  Grain  Co.  and  the  Ck>nti- 
neiital  (Jniin  Co..  which  back  in  l!>7-2  or  IST.'i  when  they  started  in 
the  fall — Septemlter.  T  Iwlieve  it  was — to  boosting  up  the  price  of 
soybeans  from  SS.r.fi  a  bushel  to  $12.!)0.  They  wouldn't  accept  it  to  let 
this  slide  along.  It  used  to  be  10  cents  a  bushel  is  all  they  could  raise 
the  price  or  lower  the  price  in  any  one  dav's  action.  Well,  then  they 
go  t<i  this  terrific  Soviet  ovei-seas — and  Secretary'— I  can't  say  hi.s 
name.  And  the  other  Secretary  of  Commerce,  they  were  the  ones  that 
n-ere  su])|>oHed  to  o\ei-see  that.  They  come  in  and  asked  for  20  cents. 
They  could  gamble  the  corn  up  and  down  in  a  day's  time.  Tliey 
were  ^uisricd  with  that,  and  they  come  back  and  asked  for  40  cents, 
and  liiev  ."ave  it  to  them.  And  then  they  went  back  and  took  it  all 
off.  \wi  that's  when  thoy  l)oo:rted  the  price  up  to  S12.40 — after  yon 
guvs  liad  sold  vour  !)eanH.  And  Caigill   had  it  loaded  aw,ay.  and 
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CoKtiiicntal  Itnd  it  loaded  nway,  ami  that  other  prain  company — I 
cmrt  think  of  the  iiaiiK^.  But  anyhow,  they  are  the  ones  that  made 
the  nioni'v.  Yon  didn't  make  the  moncj'.  We  didn't.  We  were  tickled 
to  death  to  sell  onr  beans  for  $3.o6,  because  the  year  before  we  got 
)<■{.')(;  a  bnsliel.  This  n-as  quite  a  bit  to  us. 

liiit  aiiyJiow,  that's  somethinjj;  that's  got  to  be  done.  I  want  to  stress 
thiit  to  the  Senator,  tliat  tliis  Commodity  Futures  Market  has  to  be 
tmide  re8|)oiisi\e  to  tlie  faiinei-s.  And  we  want  something  done,  xind 
I  think  yon  gentlemen  would  be  goofl  to  write  your  ^uators  and 
Cougri'wsn It'll  and  awk  them  to  do  something  about  the  gambling  on 
thi.s  futures  uiarkct.  That  same  year  they  went  to  $12Jao  on  the'llth 
day  of  June  litiS.  I  happened  to  go  to  the  gruiji  territory  down  on 
tile  southwest  Oklahoma,  Texas,  aiid  a  few  other  places;  and  on  my 
way  lionie  I  stopped  in  Miami,  Tax.,  for  lunch.  I  was  sitting  t^ere  at 
a  table,  my  wife  and  I,  and  a  few  other  people  at  another  table,  8  to 
12  lauc'lipr.s.  They  weie  just  sitting  there  crying  their  eyes  out  about 
lilts  soyl>eau  meal  that  was  boosted  from  $130  a  ton  to  $450  a  ton. 
Tliey  said  yon  can't  feed  that  to  our  feeder  calves.  So  one  man  said. 
"1  raise  ai-ound  400  to  500  450-pound  beef  cattle  for  sale  to  feedei-s." 
iiiid  he  says,  '"I've  got  to  jnst  let  them  cat  hay  and  grass  and  just  get 
along  the  best  way  they  enu." 

And  anyhow,  that's  wliat  I  would  like  to  see  you  gentlemen  do. 
1  rge  your  Senators  and  Congi-essmen  to  do  something  about  the 
Commodity  Futures  Market,  and  also  get  this  national,  or  U.S.  Eail- 
load  Association  to  doing  sometliing  for  the  Bock  Island. 

Senator  Ci.AiiK.  AVe  appreciate  very  much  your  testimony,  Mr. 
Duvis,  And  I  am  particularly  glad  that  somebody  testified  here  about 
t  he  llock  Island.  I  met.  in  fact,  with  the  pi-esident  of  the  Rock  Island 
hist  week,  and  dts<;uss(^d  with  him  some  of  the  alternatives  available 
ihi'oiigh  s|)ecial  tegi»lation.  One  thing  is  certain,  and  that  is  the  Eock 
Island  has  continued  to  run  in  this  State.  In  the  19  or  20  States  that 
it  serves,  it  clearly  serves  Iowa  moi-c  heavily  than  any  other  State. 
A^'e  have  assurances  that  its  going  to  continue  even  under  bank- 
ruptcy, but  that  is  a  very,  very  poor  way  to  run  a  railroad.  We  are 
trying  to  avoid  that  if  at  all  possible.  We  have  talked  to  the  ICC 
last  week  with  Senator  Hartke,  Chairman  of  the  Transportation  Com- 
mission, who  has  agreed  to  hold  hearings  starting  on  Monday.  So 
we  iuv  going  to  look  at  all  those  alternatives,  all  of  the  alternatives 
that  arc  available  to  ns — because  we  have  to  keep  that  running. 
Thiuik  you.  We  are  \Qvy  grateful  to  you  for  being  here  to  testify. 

Mr,  Davis,  Thank  you  very  much. 

I  TJie  following  nuiterial  was  submitted  for  the  record  by  Mr. 
Clink:] 

FOKT  Dodge,  Iowa,  April  9,  1975. 

IiK.AB  Mk.  Davis  :  .Vfter  rending  tlie  nrtiele  in  the  Kegistfr  tliia  morning  about 
(lie  lt;c  plans,  I  iloubleil  my  contribution  but  liave  Jatcd  the  check  aliead  as 
I  Uayi-  to  gel  more  money  into  the  account. 

I  ill'  BO  hoiif  your  iiroject  and  fight  to  save  the  Rock  Is^land  in  toto  will  he 

SIHCI'SKtlll. 

J  KavR  one  of  your  risers  to  a  friend. 
Yours  truly, 

A  NX  Smeltukk. 
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Iowa  State  Covscil  of  8k:4Iob  Citizens'  OROASIZATIORft, 

Des  Jlolncg,  Iowa. 

Ilonurablp. , 

Mcnihcr  tif  ('imgrcitii, 
Xrnnhington.  D.C. 

I>t':AK  Ki[[ :  Ttiis  I'leii  in  iimile  to  you  Gentlemen  ou  belinlf  of  those  Cltleens, 
(Villi  Iinve  lieeii  left  out  <>f  the  Aid  tn  RailroadK  In  the  states  other  than  those 
III  tlic  Nurtli  East  Ciirridiir  Hiul  a  Fen-  Midwest  States  If  we  are  to  have 
(ioiid  Kouiiil  Passeiiifer  uud  Freight  Service  we  MiLst  liave  Equal  CooiiectiDK 
Service  li.v  all  RnilriHids  In  the  Entire  I'lilted  States,  not  liint  Pie<-e  Meal 
()] tern t  ions,  e.ipwially  tlie  IVnii-Centrnl.  an  ■  tliey  ore  resiwnstble  ftir  their 
Fiiiniieial  DlBlcnlty.  Tlie  L'ennMylvaiita  Railroad  prior  to  the  Slerger  with  the 
New  York  Central  was  the  Rlohest  Railroad  iu  the  1'.  S.  Wiiat  became  of  the 
Nine  Hotels.  Twenty  Six  Offlce  Bnildincs  and  ^ladlHOD  Square  Garden?  which 
jirodneed  as  tnurh  Revenue  as  did  tlie  Rail  Operations,  it  wa»  the  Crootcs. 
Kliorfiy  after  the  Merecr  they  Formed  the  Peiin-C*ntral  Company  and  they 
)))ddli'd  awiiy  these  Real  Estate  Holding  then  they  loft  Money  and  Claimed 
llankruptey-  those  involved  must  Ike  made  to  aevount  for  tliis  Plsaapeiirance 
l>ef<ire  any  Tax  Dollars  is  used  to  Hail  them  out.  Tlie  I'eople  In  the  area  need 
Help  and  Service,  hut  make  tlie  (.'rooks  Make  Restitution,  then  Go  from  there. 
This  operation  mokes  U'atereate  look  like  a  kids  ^me. 

I  am  enclosini:  a  Proimsal  that  will  Provide  Paasenmer  and  Rail  Freiglit 
Servii-e  in  All  Slates,  liowever  tv-e  must  have  proper  snpervlRloa  by  Experienced 
RHllroad  Personal,  not  like  Amtrak  It  Is  also  a  Failure,  Rim  by  a  Chemical 
Eiifcineer,  turn  the  PassciiKer  Trains  Rark  to  the  Railroads,  make  them  live  up 
to  their  Cliarters.  furnish  complete  Service  ns  the  T-aw  Requires.  We  congratu- 
late Senator  Vance  Ilartke  for  his  Introduction  of  the  Rail  Service  Act  Amemt- 
mentK  nf  1»73  S.  'JOdO.  this  is  a  good  start  but  Fails  to  Consider  All  tlie  People 
In  all  the  StateH.  Xow  It  is  up  to  you  Gentlemen  if  you  arc  Ccncemed  ahoot 
those  that  you  Represi>nt.  Ui  see  to  it  that  R.  2060  is  Amended  to  provide  a 
Federal  Rail  Right  of  Wiiy  Trust  Fund  as  cnntained  in  our  proposal,  this  will 
>>e  a  Fair  antl  Equitable  Profsram  for  all  Transportation  Groups,  namely 
fur  Itunkrupiing  the  Railroads,  as  they  have  consistantly  Subsidized  the  Trucks 
to  the  tuue  oE  Xinty  Four  Billions  of  Dollars  since  the  Enactment  of  the  Inter- 
state Highway  S.vsteni  in  lfl.iG.  and  the  Airlines  in  tlie  I^st  Fifty  Tears  in  the 
nnioiint  of  Eishly  Elcht  RiHlons  of  Dollars.  Xow  Conitresa  can  Redeem  Itself 
liy  Civiii;!  the  Ralli'onds  n  Fair  Competitive  Chance  of  Operation. 

W"  iiri-  .il>:'i  sii<>iisi)rlnc  \  yj,V.  Program,  a  copy  is  enclosed  for  your  hifor- 
mnli'Mi,  Sntiii'lliii));  iniiNt  lie  done  In  regard  to  tlie  Illceal  Manipulations  in  the 
(■..iiuimdlty  Futnn's  Miirkrls.  I  noted  tnday  the  Piicp  of  Wheat  was  Riilled  to 
tlie  ItidlciiloiiK  Price  of  :<:t.24  a  Itii.  the  Gamblers  did  It,  not  supply  and  demand, 
u"  one  has  even  mentioned  the  Rfal  Culprits,  the  nu.vers  and  Sellers  who  h.ive 
no  PuHMisc  exci'pt  to  G:iiiible.  nuikc  them  Accejit  Deliverv  and  Warehouse  or 
Pay  Ten  Per  Cent  on  All  Piiys  nnd  Sales.  Look  what  they  did  with  Soy  Reani 
iiiKi   SoyliiMu  Me;il.  llmr  1>^  what   SIniled  lliis  whole  mess  of  Increased  Prices 


,y  Google 


87 

iiliiLi^'  witli  titf  MniiiiiitluUtI  Kiile  of  Gralus  to  RusHla,  tlien  Came  Farce  One, 
t'lii'ci-  Two,  Fnn-i'  'I'liree  and  Fuflurp  Fdiir,  It  possible  1  ivonld  like  to  see  the 
Ciiiiiiniidit]-  Future)!  ^[arkel•I  Outlawed  and  Closed,  let  tliem  Shoot  Craps  or 
i'liiy  the  Roulettp  Wheel. 

We  also  naiit  tlie  Tax  luxip  Holes  for  the  Rleh  Closed.  I  jnst  noted  that  the 

Si'iiiite   Approve*!   fi    Twenty   Billion    Dollar   Three   Year   Interstate   Highway 

priitiritm,  Wlien  ix  TIiIh  Unfair  SuUiidy  going  to  Cease?  1  hoi>e  tliat  yon  can 

^ea  the  way  cleiir  to  help  all  of  year  ConstltneutH,  not  Juet  a  Few.  lliank  Xon 

Sincerely  I'ours, 

Claude  E.  Davib, 

Pretident. 

VIP 

Vi-i  yon  are  A  VEliV  IMI'ORTAXT  I'ERSOX.  that  U  tf  you  are  concerned 
iilHiiit  the  Iligli  ro»<t  of  I.lrinE  and  want  to  see  conietliing  done  about. tt,  by 
KeiiiK'Sting  that  Yonr  ifenatorti  and  Representatives  in  Washington.  D:C.  Do  a 
'i'liiirniigh  and  Comiilete  Investigation  of  the  Commodity  Futures  Markets. 
Siune  MemlierM  Elected  to  the  Congress  do  att  they  please  unless  called  upon 
to  Supimrt  I'rograniM  that  tlie  Feojile  "THE  VOTERS"  Back  Home  Need  and 
W;int  t:iiJKTi>d  for  the  good  of  all  Citlwiix. 

Here  is  file  "Vir"  I'rograni.  We  are  Demanding  that  all  THOSE,  BIG  and 
SJIAI.I,,  who  hart  a  part  In  the  Croohed  Manipulations  and  the  Illegal  Bulling 
I'll  the  I'rice  of  SOY  BEANS  From  $3.B6  a  Bu.  in  the  fall  of  1972  to  the 
KiilLciilous  Price  of  $12.1)0  a  Bu.  on  June  10,  lfl73,  also  during  the  same  period 
They  IllPgnlly  Biillert  the  I'rice  of  Soybean  Meal  from  ¥130.00  a  Tori  tft  M51.00 
ii  i'oo.  These  Ci-noki'd  and  Illegal  Jlnnlimlations  has  already  caused  HIGHER 
FIKIll  PRICES  and  we  can  exiiwt  a  much  Orenter  Rise  in  the  Months  ahead, 
'I'liesp  Illegal  Man  ipu  In  lions  <-nn  he  charged  to  the  CEA  and  Alex  Caldwell. 
whii-'e  resiiousiliillty  it  is  to  Keep  A  Close  Watch  on  Commodity  Futures 
Mjtrket  Tnidiug  and  Stop  these  Illegal  Acts  In  Buying  and  Selling  hefore  it 
^'i-ls  out  of  iiiiiid.  Where  was  He,  and  Wiiy  no  Action  Taken  to  Htot>  It?  We 
K'tiiiesi  that  he  be  Fired,  Tried  in  Court  and  Jailed  for  allowing  this  to  occnr. 
Wi'  iil>*fi  reituest  that  the  I'rlce  of  Soy  BeanH  be  Reduced  to  at  Least  $4.00  a 
Itu.  and  i^'iylK-an  Meal  Reduced  to  at  leaHt  $150.00  a  Ton,  also  Reasonable  Roll 
Hiiiks  in  Trices  of  nil  Items  that  were  effected  by  the  Soy  Beau  Price  Rise.  The 
Fulures  Markets  on  Cattle  and  lloipt  also  Must  Be  Reduced,  as  Soy  Beans  Did 
If.  We  also  Reriuest  that  Reasonaiile  Reductions  be  Made  in  the  Price  of  Wheat 
iiLid  Com  to  the  prices  that  existed  liefore  the  Sale  to  Russia,  We  Demand 
ihiit  Coiitlneiital  and  Cnrgill  Grain  Companies  and  All  Others  who  had  a  part  in 
the  Conspiracy  to  Conceal  the  Buying  of  Wheat  and  Com  on  the  Sly  that  was 
III  lie  Sold  to  Russia,  then  those  aame  Sneak  Thieves  went  to  the  TTSDA  to 
nitike  sure  that  their  Hidden  Buvs  would  get  a  Forty  Seven  C-ent  Subsidy  a  Bu. 
Whoever  Approvwl  this  CROOKED  Agreement  Should  Be  Fired  and  Jailed  for 
liieir  Criminal  and  Illegal  Act.  These  Crooked  Grain  Dealers  also  Sold  the 
Giainto  Russia  for  Thirty  Five  Cents  a  Bn.  I-esa  than  our  Buyers  and  Proe- 
csKor.'^  were  Paying  for  Grains  in  this  Country. 

We  are  RequestlTig  that  Conjrress  Investigate  these  Crooked  and  Illegal  Acta, 
and  Sec  to  it  tliat  Those  Responsible  be  taken  to  Court.  Tried  and  Fined  the 
M;i\iMiuui  Fines,  also  he  Ordered  to  REFUND  the  Illegal  Sniisldles  they  were 
lllcaaily  Paid.  Also  Sue  the  Grain  Companies  and  AI,T,  OTHERS  for  ITJJJOAL 
PROFITS  lK-rlve<l  From  the  CROOKED  Soy  Bean  and  Soylieali  Meal  Manlpula- 
lii'Us.  These  Fines  and  Refnnrts  should  be  I'sed  to  Reimburse  those  Caught  In  a 
lllTiil  llirou^h  no  Fmilt  of  Tlieir  Own.  such  as  the  Baby  Cliick  Hatchery  who 
liri'wned  Thonsanils  of  Bnby  Chicks  lieeause  of  the  Manipulated  Protein  Feed 
I'li^ls.  lis  tiirv  would  T.osc  to  Much  in  Raising  them  to  Broiler  Stape.  If  nnv  "f 
ITK  (■0X(;RESS:\IEX  fail  to  heed  and  PFRSI^E  our  REQUESTS 
.Wn  DO  NOT  VOTK  RIGHT  so  lis  to  CORRECT  THESE  TBRRIBT.E  CON- 
JTilOXS.  IVR  ■WITX  'VIP"  VOTE  TN  PROTEST,  Next  Novemlier.  Like  We 
Pi.l  T.fi'^t  Xnv.mbcr  for  EX  SENATOR  -TACK  MIIJ.ER.  .TOTX"  XOW  IF  TOU 
WANT  A  SiJTARE  DEAf,.  Von  ivili  lie  furnished  a  Memhershnp  Card.  A. 
V  l.i'.  l';n.  lui.l  n  list  ii-  to  HOW  VOl-R  CONGRESSMEN  PERFORMED  AND 
\i>T1:ti.  Tlicji  it  Will  Bo  I'p  To  YOU,  TO  GET  OUT  AND  VOTE  FOR  YOUR 

in';.<'r  ixtfrrsts. 

Ti:!-  V.T.P.  P"o(.'riini  Orgniiiwil  and  Siionsored  hv  Clniide  E.  Davis.  President 
i.f  U'A-  inWA   S'I'ATE  COrXCII,  OF  SENIOR  CITIZENS'  OROANIZATIOXS, 
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We  Need  All  Cfliiwnied  CitlBeiiii  to  JOI.N  IN  THIS  EFFORT,  besides  the 
Elderly,  We  N'et'd  the  Low  Income  Worker,  The  Middle  Income  Worker,  Tbe 
Blind,  Tbe  Handicapped,  The  Small  Fnruier  and  Labor,  AIho  Ail  Those  Wlui 
ure  lieing  hurt  Finaiidallj  h;  HIGH  FOOD  I>RICE».  I  Dare  also  Presented 
to  CoiiKiesHional  Leaders  a  Bill  to  Rehabilitate  the  Railroads.  It  will  SaTe 
all  tlie  U.  S.  RallroadH.  iiot  juitt  tbe  North  East  Corridor,  all  Main  and  Branch 
I'lne  Tracks  would  be  Saved  that  Serves  Industry,  Branch  Line  Elevators.  ali«o 
assure  sufficient  Grain  Cars  to  Meet  the  Needs  of  Shippers  at  Harvest  Tiiqe. 
We  are  Arganizlng  A  VIP  Program  in  every  State,  I(  Concerned.  PLBASB 
.TOIN. 

AddrfMs 

aty    ZII'   

Member  ot 

Or  any  Concerned  Perwin 

MB:UBERKHIP— Printing  and  mailing  $1;  active  member,  {2:  HupportiDg 
member,  >4.  Mali  to  VIP,  P.O.  BO-  No.  1181.  Des  Moines,  Iowa—G0311. 

A    PBOPOBAI.   FOB   THE    RAILROAD   RIQHT-OF-WAZ    TAKEOVEB  BI   THE   FEDEKAL    GOV- 

ESNiiENT  To  Be  Ksown  ab  the  Fedebal  Rahjioad  Hioht-op-Wat  Act 

This  would  t'onHltit  of  transfer  of  rail  lines  from  the  private  sector  to  tbe 
Federal  xeutor  und  would  include  rail  lines  only.  (The  yard  or  terminal  facil- 
ities, towera.  depots,  shops  and  bulldlugs,  motive  power  and  rolling  stock  would 
not  he  included.) 

The  railroad,  when  using  this  rsll  tine,  would  pay  a  weight-distance  tax. 
That  Is  a  predetermined  tux  on  the  weight  of  the  commodity  being  shipped. 
Tliere  would  be  no  tux  on  an  empty  car. 

The  railroad  could  continue  to  maintain  said  line,  using  track  forces  for 
track  and  structure  work,  signal  forces  for  block  signal,  interlocking  and  crosit- 
ing  fiiguals  and  bridge  and  building  forces  for  bridge  work.  Said  work  could 
lie  performed  under  the  direction  of  the  Federal  Government ;  said  mainteoanoe. 
labor  and  material  actiml  costs  would  be  reimbursable  to  the  railroad  on  n 
(juarterly  or  )<emi-annual  basis.  The  railroad  estimate  or  inventory  of  needeil 
material  and  labor  would  be  open  for  review  by  a  Federal  Inspector,  or  In- 
spectors, 

In  the  actual  transfer  of  possession  of  tbe  rail  lines,  there  would  not  neces- 
sarily be  any  dollars  involved :  rather,  a  system  could  be  devised  whereby  the 
predetermined  dollar  value  of  the  right  of  way  could  l>e  paid  to  the  railroad 
in  the  form  of — say  30%  check  o(T  In  the  dollar  amount  of  tbe  cost  of  tbe 
weight  distance  tax.  Further,  the  per  mile  average  assessable  property  tax 
amount  could  be  credited  to  the  railroad.  In  this  manner,  the  value  of  tbe 
tranufered  jiroperty  could  be  properly  compensated  for  without  any  initial 
public  money  transaction. 

The  incentive  to  the  railroad  would  be  that  they  would  retain  private  owner- 
slilp  of  their  tenainal  facilities  nnmley.  trackage,  right  of  way,  shops,  towers, 
buildings,  etc.,  ill  the  terminal  areas,  rollluK  stock,  motive  power  and  depots. 
Further,  the  money  that  would  normally  have  been  committed  for  laltor  and 
material  for  track  foices.  signal  forces  and  bridge  forces  could  be  channeled 
into  other  areas  of  the  rail  plant. 

The  tax  credit  money  could  alsn  lie  channelled  Into  other  plant  areas,  thus 
girins  the  railroads  considerable  "estra"  dollars  with  which  to  upgrade  their 
plant  where  needed  most,  with  the  end  re.sults  that  tbe  geueral  sblppint;  public, 
as  well  US  the  total  populace  depending  on  rail  transportation  would  benefit 
by  a  lietter  grade  of  .service  and  more  efficient  and  economical  operation  of  the 
rail  plant. 

This  outlined  method  would  not  be  a  sulwldy.  It  would  not  be  a  public  grant. 
It  would  not  lie  a  guaronteed  loan.  No  nctunl  public  money  would  lie  Involved 
nt  the  offset.  Tills  would  not  lie  natlontiUsiatlon. 

This  arrangement  could  favorably  lie  compared  with  but  be  less  expensive 
than  what  is  lieing  done  for  tlie  trucks  and  busses  in  the  way  of  roads,  the 
waterways  for  the  Barge  lines  and  the  airports  for  the  airlines. 

The  railrcind-'  pioneered  anil  heliie^l  make  the  U.S..\.  the  greatest  Nation  in 
tbe  world  and  Iheir  revival  nnil  inipr<ivenipnt  Cfln  save  this  country  from  total 
disaster. 
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Tlio  jilii>ve  w<iiilil  I*  fair  operntiiiK  ri)(lit  of  way  casta  to  botii  typfs  of 
fri'icht  trniisiiortfttluii.  nainvly.  tbe  truck  and  the  railroad  operators.  The 
riHleral  Highway  TniMt  Fund  now  supports  the  hijchway  systems.  A  Federal 
Kiiil  Ritiht  of  Way  Trust  fund  should  he  enacted.  Both  truck  and  rail  operators 
sJiiinld  tH>  HHKessed  a  weight  distance  tax  for  their  use  n-hen  loaded.  Each 
riiiiil  slidiiM  he  inaiutalued  separately.  This  would  place  both  truck  and  rail 
niicriLtors  oit  a  fair  oinpetitfve  Itaslx  and  tihould  be  self  aupiiortlng  and  not  a 
hiirdi'].  cm  the  tax  imyers. 


Hock  Island  SnippERS  and  Eupt.OYERa  Railroad 

\\c  the  iiiidersii^ied  Join  tof!:ether  to  Form  A  Save  Our  Business  and  Jobs 
c'lii-poratiou.  Each  Rock  Maud  Employee  is  Urged  to  Join  if  you  want  to 
Siive  your  .loh,  also  all  Hhlppers  and  Businetis  Slen  are  nrsed  to  Join  to  8aTe 
your  CompnnleB,  BuKln«>se,  Elevntora,  Plants  and  your  Cities  and  Towns.  The 
Knllre  Rock  Island  Railroad  Must  Be  Kared.  A  Capitol  Stocic  Fond  will  be 
(Tiuted  to  Serve  as  a  Guarantee  Trust  Fund  that  will  enable  the  reoPKanlsed 
Itock  Island  Railroad  to  Obtain  Federal  Grants  and  Tx>aQS.  We  will  Run  and 
Cl|)erate  The  Entire  Rock  Island  Railroad  In  all  Thirteen  States.  All  Stock 
H'llders  will  meet  and  Elect  the  Offlcrra  that  will  Run  tbe  Railroad,  you  will 
Ih-  ftirnished  a  Proxy  Ballot  If  you  are  unable  to  attend.  This  Trust  Fund 
will  Iv  Insured  and  the  Officers  in  Charge  will  be  Bonded,  tbe  Money  will  be 
Banked  and  will  Earn  Interest. 

Signed. 
Xnnie  

i'ity  or  lowir""J^Jjr""JJLV"-^^^^^^ 

SlilpiNT  or  employee 

l':ni|iloyee.  I  pledfie  $6,000.00  to  be  Paid  $25.00  Each  Pay  Day,  Total  $50.00 
Per  Month  for  Ten  Years,  We  will  accept  larger  payments  or  the  Total  in  Full 
if  you  can  iiossibly  do  it.  If  you  now  hare  a  Savlnes  Account  drawing  Interest 
yon  can  Earn  the  Same  Interest  in  our  Trust  Fund.  Also  ne  have  decided 
that  we  will  open  Savings  Accounts  In  the  Cities  and  Towns  Banks  where  you 
Reside  in  the  Name  of  our  Tmst  Fund,  in  this  way  we  will  not  be  hnrting  your 
I.oT'iil  Bitnks  in  reaiard  to  your  Savings.  If  you  possibly  can,  a  larger  pledge 
will  111'  a  ifreat  help  In  enlargeing  our  Fund  and  make  it  More  Impressive  so 
tliitt  we  <'jiii  Take  Over  the  Operations  as  soon  as  Possible. 

Shippers  and  Others  Interested.  As  I^arge  as  you  can  Afford  or  what  you 
Feel  A  Good  Operalioii  Railroad  is  Worth  fn  Yonr  Business  and  City  or  Town, 
Wi.  will  fJlndly  Accept  Finnncial  Help  from  an»  one  that  is  Interested  In  our 
Soviiic  The  Rock  Island  Railroad.  WE  WANT  NO  PART  OF  THE  FOUR 
-lESSEE  JAMES  RAILROADS  THAT  WANT  TO  WRECK  AND  STEAL  THE 
ROCK  ISLAND. 

Mnke  your  Checks  Payable  to  the  ROCK  ISLAND  SHIPPERS  ft  EM- 
PLOYEES TRUST  FUND.  In  Short.  B.  I.  SHIPPERS  ft  EMP.  TRUST  FUND. 
Mail  to  ROCK  ISLAND  SHIPPERS  ft  EMPLOYEES  RAILROAD,  P.  O.  BOX 
A.  K,.  DES  MOINES,  IOWA  50302. 

Director  of  the  Trust  Fund.  Bonded  and  Insured :  Claude  E.  Davis,  Rock 
Tslnnd  ETUplojec,  Forty  One  Years.  432  Tonawanda  Dr.  Apt.  104,  Des  Moines, 
low.i,  ,50312. 

Senator  Ci-abk.  Our  next  witness  is  Anna  Jemigan,  with  the  Nutri- 
tion Council  of  Iowa,  here  in  Des  Moines.  Perhaps  you  could  identify 

yourself  in  a  little  more  detail. 

STATEMENT   OF  MS.   ANNA  K.   JEKNIGAN.   mJTEITION  COTTUCIL 
OF  IOWA,  DES  MOIBES,  IOWA 

:Mfl.  Ji:rn-ioax.  Well,  I  really  work  in  the  Health  Department,  but 
tliif^  ciuno  up  suddenly  so  I  did  not  communicate  with  the  Council, 
and  I  :iin  not  spooking  for  tlie  Health  Department. 
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Stmator  Clark.  Fine, 

'Ms.  Jkrniqan,  We  are  quite  concerned  that  enabling  Iccislation  and 
appropriations  for  State  programs,  for  women  and  children,  will 
end  June  30,  1975,  We  are  interested  in  new  legislation,  the  ^natc 
bill  850  and  House  bill  H.R.  4222,  and  that  they  be  given  considera- 
tion, rnie  primary  benefits  of  the  WIG  program  is  to  provide  enriched 
iron  formulas  for  infants  and  some  nutritional  food  for  mothers  for 
6  months  following  delivery.  I  hope  that  the  appropriations  will  be 
increased  this  year.  I  am  also  concerned  that  an  appropriation,  for 
supplemental  lood  programs,  and  the  milk  program,  will  be  con- 
tinued. I  am  concerned  that  the  administration  is  thinking  of  using 
a  block  grant  for  these  programs,  and  that  many  of  the  standards 
might  be  dropped,  and  that  the  programs  would  be  available  only  to 
low  income  children.  I  am  concerned  that  school  lunch  programs 
are  already  being  invaded  by  vending  machines  in  many  cases,  and 
our  children  are  tending  to  go  the  snack  route  entirely  too  much.  T 
think  one-third  of  the  recommended  daily  allowances  should  be  of- 
fered for  lunch,  and  the  one-fourth  of  the  RDA  for  the  breakfast 
program, 

I  am  looking  at  this  from  the  standpoint  not  only  of  food,  but 
from  the  standpoint  of  health.  Wo  really  don't  have  research  to  show 
good  nutrition  prevents  mental  i-etardation,  l>ut  we  do  know  that 
it  does  affect  the  children  in  their  learning  experiences  and  their  dis- 
cipline and  in  many  other  ways,  I  think,  too.  a  generation  of  children 
who  will  be  able  to  cope,  need  to  start  with  sound,  healthy,  solid 
borlies.  It's  imperative  that  good  nutrition  be  a  part  of  tins. 

■Senator  Clakk.  Thank  30U  very  much.  We  appreciate  your  coining 
over, 

Ms.  Jernioax.  Tlitink  tou. 

Senator  Ci^vbk,  Gerald  Hankin,  who  is  a  farmer  from  Grinnell, 
I  think.  Mr,  Kankin,  you  are  representing  the  Grange,  are  you 
not?  I  think  we  have  had  a  great  number  of  farm  organizations  rep- 
resented here,  and  certainly  all  of  their  views  have  been  represented 
here.  I  have  heard  their  national  president  speak  in  Wadiington 
earlier, 

STATEMENT  OF  OESALS  RAHEIIT,  OSimTEIL,  IOWA 

Mr.  Rankin.  Dick.  I  have  seen  you  before.  I  walked  with  you 
when  you  walked  through  Jasper  County, 

Senator  Ci^^rk.  Yes,  I  remember  that,  in  the  summer  of  1672, 

Mr,  Rankin,  I've  )ust  about  seen  everything,  I  guess,  in  farming. 
I  am  presently  serving  as  Chairman  of  the  Jasper  County  Regional 
Planning  Commission,  which  is  the  coordination  of  all  the  towns 
and  people  of  Jasper  County,  I'm  on  the  Health  Planning  Council : 
on  the  board  of  OEO  in  Jasper  and  Polk  County  area.  I  was  called 
at  the  last  minute  by  a  fellow  across  the  State  who  asked  me  to  come 
and  fill  in  for  him.  And  I  have  here,  Senator,  the  policy  of  John  Scott, 
the  national  master,  who  is  very  conservative,  and  verj'  constructive, 
in  his  thinking. 

We  have  hoard  that  out  of  committee  in  the  last  day  or  2  that — 
five  different  subcommittees  had  commentedj  and  are  well  versed 

Senator  Cij\rk.  These  are  House  subcommittees,  incidentally. 
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Mr.  Raxkix.  Yes.  And  $2.0",  and  also  they  i-evised  that  to  $2.25 
for  coin.  And  my  poisonal  feehng  is  that's  a  relevant  figure,  and  we 
can  live  with  that.  I  think  that  if  you  should  read  the  testimony  of 
.Tolin  Scott,  he  feels  that  we  should  nave  the  export  and  the  consumer 
and  the  supermarkets  and  the  producers — and  everyone  involved 
should  be  relevant.  We've  got  so  completely  out  of  balance  that  we 
litive  nothing.  I'm  a  farm  boy.  I  started  with  nothing.  I  got  to  where 
I  was  pretty  well  off,  but  if  we  have  another  year  or  2  like  this,  I'm 
^ioing  to  wind  up  right  where  I  started.  I  sold  $106,000  worth  of 
hogs  last  year,  and  I  don't  have  any  profit.  We're  still  trying  to 
l)ioce  out  the  cattle,  and  I  still  think  we  have  the  greatest  system  in 
tJie  world  with  this  all-out  caliber,  but  everything  needs  to  be  rele- 
vant. Evei-j'thing  needs  to  be  relevant  to  everything  else,  and  we  have 
got  completely  out  of  balance. 

I  don't  have  the  answer,  but  I'm  here  to  testify  about  the  target 
price,  which  is  what  Del  asked  me  to  come  here  to  discuss.  And  we 
feel  that— I  would  like  to  repeat  that  we  can  live  witli  $2.25  tarset 
]iiice  on  corn,  jijid  we  feel  that  in  time  the  livestock  portion  of  the 
operation  will  correct  itself.  But  it  has  a  long  ways  to  go  yet.  Thank 
you.  Dick. 

Senator  Ci^rk.  Thank  you  very  much.  We  appi-eclate  your  testi- 
mony. The  last  witness  will  he  Vic  Senechal,  who  has  been  kind 
enough  to  agree  to  come  out  from  Washington  from  the  Department 
of  Agriculture  and  to  testify  on  certain  provisions  of  the  disaster  re- 
lief clauses  of  the  bill.  And  we're  very  happy  to  have  you  here,  Victor. 

STATEMENT  OF  VICTOR  A.  SENECHAI,  ASSISTANT  DEPUTY  ADMIM- 
ISTRATOE,  IKTEHNATIOKAL  AFFAIRS  AMD  COMMODITY  PRO- 
GRAMS. AGRICULTURAL  SIABIIIZATION  AITO  CONSERVATION 
SERVICE,  U.S.  DEPARTMENT  OF  AGRICULTURE 

yU:  SENErTiAL.  Thank  you.  Senator. 

Senator  Clakk.  I  assume  that  you  do  not  have  a  prepared  state- 
ment, hut  I  may  be  wrong  about  that. 

Jlr.  Sexkciiai,,  Xo, 

Senator  Cl.\re.  I  have  about  8  to  10  questions,  and  so  we  will  just 
proceed  with  those.  One  of  the  things  I  think  that  concerns  us  with 
the  disaster  provisions  is  that,  as  we  understand  them,  cotton  farmers 
who  fail  to  plant  their  crop  of  cotton,  can  plant  soybeans  with  no 
loss  of  eligibility;  but  that  other  people  are  not  allowed  that  priv- 
ileee.  Is  that  accurate  or  not  ? 

yjt:  SENF.rii,vr-.  Yes,  sir.  that's  correct.  As  you  mnv  recall,  I  liave 
had  the  privilege  of  working  as  a  technical  adviser  for  the  Agricul- 
ture Committee.  I  think  it  might  be  well  to  understand  that  as  a 
matter  of  fact  that  this  was  initially  drafted  by  the  Senate  Agricul- 
ture Committee,  and  the  provisions  at  that  point  in  time  that  the 
.'^uiite  Agriculture  Committee  drafted  was  the  same  for  both  cotton 
and  for  the  grains. 

Senator  Curk,  Yes. 

Mr.  SENEriiAi^  And  this  is  what  it  said : 

If  t!ip  faruier  was  prevented  from  planting  an  acreaiie  of  cotton,  wheat  or 
tee<[  RrnEiis  fqiinl  to  thi.w  allotment  for  his  crop  and  he  was  also  prevented 
from  planting  any  other  »on.conservtn(!  rrop  on  the  farm  eguat  to  tbose  allot- 
ments, he  would  receive  a  payment  on  the  under  planting  of  the  allotment. 
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Sonator  Ci^rk.  Yes. 

ilr.  Seneciiai..  And  as  it  was  explained  to  me,  as  I  helped  to  draft 
this  particular  clause  in  tiie  legislation  togrether  with  llr.  Coffman. 
ivho  was  in  the  Office  of  the  (Jeneral  (Counsel.  T'SDA  at  the  time ;  the 
Senate  Committee  was  not  necessarily  inteivsted  in  making  a  payment 
to  somebody  who  was  pi-evented  fi-om  phintins  a  imrticular  crop.  They 
were  concerned  about  the  disaster  situation,  where  the  individual  really 
couldn't  get  any  cash  crop  planted.  And  as  the  example  came  to  us,  we 
don't  care  if  a  man  couldn't  plant  his  cotton  crop,  if  he  could  later  plant 
liis  soyl»ans.  So  this  is  tlie  way  it  was  drafted  initially.  What  happened 
was,  when  the  bill  went  over  to  tlie  House  Agriculture  Committee — 
and  of  course,  it  went  into  subcommittees  for  considerations — and 
part  of  it  went  to  the  cotton  subcommittee,  and  the  grain  part  west 
to  the  grain  subcommittee.  Well,  at  that  point  in  time  ttiey  were 
ohanged,  and  other  nonconserving  crops  wim  regard  to  under  plant- 
ing of  cotton,  was  eliminated.  The  grains  were  left  exactly  as  the 
Senate  Agriculture  Committee  had  drafted  it,  Consemiently  when  they 
came  back  together,  it  stayed  that  way.  So  really  wiat  we  are  faceil 
with  and  we  i-ecognize  it — is  the  fact  that  thei-e  really  isn't  very  mucli 
we  can  do  al>out  it. 

Senator  Clark.  In  other  words,  we  need  to  change  the  law? 

Mr.  Seneciiai-  Yes. 

Senator  Clark.  Cotton  farmers  are  at  a  certain  advantage,  as  com- 
pared to  feed  grain  producers — feed  grain  and  wheat  farmers  are  at 
a  disadvantage  as  compared  to  the  cotton  farmers?  Isn't  that  true! 

!Mr.  Seneciial,  Yes,  sir;  that's  true.  But  this  disadvantage  applies 
to  both  groups. 

Senator  Clabk.  Well,  we'll  prepare  an  amendment  to  it,  and  I  hope 
that  the  administration  will  support  tliat  amendment,  to  equalize 
that  opportunity. 

Jlr.  SEXEriTAL.  Weil,  sir,  I  am  not  in  a  position  to  be  able  to  speak 
for  the  administration,  but  certainly  I  think  the  Secretai^'  had  testi- 
fied to  your  committee — off  the  record — that  he  was  willmg  to  com- 
promise to  some  dcgT-ee  on  any  legislation  that  might  be  introduced. 
And  we  certainly  will  take  a  look  at  it. 

Senator  Ciark.  We  will  send  you  a  copy  of  it,  the  amendment,  and 
we  would  aprcciate  your  reactions  to  it.  We  don't  have  an  amendment 
piepared  yet.  but  we  intend  to  prepare  one. 

Iff.  Sexechal.  Yes,  sir. 

Soiiator  Clark,  Xow  the  act  as  it  relates  to  presented  planting, 
specifies  eligibility  is  determined  by  the  fact  that  "the  conditions 
Ixiyond  the  control  of  the  producer  cause  the  failure  to  plant."  Now 
considering  your  c-'ipcrience.  would  you  suggest  tightening  up  the 
language  nnil  amending  it  by  something  like  "weather  conditions 
Ix-yond  tlie  control  of  the  producer,"  rather  than  just  to  have  this 
vague  phrasing?  This  could  encompass  if  the  broke  foot  or  smne- 
fhiiig  similar. 

Mr-.  Sexechal.  Mr.  Chairman.  This  would  be  my  personal  opinion, 
hut  tlii-ouirh  the  experience  that  I  have  had  since  T  have  worked  with 
the  iidmiiii>itration  of  inogianis  over  a  numWr  of  ycai-s,  the  ter- 
minology of  "the  conditions  beyond  the  control  of  tlie  uroducei-"  is  so 
broad  that  you  really  don't  know  where  to  cut  it  off.  I  think  per- 
sonally that  it  would  be  gootl  if  we  did  take  it  back  to  natural  c 
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You  wouldn't  necessarily  have  to  have  it  be  adverse  weather,  there 
aio  other  natural  causes  over  which  the  fanner  has  no  control.  But 
"iieyond  the  control  of  the  producer"  is  so  broad  and  vague  that  it  is 
veiy  hard  to  administer. 

Senator  Clark.  All  right.  We  will  try  to  prepare  an  amendment 
tliere  as  woll,  Now,  thirdly,  it's  my  distinct  impression  in  listening 
to  the  Seci'etary,  that  there  is  a  strong  feeling  that  we  need  all-out 
procliiotion.  Total  production.  We  have  heard  that  over  and  over 
a<rain.  Yet  it  seems  to  me  that  we  are  only  willing  to  apply  a  guar- 
iintec  on  production  of  about  75  percent  of  the  com  that  the  UoDA 
Huticipatps  being  produced.  Xow  surely  if  we  need  production,  then 
it  spcms  to  me  that  we  ought  to  be  willing  to  share  at  least  some  of 
the  risk  to  the  producers.  My  question  is,  would  you  oppose  an 
amendniont  that  would  attach  a  guaranteed  yield  portion  of  the 
disaster  clause  to  the  acreage  planted  or  at  least  to  the  acreage  that 
you  desire  to  have  planted? 

Jlr.  Skneciial.  Well  again,  Mr.  Chairman,  I  am  not  in  a  posi- 
tion to  givf  you  a  yes  or  no  on  that  part  for  the  administration,  but  I 
might  tell  you  this:  I  think  what  you  have  reference  to,  sir,  ia  the 
fact  that  the  provision  of  law  with  regard  to  loss  of  production  of 
a  planted  acreage  limits  the  coverage  to  the  allotment  times  the 
pstablishod  yield.  And  we  aie  vei-y  well  aware  that  in  Iowa,  in 
Illinois,  in  the  Com  Belt  here,  that  there  are  many  farmers,  for 
e.xaniple,  that  are  producing  com  without  an  allotment.  This  doesnt 
tit  them  at  all.  And  we  are  very  well  aware  that  manv  of  them — 
liecauso  the  allotments  were  established  on  the  basis  of  the  historical 
aci'eagc's  of  20  years  ago,  that  they  no  longer  represent  what  the 
fai-mer  is  doing  at  the  present  time. 

Senatoi'  Ci^vkk.  Or  what  you  want  him  to  do  ? 

Mr.  Senechai,.  Right.  See.  the  act,  as  I  understand  it,  was  to  pro- 
\-ide  for  legislation  which  would  allow  the  farmer  to  produce  those 
crops  he  can  product  most  efficiently,  without  any  interference  from 
the  Government. 

Sonatoi"  Ci^vRK.  Eight. 

Mr.  Senechal.  And  thei-e  is  no  question  in  my  mind — ^that  this 
disaster  provision  with  regard  to  the  guarantee  on  his  production  is 
inequitable  because  of  the  fact  that  you  are  covered  only  to  the 
extent  of  the  allotment.  Not  what  you  actually  plant.  There  would 
!>p  no  question  in  my  mind  that  this  is  one  of  the  particular  weak- 
iK^sses  of  that  particular  law. 

Senator  Clakk.  We  have  agreed  on  almost  everything  today,  I  think 
that  is  true.  I  really  think  that  it  is  inequitable,  because  we  know 
of  situations  here — and  we  have  had  testimony  earlier  today,  and  we 
have  been  discussing  this  with  farmers  generally — that  really  peo- 
ple could  have  f-ubstantial  losses  if  thev  planted  over  and  above  their 
allotment.  jVnd  then  they  would  really  get  no  disaster  payments. 

Mr.  yEXKcirAi..  We  have  had  numerous  cases  called  to  our  attention 
whoi'c  a  farmer  who  may  not  have  planted  above  his  allotment  this 
year,  and  another  alongside  of  him  had  planted  three  or  four  times 
the  allotment,  and  both  had  disastrous  crops,  only  one  of  them  re- 
ceived benefit  from  the  act. 

Senator  Cr-.vRK.  Kight.  Tliat's  right.  Now  if  the  producer  who  had 
invested  in  his  own  crop  decided  to  plow  it  under — obviously  it 
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would  be  woi-tliless  because  of  a  disaster — it  seems  to  me  that  under 
the  pi'eseiit  piocedui-e,  an  adjuster  T\'ill  probably  still  dsfide  that  it 
has  value,  and  assess  that  value  against  the  guarantee.  In  other  words, 
as  I  understand  it,  in  the  past  we  have  had  adjusters  who  would  give 
a  certain  value  to  a  crop  even  after  it's  been  plowed  under,  under 
tlie  present  system  as  I  understand  it.  Doesn  t  that  seem  unfair* 
Shouldn't  that  be  assumption  enougit  that  that  crop  was  a  total 
failure,  or  not? 

Mr.  Seneciial.  Mr.  Chairman.  This  was  one  of  the  verj-  difficult 
decisions  we  liad  to  make.  As  you  well  know,  this  provision  was 
brought  into  play  for  the  first  time  with  respect  to  the  lfl74  crop.  We 
alreadv  had  authorized  by  Congress  another  agency  (FCIC)  which 
administered  a  similar  type  program— also  they  were  to  make  their 
operations  self-sustaining.  In  other  words,  their  premiums  should 
balance  out  to  the  indemnities  eventually  paid  out.  And  so  this  be- 
came a  difficult  situation.  We  felt  that  we  could  not  undercut  a  sister 
agency  which  was  operating  a  similar  program— 4;ht8  is  the  problem 
we  face.  And  so  what  we  did  with  regard  to  determining  production 
on  acreage  which  did  not  go  through  to  harvest — that  which  was 
totally  destroyed — we  pretty  well  follow  the  same  procedures  that 
FCIC  docs  in  determining  production.  Under  FCIC.  when  a  man 
reports  a  crop  loss  he  does  not  intend  to  harvest,  the  FCIC  adjuster 
will  come  out  and  put  a  value  on  it  and  charge  it  against  the  coverage 
that  he  has — well,  we  follow  the  same  procedures,  I  will  grant  you, 
sir.  that  it  does  seem  that  if  a  man  gives  up  on  a  crop  and  plows 
it  under,  it's  worthless  to  him.  but  this  is  the  situation  that  we  are 
faced  with.  And  the  reason  why  we  went  this  particular  direction 
is  we  tried  not  make  our  administrative  rules  so  much  different 
than  theirs  that  it  would  destroy  the  FCIC  program. 

Senator  Ci^rk.  I'm  not  sure  that  I  fully  understand  that.  I  would 
like  to  study  it  further.  We  have  had  testimony  here  today  at  some 
point  that,  or  discussion  about  the  fact  that  we  are  really  not  talking, 
when  we  are  talking  about  the  disaster  provisions  or  the  guarantee, 
about  acreage  or  allotment  times  yield,  we  are  talking  about  acreage 
times  the  10-year  yield.  Sow  doesn't  that  seem  some^^at  inequitable 
in  your  mind,  that  yields  are  constantly  increasing,  and  we  are  really 
averaging  out  a  yield  that  goes  back  to  what — lfl6S  or  1964  or  19651 
Why  can't  we  find  another  figure  more  up  to  date^ 

Jir.  Sexeciial.  Yes,  sir.  Well,  Sir.  Chainnan,  possibly,  it  might  be 
well  to  explain  why  we  took  this  particular  route. 

Senator  Cr^RK.  Yes. 

Mr.  Senechal.  I  think  you  are  entitled  to  it,  and  I  think  we  have 
certain  Members  of  the  Senate,  and  certain  Members  of  the  House 
Committee  on  Agriculture.  When  this  bill  was  enacted  into  law  and 
came  to  us,  it  was  our  responsibility  to  administer  it.  We  quickly 
did  an  analysis  of  the  provisions  of  the  act.  which  said  that  if  the 
total  actual  production  on  the  farm  was  less  than  two-thirds  of  the 
established  yield  times  the  farm  allotment,  a  farmer  would  bo  eligible 
for  this  payment.  This  is  what  the  statute  said.  And  of  course  there 
is  no  way  of  misinterpreting  that  as  I  see  it.  But  what  we  found,  and 
this  stems  back  to  the  programs  that  began  in  1065  when  we  deter- 
mined projected  yields  for  cotton,  wheat,  and  field  grains,  some  of 
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tlipso  projected  yields  were  too  high.  We  did  an  analysis  of  the 

miinber 

Senator  Ci-\bk,  WTiat  does  that  meaD — "got  too  high"? 
5Ir.  Senkchal.  Thev  were  probably  not  too  high  for  the  farmers, 
but  I  mean  they  were  high  in  reality  to  what  was  actually  being  pro- 
dneed  in  those  particular  areas. 

Senator  Clark.  I  see.  They  were  unrealistically  high! 

Mr,  Sevkciial.  Yes,  sir. 

Spnator  Cl.\rk.  I  see. 

ilr.  Seneciial.  What  we  found — and  I  think  cotton  is  a  good  illus- 
tration for  this,  because  this  is  the  first  one  we  looked  at.  Because 
of  the  fact  that  cotton  producers  could  just  about  cover  all  the  cotton 
that  was  planted.  The  grain  fanners  can't  do  that.  And  we  found 
that  there  were  132  counties  in  the  United  States  where  the  average 
annual  yield  for  cotton  in  those  counties  was  already  less  than  two- 
thirds  of  the  program  yields.  This  meant,  you  see,  that  if  we  didn't 
do  something,  these  farmers  in  these  counties  would  be  eligible  for 
disaster  payment  while  producing  a  normal  crop.  We  di&'t  stop 
with  cotton;  we  went  from  there  to  take  a  look  at  the  grain. 
And  I  will  grant  you  that  in  the  case  of  corn,  tlie  disparity  between 
program  yields  and  actual  yields  are  not  as  severe.  And  we  found 
also  in  wheat  that  the  same  situation  exists.  What  we  did,  was  to 
define  a  disaster.  So  in  order  to  avoid  this  unwarranted  exposure, 
if  there  was  actually  no  disaster  involved,  we  defined  the  termmology 
''disaster."  We  defined  the  teiminology  of  disaster  to  say  that 
disaster  did  not  in  fact  exist  on  the  farm  unless  the  total  production 
on  the  faim  is  less  than  two-thirds  of  the  10-year  county  average 
annual  yield  times  the  allotment  for  that  farm ;  adjusted  to  reflect  the 
individual  farm  productivity. 

Senator  Clark.  Why  could  you  make  it — seems  to  me  what  you  are 
saving,  particidaily  in  view  of  the  cotton,  the  history  of  cotttm. 
Ai-en't  we  in  fact  asking  the  corn  fanner  tlierefore  to  sacrifice  be- 
cause of  the  inaccuracy  in  cotton  yields  and  perhaps  the  wheat?  Isn't 
it  possible  that  within  the  terms  of  the  law  that  you  could  establis}i 
a  diffei-ent  avei-age  that  would  conform,  or  be  more  realistic,  more 
fair?  Not  favorable  to  the  producer,  but  fair  to  the  producer. 

Sir.  SEXEriL\f,.  '\l'e  could  have  established  a  different  base  for  corn 
than  we  have. 

Senator  Cl.\rk.  Yes,  but  we  are  talking  about  yields,  not  base. 

Mr.  Sexecital.  And  I  have  looked  at  it  very  carefully  but  when 
you  get  out  of  the  Com  Belt,  we  found  tlie  same  situation  existed. 
Wf  iiesitate  to  take  action  for  corn  in  view  of  the  tremendous  losses 
that  we  have  had  this  year,  but  you 

Senator  Clark.  Why  is  this  so? 

Afr,  Sf.xeciiai..  Weil,  seriously 

Senator  Ci.,\rk.  Because  of  the  cost? 

Mr.  Skxecilvi..  Yes,  sir.  The  upwai-d  trend  in  wheat  has  been  not 
so  .^ulisfantial  as  in  corn. 

Senator  Clark,  Xo.  But  there  was  a  loss.  If  USDA  refused  to  ac- 
cent it  the  producer  was  required  to. 

Air.  SENErHAL.  But  in  the  case  of  corn,  even  though  the  10-year 
avrrajre  was  not  as  representive  of  current  yields  as  is  the  case  with 
cotton  and  wheat 
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Senator  Clark.  But  the  reason 

Sir.  Senecual.  I'm  sorry,  Mr.  Chairman,  to  interrupt  you,  but 

Senator  Clark.  That's  all  right 

Mr.  Senechal.  The  reason  we  did  this  was  to  try  to  provide  a  con- 
sistent administrative  provision  for  all  of  the  commodities.  This  is 
basically  what  we  wanted. 

Senator  Clark.  I  think  it  leads  down  to  fairness.  That  that  adjust- 
ment ought  to  be  made.  But  in  any  case,  we  can  take  a  look  at  that 
statute.  I  wish  that  as  administrators  of  the  program,  you  would 
consider  making — just  in  case  the  statute  is  not  changed — making 
some  adjustment  there  for  corn,  I  think  if  you  had  a  large  cotton 
loss,  or  wheat  loss,  you'd  be  paying  realistically ;  where  in  the  case 
of  corn,  it  doesn't  seem  to  me  that  you  really  have  done  that. 

Mr,  Senechal.  "Well,  sir ;  when  we  went  into  this  program,  we  didnt 
expect  to  have  this  loss — the  voluminous  losses  that  we  have  had. 

Senator  Clark.  \o.  I  am  sure  of  that. 

Mr.  Senechal.  It  was  a  bad  year.  This  is  something  that  doesn't 
happen  ver\-  often. 

Senator  t'rj\RK.  We  have  a  copy  of  a  proposal  by  the  USDA  to 
eliminate  disaster  provisions  from  Public  Law  f)3-86  and  substitute 
an  expansion  of  Federal  crop  insurance  to  provide  equivalent  guar- 
antees at  the  farmers  expense.  Could  you  explain  tliat  proposal) 

Mr.  Sexeciiai-  Mr.  Chairman,  I  can't  give  you  any  complete  ex- 
planation of  the  proposal,  but  I  can  give  you  some  background  as  to 
the  reason  for  the  legislation. 

You  sec.  the  legislation,  as  I  undei-stand  it,  is  being  drafted  because 
the  intent  is  that  this  will  be  a  nationwide  crop  insurane  program  that 
would  cover  all  faims.  And  for  that  reason  it  is  being  drafted  by 
the  Federal  Crop  Insurance  Corporation.  We  have  not  been  involved  in 
the  drafting  of  that  particular  piece  of  legislation.  Trying  to  give  you  a 
little  bit  of  background  on  it,  there  had  been  some  concern  in  tl» 
administration  about  the  tremendous  losses  that  were  incurred  in 
1974  under  the  1973  acts  disaster  provision.  The  propoaal  as  I  under- 
stand it  sir,  will  be  that  to  eliminate  the  disaster  provisions  of  the 
1973  act  and  propose  for  the  Congress  to  consider  a  Kind  of  program 
which  would  be  nationwide,  rather  than  the  limited  program  which 
is  currently  being  operated  by  the  FCIC.  And  that  the  farmers  would 
incur  some  responsibility  by  paying  some  premium  for  this  coverage. 
And  right  now,  as  far  as  I  know,  this  has  not  gone  to  either  the  Vice 
President  of  the  Senate,  or  the  House  Majority  Xieader  for  considera- 
tion. It's  still  in  the  Department,  to  the  best  of  my  knowledge. 

Senator  Cijvrk,  I  will  watch  that.  Now,  it  is  my  understanding  that 
there  were  nearly  100  change  notices  and  directives  issued  in  1974 
in  tlie  implementation  of  this  act.  In  your  judgment,  do  you  think 
that  the  people  explaining  and  administering  the  program  understood 
it.  and  really  kept  up  with  the  changes?  Let  m©  just  proceed  on 
that.  We  have  had  a  number  of  farmers  who  maintain  that  they  really 
haven't  Ix-en  very  a pTJropr lately  instructed,  in  terms  of  what  is  or  -was 
happening.  Do  yon  think  that  is  an  appropriate  criticism? 

Mr.  Skxeciial.  Mr.  Chairman,  it  would  not  surprise  me  at  all. 
because  this  is  an  entirely  new  provision  of  the  program,  and  we  have 
not  administered  this  type  of  a  program  before.  We  were  sort  of 
rushed  in  getting  out  our  administrative  instructions  on  this  act. 
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I  don't  know  if  tlie  100  number  is  correct  or  not,  but  there  were  a 
number  of  them,  I  will  grant  you  that.  But  we  tried  the  best  way 
we  possibly  could  to  get  the  program,  as  it  would  be  administered, 
out  to  the  States.  And  we  tried  to  inform  the  farmers  in  the  best 
wuy  possible.  Now  I  think  possibly  there  is  no  question  about  it,  in 
the  first  year  of  operation  that  some  farmers  very  likely  did  not 
understand  it.  I  think  also  that  part  of  this  is  the  reason  that  most 
of  the  farmers  didn't  expect  to  get  any  loss  on  the  crop,  therefore 
they  probably  were  not  too  interested  until  something  happened  to 
them.  And  I  understand  this,  because  in  the  case  of  tne  farmer,  for 
example,  where  he  used  to  get  100  to  150  bushel  yield,  he  isn't  ex- 
pecting to  get  20  or  30.  So  it  just  doesn't  occur  to  him  that  it  is 
going  to  happen.  So  I  suppose  that  certainly  our  education  program 
did  not  roach  all  the  farmers.  I  would  not  deny  this.  I  think  possibly 
thcru  was  also  some  feeling  on  the  part  of  the  farmers  that  they  would 
not  get  any  benefit  out  of  it,  so  they  weren't  really  interested  in  it. 
So  it's  both  ways. 

Senator  Cl.vrk.  One  of  the  things  that  we  talked  about  this 
morning,  and  asked  questions  about  in  regard  to  people  here  in 
Iowa  who  were  administering  the  program,  is  the  question  of  the 
use  of  computers.  And  mv  question  to  you  is  why  were  computers  not 
nsed  to  si>eed  up  the  adjustment  process  in  1974.  It  seems  to  us  at 
least  that  would  simplify  the  procedure  for  the  county  office  em- 
l)Ioyees  if  that  could  ue  done.  Do  you  think  that  would  be  practical? 

Mr.  Sknkchal.  Mr.  Chairman,  we  ga\'e  this  very  thorough  con- 
sidei'ution  before  we  went  to  the  administration  with  this  program. 
There's  one  problem  that  we  have  with  a  program  such  as  this. 
Tlici-e  is  no  way  of  predicting  whether  or  not  the  county  is  going 
to  l);i.ve  a  disaster  or  not.  Naturally  in  a  normal  year  we  have  antic- 
ipated that  there  might  be  some  problems  where  they  might  have 
some  tyjie  of  disaster,  but  we  certainly  did  not  anticipate  what  we 
!!in  into.  It  was  finally  detei-mined,  after  we  had  assessed  the  situa- 
tion \orv  thoroughly,  that  in  most  counties  in  the  United  States,  90 
|)('rcciit  of  them,  or  9\i-n  over  that,  that  we  would  have  only  oc- 
ciisioniil  claims,  and  that  we  could  offer  better  service  to  the  fanner 
riting  the  drafts  in  the  county  office.  This  is  the  reason  we  did  it. 


And  I  think  what  actually  happened  in  Iowa,  in  South  Dakota,  and 
in  other  States  around  heie,  where  the  losses  weic  astronomical  the 
county  office  was  just  not  in  a  position  to  keep  up  with  them.  So  we 
did  the  Ijest  we  possibly  could  to  get  the  claims  adjusted.  And  of 
course  the  payments  have  to  be — we  just  weren't  set  up  for  a  situation 
like  that.  But  that's  the  reason  we  did  that,  because  the  farmers 
should  have  been  able  to  get  a  draft  much  faster  that  way. 

Senator  Cl.\rk.  Now  I  want  to  end  an  old  disagreement  between  the 
(wo  of  us,  T  wont  over  the  testimony  of  February  21,  of  last  year, 
iuid  wc  had  di^cusfious  at  that  time,  and  I  argued  about  your  antic- 
ipated national  avei'age  yield  of  97  bushels  per  acre  last  year.  And 
wi-  talked  about  that  in  relation  to  setting  the  allotment  of  89  million 
acres. 

Air,  Sknwii.xl.  Yes,  sir. 

Senator  Ci,.\rk,  S9  million  acres.  And  I  told  you  at  that  time  be- 
raiific  of  the  fertilizer  shortage,  that  we  were  putting  land  into  pro- 
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diictiou  that  hadn't  been  put  in  before,  and  probably  a  lower  quality, 
because  there  were  some  shortages  in  tenns  of  tlie  fai-m  machinery 
and  other  things,  that  that  semed  unrealistically  high.  And  I  told 

?ou  that  I  was  going  to  ask  you  about  that  prediction  at  some  time 
liter  about  that  97  bushels  per  acre.  Today  is  tne  day. 

Jlr.  SEXixmAL.  I  might  say.  Senator,  that  the  Department  has 
I'ecognized  probablv  some  of  the  reservations  you  had,  because  of 
tho  1975^ 

Senator  Clark.  Yes. 

Mr.  Senechal.  Finally,  what  they  did  do,  is  they  did  work  out  the 
formula  to  reflect  the  tiglitness  of  the  fertilizer  situation.  And  we  did 
end  up  with  a  lower  yield  than  when  we  had  before.  So,  Senator, 
I  won  t  argue  with  you.  I  think  I  can  sny  that  you  must  have  beeu 
riglit. 

Senator  Ci^kk.  "W^ell,  that  really  only  leads  to  another  question. 
And  tlmt  is  that,  is  it  entirely  coincidental  that  last  year  the  allot- 
ment was  89  million  aci-es  at  97  bushels  per  acre,  and  this  year  we 
have  93  bushels  per  acre,  but  still  have  an  allotment  of  89 — exactly 
89  million  acres?  Or  did  you  just  decide  on  the  acreage  you  are  going 
to  support,  and  adjust  the  figures  to  fit  that  ? 

Jlr.  Senechal.  No.  sir. 

Senator  Clark.  Why  ex.ictly  the  same  figure  ?  Ts  that  accidental ! 

Mr,  Skneciial.  It's  substantially  accidental.  Now  it  might  not  come 
out  exactly  to  the  R9  million,  and  that  may  have  been  a  little  bit  of 
an  adiustment.  But  Senator,  as  yon  recall,  the  statute  itself  docs  say 
that  the  size  of  the  allotment  sliall  be  the  amount  of  feed  grain,  or 
the  amount  or  mimber  of  bushels  of  feed  srain  that  the  Secretary 
estimates  will  lie  utilized  domestically,  and  for  export,  during  the 
following  year. 

Senator  Ci..\rk.  And  for  reasonable  carryover. 

'Sir.  Sexeciial.  Well,  there  is  a  provisfon  that  the  Secretary-  may 
adju-st  this  up  or  down,  as  he  sees  fit,  to  provide  for  an  increase  in 
carryover,  or  decrease  in  the  carryover  stocks.  And  the  size  of  the 
allotment  is  the  number  of  acres*  we  estimate  using  this  expected 
yield  divided  into  the  total  of  estimated  disappearance.  Now,  the 
reason  why  this  came  out  to  a  similar  figure,  even  though  we  lowered 
the  yield,  is  because  of  the  fact  that  wo  expected  our  total  consump- 
tion to  be  down  somewhat  from  what  we  had  projected  last  year. 
Xow  T  can't  say  that  it  came  out  exactly  to  89,  it  might  have  been 
88  and  a  fraction,  and  we  round  it  to  89,  but  it  was  the  comnutation 
nsing  our  best  estimate  of  supply  and  disappearance  for  the  1975 
marketing  year. 

Senator  Ci.ark.  Well,  then  is  it  fair  to  snv  that  you  really  don't  want 
all-nuf  m-oduction,  you  only  want  89  million  acres  of  production? 

Mr.  Sexeciial.  No,  not  necessarily.  Mr.  Chairman.  The  basis  that 
we  have  used  in  setting  the  allotments  is  what  the  statute  requires. 
So  we  set  it  up,  and  this  number  of  bushels  is  supposed  to  be 
covoi-ed  bv  tarcet  prices,  and  also  disaster  payments.  This  is  what 
is  required  under  the  act.  The  Department  had  annoimced  that  since 
fanners  were  free  to  plant  as  much  acreage  as  they  want  to.  the 
market  price  would  1»  sufficient  incentive  for  them  to  plant  enough 
to  produce  carryover  stocks,  rather  than  increase  the  allotment.  And 
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this  was  our  justiBcation  for  holding  both  the  wheat  allotments  Bind 
the  feed  grain  allotments  to  the .'  ■/ 

Henatoi-  Cl.vrk.  Well,  I  understand  your  reaaoning,  but  I  don% 
nsiee  with  it.  But  I  do  see  what  you  are  baying.  It  eeems  to  mei 
tlidiifrii,  that  if  you  are  going  to  ask  farmers  to  really  go  on  all-out 
pi'0(hictioii,  and  you  are  encouraging  them  to  produce  that,  that  thcii^ 
disitster  provisions  should  induct  that  acreage,  at  your  beat  estimated 
vifltl.  Tiiat  would  not  iiecessniily  be  true  of  the  target  price,  but  the 
disaster  ^n-ovisions  as  well.  Now,  if  you  don't  want  that  much  pro* 
(liK'tion,  it  seems  to  me  that  makes  sense.  The  market  price  may  gb 
up.  if  >on  dont  have  any  farm  program,  it  seems  to  me  if  we  are  going 
to  have  a  fann  program,  we  are  going  to  encourage  farmers  to  produce, 
thiit  wc>  should  give  them  that  assurance.  But  tha^  is  just  the  difference 
in  p)iilosnpliies. 

Mr.  Senechal.  I  might  add,  too,  Mr.  Chairmen,  that  one  of  the 
things  we  have  mentioned  before  an  increase  in  the  allotment  to  t^ 
to  iJiovide  for  increase  in  carryover  stocks  would  not  eliminBto 
infinities. 

Si-nator  Ci-\rk.  Yes. 

Mr.  JSknechal,  Wliicli  necessarily  wouldn't  provide  for  an  equi- 
table {Timrantee.  because  we  are  still  tied  to  an  allotment.  I  think  this 
is  one  of  tlie  weaknesses 

Senator  Ci^\rk.  I  think  so,  too. 

Ml'.  Sexeciial.  Right. 

Senatoi'  ('l<\rk.  I  think  something  should  be  done  about  that  al- 
IntTiieiit.  AVcj-e  yon  here  to  hear  other  witnesses? 

!AIr.  Sexeciial.  Yes.  sir.  I  came  right  after  lunch,  and  I  did  have 
an  ojipoi-tunity  to  listen  to  some  of  the  other  witnesses  while  I  was 
heif.  1  was  not  here  this  morning,  sir. 

Senator  Ci^rk.  OK,  we  appreciate  yonr  taking  your  time  to  hear 
them.  That  is  one  of  the  our  main  concerns  ond  that  has  been  ex- 
jiresscd  liere,  and  we  hear  all  across  the  country,  whether  or  not  we 
lire  going  to  produce  too  much.  That  seems  to  be  the  central  iastie—i 
pins  tlie  pxi>oit  controls  which  we  have  heard  a  good  deal  about  this 
nfteinooii,  as  we  did  this  morning.  And  so  we  invite  you  to  carry  this 
niessa;rp  l)ack  to  the  Secretary  of  Agriculture,  and  others  of  the  De- 
partment, and  we  appreciate  any  additional  comments  you  may  have 
alxint  the  disaster  provisions  for  the  record.  Thank  you  very  much. 

Mr.  Senk<-itai..  Tlinnk  you.  Senator. 

Scuiitor  Ci-ARK.  We  have  auothor  witness.  Roger  Horton,  farmer, 
I'liisil  Route  1,  Woodwai-d,  Iowa.  Roger,  would  you  come  down? 

Mr.  Horton.  Tliank  you,  Senator. 

Senator  Ci-vrk.  Roger,  you  just  proceed  in  any  way  you  think 
appropriate. 

STATEMENT  OF  ROGEE  D.  HOETON,  WOODWARD.  IOWA 

Jff.  Hiiirmx.  Senator  Clark.  T  want  to  thank  you  for  coming  and 
for  showina  this  interest  in  the  farmera, 

Fiist  off,  I  sat  out  there  and  I  heard  the  target  price  talked  from 
$1.00  to  $2.  T  think  it's  hard  to  put  a  price,  because  last  year  I  paid 
P2'J.~),  and  this  vear  it's  going  to  cost  me  $325.  Mt  seed  com  Inst  year 
was  around  $54.90.  this  year  it's  $47.50  a  bushel.  You  want  farmers 
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to  pitxluce — we'll  produce  a)]  the  com  ajid  stuff  you  want.  But  I  tliiiik 
when  we  do  this,  we  should  be  at  least  guaranteed  our  rost  of  produc- 
tion. This  has  to  be  realistic.  You've  got  to  average  this  out.  I  can  go 
way  overboard^ — but  I  don't  think  any  other  induatiy  would  go  out 
and  produce  automobiles  or  trucks,  for  example,  or  anvtbing.  if  they 
knew  they  couldn't  meet  tlie  cost  of  pi-oductioii.  I  want  to  see  the 
(iovemment  say  we'll  stay  completely  out  of  the  farm  program.  So 
since  they  put  the  export  controls  on  us,  rather  than  ha\'e  that.  I 
would  rather  see  them  come  and  supjwi-t  us  for  the  cost  of  production. 
\ot  only  do  this,  but  have  Government  reserves  that  would  feed  the 
world-  If  we  have  a  Government  reserve.  I  think  it  should  be  on  the 
fai-m,  let  the  farms  have  the  say.  I  think  the  farmer  slioutd  have  the 
liglit  to  move  it  on  the  market  when  lie  wants  to.  And  you  should 
store  it  on  the  farm.  Xow.  I  could  be  wrong  on  this,  but  I  think  the 
elevator  in  town  got  more  for  my  corn  than  I  did  on  the  farm.  I  think 
about  '}  years  ago  the  ASC  had  a  progiam  where  yon  could  Iwrrow 
money  on  a  low  rate,  now  the  rate  is  about  the  same  that  I  can  liorrow 
it  from  the  bank  as  I  can  from  them.  I  do  think  grain  should  be  storml 
on  tlie  farm,  for  the  farmers  own  control.  And  I  think  if  you'll  put 
this  protrram  under  farm  rule,  you  have  a  higher  surplus.  The  targfet 
price — I'm  not  going  to  go  into  this.  I'm  not  interested  in  the  loan 
jirirc.  liecause  I  can  borrow  it  from  the  bank.  I  do  want  to  tell  you  if 
VOH  can  have  this,  I  think  you  will  get  a  profit.  And  myself.  I  used  to 
liavc  hogH,  dairy,  and  bepi.  liecf  prices  have  put  me  out.  and  labor 
has  put  me  out  of  the  dairy,  because  it's  hard  to  get  help.  I  used  to 
have  hay.  and  I  used  to  have  oats.  Xow,  l>ecause  the  disaster  came, 
and  that  allotment  was  based  back  about  15  yeai-s  ago.  Today's  farm- 
ing is  changing  at  a  gi-eater  i-ate,  so  those  things  should  be  bi-onght 
up  to  be  more  current.  Our  allotments  have  to  be  kept  up.  Another 
thing,  our  machinery  cost  is  up  pretty  good  this  last  year.  I  Iwuirht  a 
new  planter,  and  it's  up  10  percent  already  since  January  1,  And  with 
these  staggering  prices  on  our  increases,  we  have  to  have  some  kind 
of  reassurance  that  we  can  meet  at  least  our  costs.  Xow.  I'll  agree  that 
$12  l>eans  is  ridiculous.  That's  way  above  it.  That  is  ridiculous. 

Senator  Ci^ahk.  And  not  voit  many  people  got  it. 

Mr.  HoRTOX.  Xo.  And  I  think  you  should  get  into  the  larire  grain 
companies  and  investigate  them.  That  scandal  would  make  Watereate 
l(X)k  like  nothing.  I  don't  think  it's  richt  for  somebody  to  sit  out  here 
who  is  a  nonfarmer.  not  connected  with  agriculture,  and  buy  and  sell 
to  affect  my  whole  year's  income.  All  it  is  is  simply  a  gamble.  If  he 
wants  to  ffomble.  let  him  go  to  Las  Vegas.  IJut  tlmt  is  my  ye.irly  in- 
come, and  it's  uncertain.  He  wouldn't  want  me  sittina  nlaving  the 
Hoai-d  of  Trade  on  his  wages,  and  that's  just  what  it  Imils  down  to. 
And  as  far  as  some  kind  of  a  support,  some  peojile  say  we  are  8H]iport- 
ing  farmers  again,  but  labor  hn-s  a  minimum  wage.  So  I  think  we 
nei'<l  nt  least  cost  of  pi-odiiction. 

And  T  want  to  thank  you.  Senator  Clark,  for  coming.  Tliis  is  what 
T  think  we  need  is  more  peoole  from  Washington  to  come  out  and  see 
the  bcjuitiful  ]»laco  we  have  here.  And  thank  you. 

Senator  C'i-ark.  Thank  you  vcrv  much.  It  was  very  well  stated. 

We  have  asked  anvone  who  wished  to  testify  here  today  to  come 
np.  and  anvone  who  has  any  additional  comments — T  think  we  have 
I'eceivet!  a  nunilH'r  of  good  ideas  that  we  will  take  back  with  us.  IVe 
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ai-e  goiiiy  to  be  in  Kingsley  tonionow  doiiiy  tht-  saiiii?  tiiiiij;.  Kiugsley 
is  a  small  to^v^^  near  Sioux  City. 

It  seems  to  me  that,  although  it  is  difficult  to  sununarize  what  has 
occurred  here  today,  in  terms  of  recomnieiidations.  because  we  have 
had  every  single  jierson  display  different  ideas,  and  that's  what  we 
■niint,  that's  what  this  is  all  about.  We  didn't  expet't  anyone  to  come 
liere  tliis  afternoon  and  do  it  any  other  way.  Vt'e  have  liad  some  dif- 
feieiit  idi'as  tlint  we  Imven't  had  piesented  before  to  this  comraittoe.  I 
think  tliis  Ims  Ix-en  particularly  helpful  with  i-egard  to  disaster  pi-o- 
visions.  which  as  Mr.  Senechal  just  said,  we  never  really  anticipated 
wJien  that  bill  was  written  that  it  would  be  put  to  such  great  use.  So 
it  haR  been  a  good  test  of  how  well  or  how  poorly  it  really  works. 
And  I  think  we  can  go  back  now  and  write  a  much  better  bill,  based 
on  the  testimony  that  we  have  had  from  you  people  here. 

I  think  tlie  whole  allotment  system  has  been  challenged  very  seri- 
ously here  today  on  a  number  of  occasions.  And  I  think  it  behooves  ua 
to  take  a  muoh  closer  look  at  that. 

There  has  been  a  good  deal  of  discussion  from  time  to  time  about 
the  Coniiiiodity  Exchange.  We  have  two  bills  on  the  Commodity 
Exchanges  that  many  of  us  have  worked  on  for  a  vei->'  long  time.  mvA 
we  think  it's  going  to  make  it  veal  different  if  that  goes  into  effect 
next  month. 

We've  had  a  lot  of  testimony  on  target  and  loans,  and  the  concensus 
obviously  there — I  suspect  from  the  majority  of  the  people  that  testi- 
fied that  it  ought  to  be  foi-  an  increase  in  target  prices,  for  roughly 
the  cost  of  pi-oduction,  and  others  want  a  fair  profit  above  that. 

So  we  have  had  some  good  testimony,  and  we  appreciate  some  of 
you  staying  hero  al!  day  and  testifjing,  and  just  being  with  ns.  This 
hearingis  now  adjourned. 

[WJiereupon.  at  3:iJ)  i).m,,  the  hearing  was  adjourned,  subject  to 
call  of  the  Chair.] 
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ADDITIONAL   STATEMENTS   FILED   FOR   THE   RECORD 


STATtMKXT    OP   JaMKB    I,,    MUHPHY,    RL'NSELLS,    IOWA 

!im  iireseiitly  farmhiK  200  acres  in  I'olk  siiid  Dickinson  Counties,  Iowa,  and 
[•  fiirm«l  sliK*  IBfiO.  In  addition  I  have  worked  in  Federal  Farm  Program 
liiiistraliim  iiii  tlie  towiisliiji  mid  State  levelB. 


1.  Iiicrefisp  furiii't  iirice  and  loan  rate  for  corn  to  J2.50  per  busliel,  national 
nvcruge.  Increase  imtes  for  otiier  commodities  corresiwndinglr.  Our  production 
(iKsri  nil   iri2  acres  of  coru  in   Dickinson  County   will   i)e   more  tbau  J200  per 

2.  If  l!tT3  itrodiiction  is  Kreater  timii  demand,  depressed  prices  can  be  avoided 
liy  cstiiliiisliiiiK  a  strategic  reserve.  Adequate  uieciiaiiisni  for  immediate  enact' 
nieut  is  nvnilalile  tlii-onRli  proiKisals  developed  by  Iowa  Congressman  Neal 
Sniitli  niid  Iowa  Senator  Dick  Clark. 

;(,  Farmer  attempts  to  voluntarily  reduce  acreage  sbould  be  discouraged  for 
tile  following  reasons: 

.\.  The  world  needs  all  we  can  produce. 

n.  Many  farmers  liave  land  already  plowed  and  fertilizer  applied  for  1G75. 
A  rcducliiiH  liy  these  farmirs  is  a  much  greater  sacrifice  than  the  same  cut  by 
u  farmer  with  no  investment  made  for  tlie  1975  crop. 

C.  Tlicre  is  a  Ntront;:  likeliliood  that  tlie  people  will  elect  a  Democratic 
Federiil  Administration  In  1»T6.  History  Indicates  that  19T5  and  1970  acreage 
may  lii'  used  for  farm  liases  just  as  1959  and  1900  acreages  were  used  at  the 
cnii  of  the  BiHenhower-Bensoii  era.  If  tliin  is  tl)e  case,  those  farmers  who 
i'p<Iiui-  Ilielr  acreage  in  19T5  and  1976  will  reduce  tlieir  income  and  tiielr  laud 
valni'  for  years  to  come. 

1'liank  yuu  for  providing  this  opportunity. 


Mr.  Clniirmnii.  I  am  Ralph  Jackson,  esecntive  vice  president  of  the  American 
SiiylM'iiLi  Association.  I  represent  the  only  association  organized  solely  to  repre- 
sent the  0<M).O0O  soybean  farmers  in  the  United  States.  Our  headquarters  are 
Incited  in  Hudson.  lown.  and  we  maintain  offices  in  Brussels,  Belgium;  Ham- 
liurj;.  (iermany :  Vienim.  Austria;  Mexico  City,  Mexico;  Tokyo,  Japan,  and 
Taipei.  1'aiwan.  All  of  these  offices,  ail  of  our  personnel  and  ail  of  onr  resources 
serve  <iue  k""'  :  Tlie  freedom  of  any  soybean  farmer  in  the  United  States  to 
plant  all  the  soyheans  he  wishes  and  then  to  sell  ail  the  soybeans  he  produces 
at  a  profltisble  price.  Under  our  rules,  all  board  of  directors  and  officers  of  the 
.Vmei'ican  Koylieaii  Assoolatfon  must  lie  soyliean  fanners.  It  is  therefore  natural 
thiit  tlipy  make  decisions  and  support  propositions  favorable  to  their  own  well- 
licititr.  However,  their  views  on  how  soybean  production  and  marketing  should 
lie  Ireuted  in  a  government  farm  program  not  only  serves  their  Interests,  hut 
serves  tlie  best  interests  of  c^nsuuiers.  taxpayers  and  the  nation  in  general.  I 
would  like  to  outline  a  few  subjects  of  interest  to  soybean  farmers  and  the 

The    Aniprlcnn    Soybean   Association,    after   liiorough    Investigation    and   dc- 

libcriition   of  the  facts,   has  reached  the  conclusion   that  farmers  and   private 

liidnsiry   are   in   the   process   of   solving   tlie   grain   reserve   problem   and   tliat 

inti'i'vi-ntiou  in  tiifs  mnlter  by   the  Government  would  have  a  negative  effect 
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oil  tlie  U.S.  farmern.  woiiomy  and  cnnKumerH.  Before  dl.scussiug  the  future 
of  lEralii  reserves  a  review  nf  their  hlstor.v  will  be  helpful.  For  many  years, 
tlie  I'.S.  taxpayerit  were  Htuck  with  the  bill  for  tlie  world's  food  reserves.  These 
reserves  were  carried  as  a  byproduct  of  price  support  prograuiN  that  channeled 
Hun>l"!<  farm  products  Into  Government  ownership.  The  taxpnyerB  iKimplaiDed 
bitterly  aUint  i>ayliiK  farmers  not  to  farm.  Tliey  complBlned  about  unsold 
farm  (■oitiinodltie.s  lieiuE  purchased  with  tas  dollars.  The  taxpayers  v?ere  nn- 
Iinppy,  hut  lliat  Ix  no  coiuimrison  to  how  the  soybean  farmer  felt  alwut  hbi 
I>re<1icame»t.  Diirlne  tiione  years,  any  country  that  needed  to  earn  trading 
dollars  abroad,  or  any  country  with  excess  production  of  competing  products 
C<iuld  dump  that  ciiniiu<Klity  on  the  inteniatlonal  market.  They  simply  bad  to 
jvice  that  product  in  the  international  market  Just  under  the  release  price 
established  liy  the  I'.S.  Commodity  CiWit  Corporation  and  pay  their  farmers 
eniiiiKh  to  Kuarautee  them  a  proflt.  U.H.  fioylieaiui  were  not  allowed  to  be 
competitive  on  the  world  nmrket.  As  st<K-kpiles  increased,  so  did  the  anffer 
of  taxpayers  Iiecanse  they  iNiid  more.  As  the  stockpiles  increased,  so  did  the 
aiiRer  of  soyliean  farmers.  iM-canse  the  price  ()f  their  product  was  forced  down. 
Oorernmeiit  held  reser\-eH  did  not  work  then  and  they  will  not  work  now. 

The  Federal  <loveriinient's  current  effortn  to  control  commodity  exports  are 
detrimentnl  to  T'.H.  farmerK  and  consnmerH.  Beyond  that.  It  has  an  adverse 
effect  on  this  Nation's  relatloiislilp  with  other  nations  that  we  need  to  count 
as  our  friends  and  alHea.  Fimt  ol  all.  the  United  Htates  depends  upon  agri- 
eiiltural  exporfs  to  piiy  for  the  goods  we  must  purchaKe  from  other  countries, 
hut  during  the  last  year  we  sjient  over  $3  Mltlon  more  for  imports  than  we 
rec-'ived  from  exiMirts.  II  Im  simply  not  good  business  to  limit  the  sale  of  agrl- 
eu1^nraI  commodltleK.  Wi-  cannot  compete  in  international  markets  with  shoes. 
automobile!'  and  miitiy  other  moiiufactnred  priMliicts.  But  the  U.S.  fanner's 
effldeiicy  allows  this  Nation  a  tremendons  trade  advantace  on  agricultural 
prrihicts.  .Tust  as  a  liiislnessman  would  not  lilde  his  best  selling  product,  it  is 
illoirical  for  the  T'lilted  States  to  restrict  snies  of  its  most  sniohle  product, 

.\nother  fact^t  of  tliii  absurd  situation  Is  that  we  are  earning  even  less  from 
the  commodities  we  do  fell  overseas — particularly  soybeans.  The  result  of 
exiMirt  controls  in  lower  prices  for  our  pro<luctH :  therefore,  the  soylieans  we  do 
e^IMirt  ore  wold  at  a  lower  price  than  would  exist  under  a  free  market  situation. 
Tlie  end  resnit  Is  further  erosion  of  onr  balance  of  payments. 

Tn  early  Oetolier  the  Federal  Government  halted  the  sale  of  com  and 
wheat  to  Russia.  While  not  directly  Involving  soybeans  this  action  had  an 
a<lver}ie  effect  on  soyliean  prki's.  Since  that  time  the  United  States  lias  scaled 
down  a  large  corn  sule  to  Portugal  and  sales  to  Slexlco  and  Oreece.  These  are 
eouiitrie.s  that  do  not  liave  the  land  masis  for  domestic  production  but  must 
rely  upon  the  (United  States  for  ade<iimte  supplies. 

To  get  down  to  siMK-ifici,  we  exported  177.8fti.000  bushels  of  soybeans  the  last 
quarter  of  1073.  Afte:-  esport  controls  were  placed  into  effect,  we  exported 
only  liVt.TI-'.OOO  luLilieN  in  the  last  ipiarter  of  ]flT4.  Tlie  difference  Is  about 
Ifnio  mllllim  lost  In  international  trade.  An  even  more  alarming  result  of  export 
coiit'ols  in  revealed  by  exatnliilng  the  ofter  effects  of  President  Ford'a  decision 
fo  disallow  the  snle  of  grains  to  Soviet  Russia  in  early  October.  Cash  prices 
for  KoylH-ans  declined  over  $1  per  bushel  the  next  week.  In  effect,  the  admin- 
istration ilevalued  the  holdings  of  American  soyiienn  farmers  by  at  least  $1.2 
billiim.  On  no  individual  lusls.  n  farmer  averaging  30  Imsbels  per  acre  on  100 
acres  lost  W.OOO  <mt  of  a  possible  *13..'K»0  proflt  (Sa.-W  per  bushel  prodaction 
cost  and  ?R  per  husiiel  selling  cost).  Would  the  administration  dare  take  S3.000 
from  every  blue  collar  worker  earning  *13.o00?  In  a  time  of  raging  inflation, 
would  the  adminlstrHtion  dare  rwluce  the  income  of  every  worker  l)y  22  i)ercent. 
The  ipiestlons  are  ridicidous,  but  no  more  ridiculous  than  the  Govemmeot's 

Soyl)e«n  farmers  have  demonstrated  that  they  will  produce  all  the  soybeans 
necessary  if  given  tlie  proper  incentive.  Production  has  grown  at  a  phenomenal 
rate,  «>  proiluced  oiil.v  .'i.'i.'i  million  bushels  In  lOfiO.  but  more  than  doubled 
that  to  over  1.2  liilljoii  liusliels  in  lfl7J.  The  one  Incentive  causing  the  greatest 
inci-ntire  In  production  Is  the  farmer's  ability  to  sell  the  results  of  Ills  produc- 
tion at  a  itrotltnble  price  on  the  free  market.  Farmers  simply  do  not  respond 
to  Ooveninient  demands  for  liKTeasetl  production.  They  do  resiiond  to  demands 
of  tbe  marketiil.ncp.  The  last  two  crop  season-,  make  a  perfect  example.  First 
of  all.  (he  farmer  surveys  his  alternatives  just  as  any  otiier  businessman.  In 
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llie  s|irlug  of  1&T3,  we  liad  a  carryover  of  only  60  million  buflbels  of  soybeans 
unci  thv  price  wa^  excellent  wben  compared  to  com  and  other  alternate  crops. 
The  result  was  u  24  i>erceiit  increase  lu  production.  This  past  crop  year,  the 
furiuE'r  was  faced  witfi  the  possibility  of  liOO  to  240  nilliion  bushel  carryorer 
anil  it  api»eared  that  the  price  of  corn  would  make  corn  more  profitable  than 
uiiyli'ans.  The  rt'Sult  was  lesw  soybeans  acreage  and  more  core  planted.  The 
fjiriiier  responded  to  the  call  of  the  marketplace,  not  the  demand  of  Government. 

I'lii'  Amt-rionu  ^nylieau  Association  believes  that  the  current  decrease  in  con- 
snmptiuti  of  ^oylH'aiis  and  the  losses  already  incurred  by  soybean  farmers  as  a 
ri-snit  of  Guverumeut  action,  dictates  that  all  restrictions  on  exports  be  re- 
moved ati  soon  us  possible.  Since  we  are  not  In  favor  of  Government  hdd 
reserves  of  soybeaus  and  we  are  not  lu  favor  of  exxwrt  controls,  what  kind  of 
le;;islution  would  soybean  farmers  like  to  see  enacted?  To  reiterate,  we  are 
upilnst  any  leKlslative  or  administrative  ectlou  that  tends  to  reduce  the 
farmer's  incentive  to  produce  or  his  production  efllclency.  We  do  favor  le^sla- 
tion  enhancing  his  ablHtj-  to  produce  soybeans. 

1  would  like  to  discuss  some  of  the  spetn&c  problems  confrontli^  the  Ameri- 
can soybean  farmer  and  to  suggest  ways  In  which  these  problems  can  be 
<'biiiit;eil  Into  oppurtu  ill  ties.  Agalu,  1  siieak  not  only  of  oi)portunitie8  for  the 
M>ylieau  farmer,  but  for  the  consumer.  By  making  a  small  investment  In  soy- 
lieau  research  relative  to  the  total  importance  of  soybeans  to  this  nation,  we 
<•«»  renji  lK)untir«l  rewards  in  terms  of  increased  productivity.  Improved 
xtjindards  of  living  for  millions  and  a  very  necessary  improvement  in  onr 
nation's  lialance  of  payments.  That  may  sound  like  a  rather  broad  and  brash 
statement,  but  a  look  at  the  record  shows  that  the  soybean  crop  was  worth 
only  $11  uiillion  50  years  a({0,  but  was  valued  at  ?7.5  billiou  in  J97S. 

The  Aiuerican  farmer  is  already  the  most  efficient  in  the  world — but  we  most 
act  ipiii'kly  t<i  keep  American  food  production  proBtable.  I  shudder  at  the 
tliouglit  uf  Ibis  Katloii  becoming  as  dependent  upon  production  of  food  as  we 
are  u|h>]|  the  production  of  certain  other  materials — namely  petroleum.  The 
American  farmers  works  only  9  percent  of  the  3.8  billion  acres  under  cultiva- 
tion In  the  world,  but  he  produces  enuugh  to  serve  this  Nation  and  allow  $20 
billion  worth  of  agricultural  ])roducts  tu  flow  overseas  in  return  for  foreign 
exciiaiige. 

T<j  Ix*  sjieciflr.  so.vhenii  production  must  become  more  efficient  in  terms  of 
4-<iKt  |ier  unit  produced.  While  the  cost  of  producing  a  bushel  of  soybeans  In 
lttT2  was  approximately  $2.50,  the  cost  will  range  from  $4  to  $5  per  bushel  In 
19T-1.  In  other  words,  ttie  cost  of  production  has  increased  approximately  $2 
or  90  iKTcent  on  some  of  the  most  efficient  farms  in  tiie  world.  Soybeans  are  a 
relatively  yoinig  crop  lu  the  history  of  American  agriculture.  The  Department 
of  AjErlcultnre  Just  started  keeping  records  on  soybean  production  60  years 
ago.  .Suylieuns  are  now  the  numl)er  one  crop  In  the  Nation,  but  research  ex- 
IH'nditnres  liave  not  kept  pace  with  the  growth  In  economic  importance.  This 
year.  T'SOA  will  Invest  alHiut  fli  million  in  soybean  production  research.  That 
eipiais  .0006  percent  of  the  total  value  of  the  crop.  If  the  Government  iwlsbes 
to  increase  soyliean  production  and  assure  consumers  that  soybeans  will  be 
plcollful  in  tile  future,  the  American  Soybean  Association  recommends  an 
iiniiiiMiiafe  and  substantial  increase  In  soybean  production  research. 

.MiiiiK  the  same  vein,  the  American  Soyl>ean  Association  opposes  any  loans 
or  grants  designed  to  Increase  production  of  commodities  that  are  exported  In 
direct  comi>etltion  with  TJ.R.  soylwans.  We  Ijelieve  that  every  country  has  the 
right  to  grow  crops  of  Its  own  choosing.  Including  soybeans,  but  we  are  op- 
posed to  tills  Government  subsidizing  their  production.  We  understand  the 
pon<'ern  that  fwid  be  produced  for  the  hungry  people  of  this  world.  Soybean 
fanners  are  comjiassionate  people  and  we  are  syoipathetlc  to  assisting  food 
priHluction  for  domestic  consumption  iu  developing  countries.  However,  we 
cannot  understand  tlie  logic  iietiind  tbls  Government  subsidizing  soybean  pro- 
duction iu  countries  that  are  already  exporting  soybeans.  In  fact,  asststnnce 
til  foreign  pn>du  ti       f  po  ts  represents  a  diversion  of  resources  for  that 

country.  Inst  ad  of  i  ro  I  g  >heans  to  feed  their  own  hungry  people,  they 
will  lie  Inve  ting  la  1  iabo  a  d  f  tillzer  for  produclion  of  food  for  export  in 
diriK-t  c"mp  tifinn  t    tl  t    alable  product  the  T'nited  States  has— soybeans. 

We  sfronglj  ■en  e  I  th  t  all  \ID  loans  to  assist  foreign  countries  in  tlie 
pi-oduclioii     f         1  ad  iH-t  ng  products  be  eliminated. 
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tjoybeao  farmerit  are  not  sitting  l>ack  looking  for  a  handout  from  GoTem- 
ment.  Ther  have  developed  and  are  funding  market  development  programs 
designed  to  increase  the  demand  for  their  product.  Soybean  farmers  in  14 
States  are  flnauciiig  market  development  and  production  research  with  a  ^-cent 
per  busliel  checkoff.  The  taxpayer  can  thank  farm  exports  for  sharply  reducing 
the  need  for  Government  farm  programs,  which  means  less  tax  costa.  Farm 
program  payments  to  farmers  were  $4  billion  iu  ]9T2.  but  were  only  about 
$500  million  in  19T4.  Exports  helped  make  the  American  soybean  farmer  more 
efficient  by  bringing  nonproductive  laud  into  production.  In  recent  years  the 
United  Slates  has  been  increasing  imparts  of  industrial  and  conatuner  products 
more  rapidly  than  It  exports  of  goods.  Tbis  would  have  created  a  disastrous 
tkalance  of  payments  situation  If  it  were  not  for  Increase  of  farm  exports.  The 
Foreign  Agricultural  Service  of  tlie  USDA  assists  soybean  farmers  In  develop- 
ing overseas  markets  and  this  assistance  Is  greatly  appreciated. 

Mr.  Chairman,  I  sincerely  appreciate  tJiis  opportunity  to  publicly  discuss  our 
position  on  Government  agricultural  potter.  Tbank  you. 


I  am  sorry  I  was  unable  to  attend  the  Senate  Agricultural  Committee  bearing 
beld  at  the  State  Fairgrounds  In  Des  Moines,  Iowa,  on  March  4,  197S.  I  «rant 
you  to  know  that  we  appreciate  the  effort  you  are  making  to  keep  In  touch  with 
local  thinking  on  Issuex  and  problems  in  the  conservation  programs  confronttng 
us  here  In  lon'a. 

I  would  like  to  express  tlie  feelings  and  opinions  of  the  members  of  the 
State  Soil  Conservattoii  Committee  in  regard  to  changes  that  we  feel  sbould 
be  made  In  the  farm  bill. 

The  State  of  Iowa  constitutes  an  important  area  of  the  highly  prodnctlve 
Corn  Belt  region  of  the  United  States.  This  pi'oductive  agriculture  Is  made 
possible  by  large  areas  of  high-producing  soils,  a  favorable  climate,  and  ef- 
flcient  farm  management.  The  capacity  of  Iowa  soils  to  produce  farm  cnqM 
is  well  known. 

However,  the  »oi\  erosion  problems  that  are  often  a  result  of  blgb  crop  pro- 
ductloh  are  not  as.  well  known.  In  much  of  the  rolling  and  hilly  lauds  of  tbe 
State,  erosion  problems  are  severe.  These  soils  are  subjected  to  severe  erodon 
when  intensively  tilled  for  crop  production  and  conservation  practices  are  not 
nsed.  Although  we  can  l>e  justly  proud  of  the  conservation  program  here  In 
Iowa  and  the  accomplishments  made  to  date,  we  are  tbe  first  to  reallie  that 
there  is  a  long,  long  way  to  go  before  the  job  is  completed.  Only  about  a  third 
<if  Iowa's  cropland  1.4  adequately  treated  against  erosion.  Less  than  half  Is 
treated  well  enough  to  reduce  soil  losses  to  allowable  Itmits  established  by 
tbe  industrial  soli  conservation  districts  under  the  Iowa  Conservancy  Law. 

Heavy  spring  rains  in  1974  caused  the  worst  soil  erosion  in  Iowa  In  2S 
ye.irs.  Four  and  one-halt  million  acres  of  the  State's  20  million  acres  of  com 
and  soybean  Idnd  suffered  severe  erosion  (more  than  10  tons  per  acre).  Anotlwr 
1.1  million  acres  were  flooded.  About  570,000  acres  didn't  produce  a  crop  because 
nf  erosion  or  flooding  and  l.n  million  acres  were  expected  to  yield  no  better 
than  half  a  crop.  Soil  losses  of  40  to  SO  tons  an  acre  were  not  uncommon,  and 
some  areas  reached  200  tons  an  acre. 

The  MOll  conservation  pr<^ram  in  this  time  of  Increased  emphasis  on  prodnc- 
tlon  should  he  accelerated  rather  than  reduced.  Some  general  items  which  ve 
feel  have  caused  reduction  In  the  overall  conservation  efforts  are : 

1.  Lack  of  stability  and  uncertainties  of  annual  cost-share  programs.  There 
Is  need  for  long-term  cost-share  agreements  with  land  users.  Better  planning 
and  decisionmaking  results  when  the  land  user  can  depend  on  a  cost-share 
program  In  development  of  his  long-term  objectives.  The  on-again-ofl-again  soil 
cimservntlon  cost-share  program  on  the  Fedt'rnI  level  has  created  a  great  deal 
of  uncertainty  on  the  part  of  landowners  and  contractors  and  the  program 
has  suffered  as  a  result. 

2.  Increased  production  programs  have  resulted  In  considerable  misnse  of 
land.  Intensity  of  cropping  system  has  further  compounded  the  problem.  The 
trend  toward  more  min-lia nidation  nnd  larger  enulpment  has  had  an  adverf« 
Impact  nn  contour  farmint:,  terracing  and  contour  strip-cropping. 
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:',.  Soijif  fariiiPi's  teud  to  think  In  lermH  of  Mhort-term  gaius  (profits)  and 
oicrlook  (lie  long-term  ciiNt  iti  terms  of  soU  toss  and  depletion. 

4.  Keci'Mt  restrictlou-s  uu  energy  use  and  travel  have  caused  a  reduction  in 
(-(III  SI- 1' vat  ion  applt'cation.  Fur  example,  the  energj  crisis  resulted  In  shortage 
of  tile,  uK-iiil  pii)e  anil  other  materials.  This  enerKf  shortage  affected  tiie 
I'liniier.  contractor  and  Soil  Conservation  Service. 

u.  Tlir  environuientiil  crisis  has  severely  affected  onr  watershed  program. 

11.  Tlic  eiivlroiiuiental  crlMis  has  put  channel  work,  floodwater  retarding 
strnctures  and  drninaee  iu  a  bad  light.  A  certain  amount  of  response  had  to  be 
iiiHile  (III  ttie  crltiCM  of  thiK  (lart  of  the  program.  Much  iHannlng  time  has  been 
s|H>nt  in  the  reHiud;  of  all  watershed  projects  tliat  contain  unconstmcted 
t-lniiiiii'l. 

Tin-  Xiitiiiniil  Eiivin.iiiueiitol  Policy  Act  (XEPA)  of  1969  requires  the  preji- 
iiriilliiii  of  ail  Enviroumental  Impact  Statement  (BlSl  for  all  "Major  Federal 
Aiiiiiii,-,".  All.  except  grade  stflliillzatlou.  come  nuder  this  act.  It  is  retcoacOve 
{••T  iipiiri'Ved  [irojepts.  While  XEl'A  has  not  Jis  yet  caused  any  delay  in  water- 
sited  ('iiiislnu-tliin.  it  liSM  KlKulficanlly  delayed  planning.  Much  plaunlng  effort 
iiiis  U'cn  K)"*"!!!  (in  pnijectn  approved  prior  to  the  enactment  of  NEPA, 

T!ii<  I irt'iHi  ration  of  FAS  lias  also  required  additional  data  tbat  has  not 
iN'cn  stitlicred  In  the  past.  The  extenslre  rerlew  established  by  NEPA  has 
teiiBtlK'ned  the  review  period  for  plans  and  EIS. 

1i,  c'oriKtnirtlon  costs  bare  risen  faster  than  beneSts  In  the  past  few  years 
miikinc  some  projects  hard  to  justify. 

While  all  of  the  above  recent  Items  have  adversely  affected  the  conservation 
pri^niins  In  Iowa,  the  moat  drastic  effect  has  been  caused  by  reduction  of 
Soil  I'on.-wrvnrion  Senice  funds  and  personnel.  The  Soil  Conservation  Service 
in  lowti  hiis  lost  110  people  iu  the  past  4  yeai-s  and  will  lose  another  nine  tbts 
year,  Tlie  nKeney  has  also  experienced  a  serious  fund  reduction  in  the  past 
sevenil  years".  It  seems  inconsistent  for  the  Federal  Government,  through  the 
l'KI>A,  to  advocate  all-ont  food  production  and  tlieu  reduce  staff  of  the  very 
agency  tli.it  is  cliarged  with  the  responsibility  of  providing  technical  assistance 
on  con^:er^'alIon  matters.  We  read  each  day  in  the  newspapers  about  conserving 
oil  and  the  concern  our  national  leaders  have  for  this  matter.  What  will 
hapiien  to  this  country  and  the  world  food  supply  if  Its  most  valuable  natural 
resoiirfe,  the  soil,  is  depleted  to  the  extent  that  it  is  no  longer  productive? 
If  soil  conservation  districts  are  to  continue  with  their  assistance  to  land- 
owners nil  technical  matters  relating  to  soil  conservation,  adequate  staffing 
of  the  Soil  Ciinservation  Service  is  a  must. 

Tiie  State  Soil  Conservation  Committee  respectfully  requests  that  any  new 
farm  hill  lake  into  consideration  increased  funding  and  personnel  <%tllng8  for 
the  Soil  Conservation  Service,  establishing  a  permanent  cost-sharing  program 
for  iierinmient  conservation  practices  utilizing  the  long-terra  agreement  con- 
cept, the  m(Klifl(.'ati»n  of  tlie  environmental  requirements  and  lengthy  reviews. 


Statement  op  Johx  M.  Kh^rx,  Norwalk,  Iowa 

1  wns  uunlile  to  attend  your  hearing  in  Des  Moines,  I  do  have  some  con- 
victions on  the  subject. 

One  of  the  jirohlems  is  the  development  of  markets  and  this  can  involve 
the  ]ihinnlng  of  a  system  to  meet  someone's  need.  This  will  mean  sales  for 
more  thiin  one  prtKluct  or  serrlce.  If  producers  can  stay  in  business  participa- 
tion will  not  he  enough.  There  are  many  skilled  men  in  the  Government  and 
colleges  In  this  field  but  to  develop  their  best  takes  the  producer  to  assist  and 
back  them. 

No  iiusiiicss  is  guaranteed  a  profit  for  an  estended  period  and  the  period 
lK>cojncs    slinrter    as    time    passes.    Constant    appraisal    and    development   are 

(In  ihp  l>oiid1ng  of  livpstnek  sales  if  the  producers  through  check  offs  would 
I'liilil  n  fund  of  aliout  .'iO  mllHon,  this  would  not  he  a  Irnrden  on  cattle  alone 
JIS  there  iire  over  100  million  bead,  hut  when  others  are  Included  it  becomes  very 
small.  This  fund  with  the  assistance  of  the  packers  and  stockyard  people 
shoulil  lie  able  to  take  carp  of  the  situation.  The  sellers  should  and  would 
he  able  t'l  Mow  the  whistle  on  bad  or  funny  checks  much  faster  than  nnditors 
or  other  supervisory  people. 
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Statement  of  Wiixiam  Houmer,  Polk  Crrv,  Iowa 

I  mil  a  lifctluie  Folk  Count;  resident.  I  fBTined  all  1117  adult  life  ax  a  tenant 
famitr.  Id  1969  I  purchaHed  a  120  acre  farm.  I  mm  own  and  rent  400  acres 
wltli  SAO  ron-  crop  acres  ^h  com,  ^  beana,  uo  livestock.  Throush  the  1950*1) 
Hiid  IIWO'h,  flgnreH  kIioiv  average  farmer's  income  about  80  percent  of  areroKe 
iioiifarDit-r  income.  In  the  last  two  or  three  fears  farmers  have  receired  100 
IK'rceut  or  more  Income  compared  to  uoufarmen.  During  this  time  It  app«art4 
f nv  enleri)rlHe  Kj-Ntem  was  workinf;. 

Xow  Klnce  we  have  Government  embargoes  on  foreign  markets,  this  has 
put  celling  on  our  price  grain.  Since  this  has  happened,  we  feel  a  price  support 
lieliig  realistic  to  our  cost  of  production  should  be  established  if  we  are  to 
huve  iill-out  production  as  the  Government  has  suggested.  We  would  prefer 
open  markets. 

It  would  appear  to  us  if  we  have  worldwide  famine,  U.S.  grain  should  be  In 
a  desirable  iwsltlon  to  trade  in  world  markets,  for  fuel  as  energy. 
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AGRICULTI;RE  and  anti-depression  act  of  1975 


FBIDAT,  UABCH  14,  1S75 

U.S.  Sexate, 
Committee  ox  Agriculture  and  Forestry, 

Kingsley,  /own. 
Thf  committee  met,  puT-suant  tr>  notice,  at  10  a.m.,  at  the  Herbold 
Auction   Company   Sale  Bam,  Kingsley,  Iowa,  Hon.   Dick  Clark 
juTsidiiijr. 
Present:  Senator  Clark. 

STATEMENT  OF  HON.  DICK  CLASK,  A  U.S.  SENATOR  FSOH  THE 
STATE  OP  IOWA 

Senatiji-  Cl^vrk.  The  committee  meeting  will  come  to  order.  This 
heiiiing  of  the  Senate  Agriculture  and  Forestrj-  Committee  will  now 
begin . 

We're  here  today  to  spend  a  few  hours  talking  about  American 
agiiculture:  The  potential  and  the  problems,  the  hopes  and  fears,  the 
[n-ospects  for  crops  and  prosperity  in  the  months  ahead. 

Very  soon,  farmers  on  more  than  125,000  Iowa  farms  will  begin  to 
plant  their  corn  and  soybeans.  The  decisions  they're  making  about 
now  much  to  grow  will  liave  a  profound  impact  on  the  availability 
find  cost  of  food — not  only  in  tnis  countr;-,  but  in  many  countries 
throughout  the  world.  Cattle,  liog,  and  poultry  feeders,  wheat  farm- 
ers, cotton  giowei-s — all  are  making  the  same  kind  of  judgments  and, 
togetlier,  their  decisions  will  have  as  much  influence  on  tlie  Nation's 
economic  well-being  as  the  decisions  of  Congress  or  the  administra- 
tion, or  tlip  Federal  Reserve, 

Given  the  importance  of  that  collective  judgment,  however,  the 
ciicnmstances  today  are  not  very  encouraging. 

The  market  price  of  com.  beans  and  small  grain  has  dropped  a 
(|uarter  to  a  third  since  October — farm  prices  as  a  whole  fell  4 
percent  between  .Tanuary  15  and  Februarj-  15.  Beef  cattle  are  selling 
at  $S.~)  a  hundred— up  a  bit  from  a  month  ago  when  the  national 
average  fell  below  $.30  foi-  the  first  time  in  5  yeai-s.  The  total  number 
of  cattle,  cows  and  calves,  is  at  a  record  high,  but  the  number  of 
cattle  on  feed  has  gone  down  almost  40  percent  in  the  last  year — not 
sTirpHsine  when  the  cost  of  production  outruns  the  market  price  as 
it  has  with  beef.  Yet  with  all  of  this,  there  are  reports  that  the  Ford 
iKlniinistration  apparently  wants  to  increase  beef  imports,  which  al- 
ready lire  running  at  a  rate  of  more  than  a  billion  pounds  a  year. 

Tnf nfion  has  infected  the  entire  economy,  and  food  is  no  exception. 

In   1074  food  prices  went  up  14  percent,  but  the  cost  of  raising  and 
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gi-owing  the  food  went  up  even  faster.  In  1974,  tlie  consumer  paid 
moi-e  than  ever  for  products  on  the  supermarket  shelf,  but  the  farmer 
received  less  and  less  of  the  food  dollar — under  40  cents  as  of  last 
month.  The  price  of  beef  at  the  supermarket  has  declined  in  the  last 
year,  but  all  of  that  decrease — and  more — has  come  at  the  expense  of 
the  cow-ealf  man  and  the  feeder. 

There's  a  Department  of  Agiiculture  in  Washington,  D.C.  that 
neither  understands  nor  represents  the  farmer.  Blizzards  and  bank- 
ruptcy have  added  to  all  the  problems.  And  now  there's  a  poseibilit; 
that  the  Rock  Island  railroad — an  impoi-tant  part  of  Iowa's  transpor- 
tation network,  eqiecially  in  this  part  of  tlie  State — may  have  its 
service  interrupted  or  curtailed  because  of  a  financial  crisis. 

With  all  of  this,  it's  not  surprising  that  some  farmers  want  to  pro- 
duce less.  Tliey're  justifiably  afraid  of  the  boom-bust  cycle  that  has 
plagued  agriculture  in  this  country  for  so  long.  They  look  at  the  mar- 
ket price  of  grain  and  beef,  they  look  at  the  cost  of  fertilizer  and 
machinery  and  energy,  and  they  look  at  what's  going  on  in  Washing- 
ton. D.C.  and  they  don't  like  the  way  the  wind  is  blowing. 

But  there  are  some  very  important  and  encouraging  developments 
as  well. 

The  House  and  Senate  Agricultni'e  Committees  have  been  working 
on  new  farm  legislation  to  improve  target  prices,  loan  rates,  disaster 
pTOvisions,  allotments  and  a  variety  of  other  areas  to  encourage  pro- 
duction. There'll  be  a  vote  in  the  House  next  week  on  emergency  legis- 
lation that  sets  the  target  price  for  com  at  $2.25— with  a  com  loan 
rate  of  $1.87.  and  about  $3.94  for  soybeans.  A  Senate  vote  on  similar 
legislation  will  come  soon  after  that,  while  the  Senate  Agricalture 
Committee  drafts  more  comprehensive  legislation,  based  in  part  on 
the  testimony  received  here  today.  And  I  can  tell  you  that  I  am  most 
disturbed  by  Secretary  Butz's  promise  to  have  the  President  veto 
those  increases  in  the  target  prices  and  the  loan  rat^s.  Secretary  Butz 
may  think  that  a  $1.05  loan-rate  for  corn  is  realistic — I  do  not.  It  is 
half  the  cost  of  production.  And  I  can  tell  you  that  if  that  veto  comes, 
there  is  no  way  the  Congress  will  override  that  veto.  We  cannot  get  a 
two-thiids  vote.  And  that  will  mean  a  $1.05  for  com,  and  $1.38  for 
the  target,  and  no  loan  on  soybeans.  And  that  would  be  a  disaster,  in 
my  iudgment. 

There  also  should  be  action  soon  on  other  essential  legislation: 
Tjcgislation  to  improve  FmHA's  disaster  loan  program  in  the  wake  of 
the  January  blizzard  that  devastated  livestock  feeders  in  parts  of 
northwest  Iowa.  And  I  know  that  Congressman  Bedell,  who  had 
hoped  to  be  here  today,  his  representative  is  here,  is  back  today  trying 
to  get  that  bill  through  the  House  of  Representatives,  and  we  are 
hopeful  of  taking  it  up  on  Tuesday  in  the  Senate  Agriculture  Com- 
mittee. Degislation  to  set  tighter  limits  on  beef  imports,  and  legisla- 
tion to  establish  a  beef  checkoff  plan  that  could  encourage  research 
and  consumer  education  and  market  development.  In  addition,  we're 
tiyiufr  to  insure  that  the  service  provided  bv  the  Rock  Island  railroad 
doesn't  evaporate  and  cut  off  thousands  of  farmers  from  their  mar- 
kets. Senator  Pearson  of  Kansas  and  I  are  sponsoring  lerrislation 
that  would  enable  the  Union  Pacific  railroad  to  take  over  the  Rock 
Island  immediately ^at  least  on  a  fomporary  basis.  The  Senate  Com- 
merce Committee  will  l>e  considering  this  bill  and  other  alternatives 
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next  Tveek,  and  this  lejrislfttion  can  be  part  of  an  insurance  policy  thai 
keei)s  the  trains  running  if  the  Bock  Island  ranB  out  of  moneyl'I 
understand  that  a  loan  is  being  considered  today  by  the  U.S.  Sailrtad 
Association,  and  if  that  loan  is  turned  down,  certainly  we  have  ISA 
make  other  efforts  then — perhaps  along  the  line  of  the  bill  that  I  dttt 
discussing,  to  be  sure  that  there  is  no  interruption  in  rail  service.  '  'J 

The  emphasis  in  Congress  over  the  next  few  weeks — and  the  tUlsf- 
phasis  here  today — will  oe  centered  on  farm  prices  and  the  Govet^f 
input's  farm  program.  With  both  corn  and  soybeans  selling  not  fat 
above  the  cost  of  production-— and  beef  below  cost — th%  importaoflp 
of  putting  the  farm  program  back  in  touch  with  reality  is-  all  too  xm- 
^inus.  The  alternative — the  same  farm  l»ll  with  the  same Idnd  of^- 
differcnce  from  Government — can  only  mean  reduced  production,  even 
Jiiglier  consumer  prices,  and  more  bad  news  for  the  Nation's  economy. 

If  this  countrj-  wants  the  farmer  to  produce  more  grain  and  more 
l)eef.  the  Government  has  an  obligati<»i  to  help  create  an  atmosptierA 
that  encourages  production.  The  farmer  does  not  want  GrovemmBnt 
subsidies  or  USUA  bureaucrats  telling  him  how  much  of  what  crop 
to  plant.  But  the  farmer  does  want  and  deserve  some  assurance^  some 
insurance,  that  bad  policies  or  bad  weather  or  violent  price  fluctna* 
tioiis  won't  drive  liim  off  the  farm  as  he  tries  to  produce  food  for  the 
\ation  and  a  good  part  of  the  world. 

For  10  full  days  last  month,  the  Senate  Agriculture  Committee 
listened  to  more  than  50  experts,  Government  officials,  lobbyists, 
farmers,  and  consumers  talk  aoout  fanning  and  what  might  be  done 
to  improve  the  1973  Fann  Act  and  encourage  production.  Some  of 
them  said  Congress  should  throw  out  the  bill  and  start  over.  Others 
said  it  was  fine,  that  farmers  should  produce  a  record  harvest  if  every- 
one would  only  let  the,  free  market  system  work.  The  best  course,  m 
my  judgment,  probably  lies  somewhere  between  those  two  extremes, 
and  I  hope  in  these  hearings  that  you  will  help  us  find  out  what  the 
Senate  and  this  committee  should  do. 

There  are  a  great  many  proposals,  a  great  many  areas  to  explore  in 
these  hearings — target  prices,  loan  rates,  fertilizer  supply,  disaster 
provisions,  and  many  more.  The  information  and  suggestions  that  you 
a-ivo  us  will  help  the"  Senate  Agriculture  Committee  write  a  new  fflrm 
bill  that  meets  the  needs  of  the  farmer  and  the  consumer. 

As  we  go  through  the  day,  it's  important  to  remember  just  how 
much  is  at  stake  in  all  of  this.  No  State  has  a  greater  dependence  on 
faim  income  than  the  State  of  Iowa,  We  are  No.  1.  No  State  produces 
more  com  or  more  hogs.  The  Nation's  balance  of  trade  and  its  eco- 
nomic well-being  depend  in  no  small  part  on  Iowa's  agricultural 
production.  These  hearings — and  the  legislation  thev  will  help 
shape— are  not  just  farm  hearings  because  what  we  do,  what  the 
American  fanner  does,  will  affect  people  everywhere.  After  all,  when 
it  comes  to  food,  we're  all  in  it  together. 

So  let  us  start,  the  hearings.  Ijet  me  say  that  because  of  the  time  lim- 
itations, we  will  try  to  limit  the  amount  of  time  that  each  speaker 
bns.  We  would  like  to  give  several  people  an  opportunity  to  speak. 
Thei-efore.  T  am  going  to  ask  Tom  Savior,  who  is  on  my  right,  from 
the  Senate  Agriculture  staff,  to  please  keep  time,  and  mavbe  ring  the 
hpll — does  that  bell  work? — at  the  end  of  10  minutes.  We  will  have 
him  ring  it  a  little  bit  befoi-e  the  10  minutes  are  up  so  that  we  will 
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have  time  for  questions  oiid  will  have  time  to  liear  from  as  mauy 
people  as  possible,  and  hopeffilly  many  witnesses. 

So  with  that,  let  me  intioduce  BoB  Wegmiiller.  and  if  any  of  you 
have  questions  or  would  like  to  speak  please  contact  Bob  and  he  will 
see  that  you  are  given  an  opportunity  to  testify.  C^larton  Hod}£SOi). 
M'ho  is  the  farm  liaison  repi-esentative  from  the  office  of  Conttresaman 
liedell,  will  present  Congressman  Bedell's  statement.  I  might  just 
say,  by  way  of  opening;,  that  Congressman  Bedell  is  a  member  of  the 
House  Agriculture  Committee, 

STATEMEHT  OF  HON.  BERKLEY  BEDELL,  EEFEESEHTATIVE  M 
C0NOB£SS  FBAH  THE  6TH  COHaKESSIOHAL  DISTRICT  OF  IOWA, 
PRESERTED  BT  CLATTON  HODGSON 

Mr.  Bedeij,.  Mr.  Chairman,  I  would  like  to  welcome  the  committee 
to  Iowa's  Sixth  Congressional  District  and  expiess  my  strong  support 
for  these  field  hearings  in  the  heartland  of  Amei-icaii  agricultHre.  T 
am  sorry  that  I  am  unable  to  be  with  you  today  in  person,  but  I  must 
be  in  Washington  today  for  consideration  of  emergency'  livestock  loan 
legislation  before  the  Joint  House  Subcommittees  oil  Conservation 
and  Credit,  and  Livestopk  and  Grains. 

The  93d  Congress  enacted  major  fann  legislation  in  1973  which 
was  desicned  to  insure  the  production  of  an  adequate  supply  of  farm 
commodities  for  American  consumers,  Under  the  Agricultui-e  and 
Consumer  Protection  Act,  our  farmers  could  be  assured  of  an  ade- 
quate return  for  their  ci-ops  at  1973  production  costs. 

But  that  situation  no  longer  exists.  Soaring  production  costs  and 
forecasted  high  production  levels  make  it  imperative  that  Congress 
act  quickly  this  year  to  raise  target  prices  and  loan  levels  on  major 
agricultural  commodities  in  time  for  farmei-s  to  prepare  for  their 
197."»  planting. 

According  to  the  IT.S.  Department  of  Acriculture.  farm  production 
exjienses  rose  $10  billion  last  year  over  1973.  Fuel  and  fertilizer  costs, 
reflecting  the  rising  costs  of  petroleum  products,  soared  to  critical 
levels  for  the  farmer,  with  the  cost  of  fertilizer  soaring  by  70  percent 
in  1973  alone.  Prices  paid  for  production  items,  interests,  taxes,  and 
wage  rates  rose  15  percent  last  year.  Because  of  tight  supplies,  seed 
prices  rose  one  third.  As  a  result  last  vear  net  farm  income  fell  bv 
about  $!i  billion  from  1973. 

America's  agricultural  strength  is  our  greatest  trade  asset  and  we 
have  the  capability  to  feed  the  world.  In  1974.  agriculture  export 
sales  brought  about  $21.25  billion  into  this  country  from  foreign 
sources.  In  this  era  of  petrodollars  and  multinational  oil  cartels. 
American  food  production  is  an  essential  c-omponnnt  in  improving 
our  balance  of  trade  pictni-e.  To  accomplish  this,  it  is  important  that 
American  farmers  be  guaranteed  protection  from  slumping  domestic 
markets. 

If  our  grain  fanners  are  asked  to  plant  their  1975  crops  at  the 
target  and  loan  levels  set  in  the  1973  legislation,  they  will  not  have 
that  protection.  H.R.  4296.  which  T  hare  cosponsored.  sets  signifi- 
cantly higher  target  levels  for  1975  crops.  This  le*rislation.  which 
nn'ike  the  Senate  effort,  is  clearlv  an  cmcrgencv  bill  designed  to  head 
off  production  cuts,  passed  the  IIohsp  Agriculture  Committee  March 
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C>.  by  nil  overwhelininjr  3-2  to  8  vote  and  is  slated  for  consideration  on 
tlip  House  floor  next  week- 

II.  K.  4li!)G  sets  new  targets  for  corn  at  $2,25  per  bnshel,  wheat  at 
i^'j.V)  ]i('i-  bnshel,  and  at  coniparable  levels  for  otner  feed  grains.  Not 
cicrvone  agn-es  tlint  these  ngwres  ai"e  ideal,  but  I  contend  they  are 
not  iiif1ationfn7  and  they  will  meet  the  test  of  protecting  the  farmer 
from  liijrli  production  levels  and  »n  unsteady  market.  I  would  urge 
tliat  the  Senate  adopt  similar  figures  so  that  these  new  target  levels 
can  be  enacted  into  law  as  nuickly  as  possible. 

Also.  II. n,  4206  reestablishes  a  system  of  producer  loans  for  soy- 
bciiTis  calcuhitfd  to  reflect  com  support  levels  during  the  preceding 
;i  veins.  I'nder  this  formula,  the  soybean  loan  rate  for  the  1975  crop 
would  I>e  alraut  $3.94  i>er  busliel.  I  would  urge  the  Senate  include  a 
similai'  provision. 

A  strong  agricultural  economy  is  crucial  to  the  economic  health 
of  .Viiierica.  If  we  ai-e  to  build  a  better  Xation,  we  must  all  take  that 
into  account.  During  the  past  2  years,  the  livestock  industry  has 
s»li'ere<l  terrible  i-eversals  in  the  market.  Since  1972  some  17,000  feed- 
lots  have  gone  out  of  business,  and  no  significant  improvement  for  onr 
livcstotk  fanners  is  in  sight.  A  similar  slump  in  tlie  grain  industry 
(oiild  prove  catastrophic  to  rural  America.  Congress  must  act  now,  to 
iniproii'  the  outlook  for  1975,  before  it  is  too  late, 

Tliunk  you.  Mr.  Chairman, 

Senator  Ci-ark.  Thank  you  verj-  mucli.  Ajid  I  will  ask  you.  if  you 
would  join  us  hcT-e  on  the  panel  and  take  back  whatever  is  said  here 
to  (  onirrcssnian  Jiedcll.  I  know  that  he  would  be  interested. 

Mr.  IIoDOsov.  Surely. 

Senator  Cl.\i!k.  We're  going  to  hear  first  now  from  Paul  Jacobson, 
listed  lii'iT  as  being  fi-om  Crawford  County,  Rural  Route  1.  Dow  City. 
Ill-  is  an  engineer  and  farmer,  and  I  think  representing  himself.  Pro- 
<'c('d  ill  any  way  you  think  appropriate,  Paul. 

STATEMENT  OF  PAUL  JACOBSON,  DOW  CITY,  IOWA 

.Mr.  -lArivSDN-.  Thank  you  for  this  oppoi-tunity  to  appear  before 
this  gruui).  1  was  in  IVasJiingfon  a  few  weeks  ago,  and  I  met  with 
your  agricultural  rejuv-sentafive.  Bob  Wegmuller,  At  that  time,  we 
disi'ussi'd  appiopriations  foi'  soil  conservation,  which  will  be  of  gi-eat 
nci'J,  if  we  aio  going  into  this  heavy  production  pixiposed  by  the  U.S. 
Dcpaitinent  of  Agriculture.  Quite  often,  the  Pi-esident  has  stopped  the 
use  of  our  .VCP  funds.  Also,  the  Pivsident  has  projwsed  cutting  the 
fstabli.shment  of  new  watersheds  under  the  566  program. 

During  the  past  .'!!)  years  the  I'nited  States  has  appropriated  over 
^14  billion  for  soil  conservation.  Iowa  has  spent  additional  money 
for  soil  tonservaliou.  The  State  Conservationist  of  Iowa,  Wilson  Mooii, 
in  a  recent  article  in  the  Dos  Moines  Register,  stated  that  even  with 
this  cxpcndituiT.  less  than  50  percent  of  the  job  has  been  done.  As  you 
look  aiound  this  territory,  you  are  in  one  of  the  areas  subject  to  the 
greatcsr  erosion  of  any  territory  in  the  I'nited  States.  With  the  heavy 
<i(i[iping  wi-  are  doing  now.  ei"osion  will  increase  tremendously.  In 
lite  Des  Moines  Register  about  two  Sundays  ago.  The  University  of 
Iowa  liad  an  ai'ticjc  about  a  watershed  of  3,500  acres.  In  this  article, 
Otto  Knauth  estimated  that  .W,000  pounds  of  nitrogen  was  lost  from 


jyGot^gle 


114 

this  watei-shed  last  year.  In  terms  of  cost,  he  estimated  the  nitrogen 
loss  at  $7,000  to  $11,500.  If  these  kinds  of  soil  and  plant  food  losses 
are  occurring,  it  is  time  that  we  realistically  analyze  our  present 
erosion  control  program, 

In  view  of  the  general  lack  of  accomplishment  from  the  expendi- 
ture of  money  for  Soil  Conservation  Piograms.  it  is  my  opinion  that 
some  new  approaches  should  be  tried.  One  of  the  most  promising  is 
the  watershed  approach.  Several  years  ago,  the  Macedonia  Watershed, 
located  in  "Western  Iowa,  near  the  town  of  that  name,  was  completely 
terraced.  On  a  ratlier  large  area  of  about  1.000  acres  about  seven 
farmers  went  together  to  do  a  complete  erosion  control  job,  I  expect 
this  represents  a  landmark — the  most  complete  erosion  control  project 
in  Western  Iowa.  This  pioject  demonstrates  that  more  intensive  con- 
servation is  possible  when  we — the  people — work  together  toward  this 
goal. 

My  own  farm,  located  near  Dow  City,  Iowa  in  the  deep  loess  soil 
area,  probably  has  the  most  complete  erosion  conti-ol  program  you 
will  find  anywhere  in  the  world.  We  have  done  some  things  aif- 
ferently.  We  have  tried  to  accomplish  complete  erosion  control  and 
still  provide  ease  in  farming. 

So  what  I  am  proposing,  and  it  has  tlie  acceptance  of  the  Soil 
Consen'ation  Service  in  Washington  and  in  Iowa — is  that  you  actually 
earmark  about  $200,000  of  the  moTieys  appropriated  for  the  public 
law  566  for  the  setting  up  of  six  small  watersheds  in  Western  Iowa. 
These  six  small  watersheos.  each  of  approximately  1.000  acres,  would 
be  set  up  as  pilot  watei-sheds  where  upland  ei-osion  control  practices 
of  complete  terrace  systems  would  be  instailei:!.  similar  to  the  one 
which  has  been  tested  on  my  farm. 

I  think  the  estimated  cost  of  the  566  program  is  around  $122  mil- 
lion. This  is  what  is  proposed  for  1975  appropriation,  and  this  project 
would  take  out  of  that  whole  sum  the  sum  of  about  $200,000.  In  other 
words,  these  would  be  set  up  as  pilot  watersheds  to  try  new  programs 
to  see  if  we  can't  get  more  soil  conservation  from  the  money  spent. 
What  we  ai-e  asking  you.  and  Representative  Bedell,  and  also  Repi-e- 
sentative  Harkin  becanse  the  deep  loess  area  of  western  Iowa  is 
pi'edominnntly  in  their  territor>'.  we  ask  them  that  the  earmark  the 
$200,000  in  the  566  appropriation  so  the  start  of  work  on  these  six 
watersheds  wouldn't  be  stopped  by  the  President.  Now  in  essence, 
this  is  what  I  am  proposing  and  what  I  would  like  to  see  done  so 
we  get  more  work  done  on  this  job  of  soil  erosion  control.  I  hope  you 
will  consider  this  when  the  appropriations  for  J>fi6  comes  along,  to 
be  sure  that  type  of  rider  is  piit  into  the  bill,  setting  up  a  new  type 
of  program  where  the  emphasis  is  on  uplands  treatment  rather  than 
the  downstream  treatment,  which  is  in  the  present  emphasis  in  the  566 
progi-am.  I  thank  you  for  this  opportunity,  I  hope  something  will 
come  out  of  this.  You  have  a  complete  letter  on  this,  you  have  al!  of  the 
articles  that  are  covered  by  the  papers,  and  other  articles  that  have 
been  written  on  this  particular  subjects.  I  thank  you. 

Senator  Ci-xaK,  Tliaiik  you  very  much.  We  appreciate.  Mr.  Jacob- 
son,  your  comiu.'f  out  to  testifv  on  this  subject,  because  all  too  often 
I  tliink  our  testimony  is  sim))lv  about  how  we  are  going  to  pniduce 
more  and  about  increased  yields,  and  increased  pcreage,  and  so  I  am 
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deliu;hted  tliat  somebody  would  talke  about  soil  conservation  and 
some  of  the  dangers  by  way  of  plowing  up  a  lot  of  the  land  that  we 
shouldn't  be  plowing  up.  That  clearly  emerges  when  government 
pushes  hard  fo  tvy  to  get  production.  It  is  always  passed  over  by  the 
Pi-esident.  In  fact,  Presidents  of  both  parties  for  the  last  several 
yenrs  have  always  wanted  to  cut  soil  conservation  funds.  Ever  since 
I  can  i-emember  being  associated  with  the  Government,  about  10 
years,  the  President  always  wanted  to  cut  funds  for  soil  conservation, 
IVliy.  is  beyond  me,  because  I  don't  know  of  any  investment  in  t!ie 
woild  that  would  be  any  more  effective  than  soil  conservation.  W© 
tried  last  year,  in  fact  passed  in  the  House  and  Senate,  a  measui-e  to 
save  the  money  which  President  Nixon  had  impounded  for  soil  con- 
sorvntion,  and  the  President^Foi-d  in  this  case — caused  the  bill  to  be 
pocket  vetoed.  Conser\'ation  is  a  good  investment,  and  I  am  glad  you 
came  by  to  talk  about  it. 

We  are  going  to  hear  next  from  Ed  Schettler,  route  1.  Enunetsburg, 
farmer,  and  vice  president  of  the  Iowa  Soybean  Association.  Ed,  we 
want  you  to  proceed  in  any  way  j'ou  tliink  appropriate.  I  am  going 
to  have  to  step  out  for  about  3  minutes  while  yon  are  testifying,  I  am 
hai)py  to  have  the  outline  of  your  statement  here.  So  Tom  will  chair 
the  meeting  while  I'm  out. 

STATEMENT  OF  ED  SCHETTLEB,  VICE  FRESIDEirT,  IOWA  SOTBEAIT 
ASSOCIATION,  EUHETSBUBQ,  IOWA 

Mr.  Schettler.  First,  I  want  to  thank  you  for  the  opportunity  to 
appear  here. 

Tnwa  Farmers  have  long  shared  a  policy  of  abundance,  full  pro- 
duction, and  effectiveness.  They  believe  in  private  enterprise,  the  free 
market  system,  and  that  the  success  or  failure  of  a  farm  operation  be 
based  on  its  merits  or  lack  thereof.  They  feel  than  any  Government 
])rngram  should  enhance  that  philosophy, 

Tn  turn  they  accept  responsibilities  to : 

1.  Continue  to  supply  a  dependable,  high  grade  product  to  the 
.Vnicricnn  housewife  at  a  reasonable  price. 

2.  Offer  the  same  dependable,  hign  grade,  reasonably  priced  pi-od- 
uct  to  our  overseas  buyers — without  the  threat  of  controls  or 
einbai'jroes. 

.t.  Continue  to  upgrade  their  product,  their  effectiveness,  and  their 
overall  farm  operation. 

The  Iowa  Soybean  Association  feels  that  in  order  to  insure  the 
continued  success  of  such  a  philosophy  the  Federal  Government  needs 
to  adhere  to  thi-ee  basic  principles : 

1.  That  the  Government  hold  no  grain  as  a  totally  owned  reserve. 

■2.  Thiit  the  Government  impose  no  export  controls,  be  they  embar- 
<r<tei^.  stringent  monitoring,  or  cancellations. 

■!.  That  the  Government  uphold  the  principle  of  free  enterprise  and 
th''  free  mai'ket  systems. 

-\r  Iowa  fanneis.  we  feel  that  we  would  like  to  see  the  Federal 
Governir)cnf  more  actively  involved  in  two  very  vital  asi>ects  of  ngri- 
f'ulture.  Tn  order  to  cover  the  full  spectrum  of  the  agricultural  indus- 
tiy.  the  Government  should  increase  funding  for  soybean  reseai-ch 
jiiid  for  ovefst'Jis  market  development. 


,y  Google 


116 

liy  matrliing  existing  State  and  third  party  hmds  in  soybean  re- 
sorti'c)i,  the  Government  could  accelerate  yield  potential,  reduce  loss  by 
disease,  and  bolster  pi-oduction  while  effectively  reducing  the  overall 
per  luiit  cost. 

By  continued  or  incieased  funding  to  the  Foreign  Agricultural 
Seivi<'e.  along  witli  State  promotion  funds  and  third  party  private 
funds,  the  Federal  Government  can  help  ci-eate  ovei-seas  markets  for 
the  American  farmer.  This  constant  expansion  and  maintenance  of 
our  maikets  is  considered  by  all  as  our  primary-  obiecti\-e. 

Senator  Ciark.  (lood.  we  appreciate  it  very  much,  and  I  like 
your  I'ecommcndation  that  we  not  be  hesitant  to  dei-elop  overseas 
markets.  It  is  crucial  not  only  to  soybeans  and  American  agriculture, 
but  our  whole  balance  of  payments,  and  agriculture  in  general.  This 
last  year  we  had  a  little  over  $21  billion  m  exports.  If  we  had  had 
half  that,  this  country  could  not  have  stood  it  in  terms  of  our  bal- 
ance of  payments.  I  visited  the  Soybean  Association  offices  in  Tokyo 
in  January,  where  you  are  doing  a  tremendous  job  in  terms  of  sell- 
ing soylx?ans.  I  can  tell  you  one  of  the  worst  things  that  has  ever 
occurred  in  the  last  decade  to  American  agriculture,  was  the  soybean 
embargo.  I)ecause  anyone  in  this  country  who  doesn't  realize  the 
effect  that  lias  had  on  Japan  and  on  their  willingness  to  look  to  other 
markets  isirt  paying  attention.  Evciy  Japanese  leader  I  met  with 
bmught  it  up,  and  tlicv  made  a  point  or  it-  Jjct  me  ask  von  one 
■tiiiestiim.  Ed.  Do  yon  think  there  should  be  a  loan  on  soybeans  in 
this  emergency  bill,  or  in  the  next  farm  bill? 

Afr.  S<nETn,En.  T  think  so. 

Senator  Ci-ark.  You  think  there  should  be? 

Afr.  SciiETn.Kit.  Yes. 

Senator  Clarke.  Do  you  have  any  judgment  on  what  you  think  that 
loan  ousrht  to  be? 

Mr.  SciiKTri.KK.  T  think  it  should  be  in  line  with  the  cost  of  pro- 
duction, but  not  that  high  that  it  generates  overproduction. 

Senator  Cr.\RK.  So  you  would  say  someplace  around  the  cost  of 
production? 

Ml'.  Srii>nTi.ER.  I  would  say.  yes. 

Senator  Ci.ark.  Thank  you. 

Mr.  SciiFTTLEn.  Thank  you.  Senator. 

Senator  Ckvrk.  I  did  want  to  say.  incidentally,  while  the  next  wit- 
ness comes  up — TjPs  Mitchell — T  lione  that  if  I  mispronounce  anv  of 
these  names  you  will  forgive  me.  This  is  I/es  Mitchell,  he  is  from 
Akion.  Town  and  he  is  a  farmer.  So  you  proceed  in  any  wav  vou  think 
appropriate.  T  did  want  to  announce  that  John  Devereau  is  here  from 
Senator  Culver's  staff,  and  he  is  over  here  at  the  table.  When  he  gets 
through  signing  up  witnesses.  I  hope  he  will  join  the  panel  here  as 
well. 

STATEHEITT  OF  LES  MITCHELL,  AEBOH,  IOWA 

Mr.  MiTiiiEij..  Thank  you.  Senator  Clark,  ladies  and  gentlemen. 
The  o|iiTii(ms  1  exDress  liere  are  my  own,  T  hope  more  farmers  will 
agree  with  me  as  time  goes  on.  I  would  like  to  sav  1;>  years  ago  we 
had  1.5  million  farmers.  Today  we  have  about  li  million  left — a  loss  of 
12  million  jieople — and  ff>od  costs  to  the  consumer  arc  at  an  all-time 
high.  This  is  what  some  people  call  "efficiency."  If  these  12  million 
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people  were  back  on  the  farm,  the  national  unemployment  figure 
would  be  about  1  jM^i-cent  instead  of  8  percent. 

IVe  liRve  been  encouraged  to  iiici-ease  grain  production  for  years, 
now.  with  a  short  crop  and  expenses  at  an  all-time  high  and  going 
liigher.  the  Government  lowers  the  boom  by  stopping  our  exports. 
.Vftrr  tiie  statement  Kenneth  Frick  of  the  T'SDA  allegedly  made, 
"A  few  farmers  going  bankrupt  each  year  is  a  healthy  thing,"  is 
])roof  of  the  attitude  of  some  officials  of  our  Government  toward  the 
American  farmer, 

IViien  the  grain  embargo  was  put  on  some  months  ago,  several  of 
us  fanners  sent  President  Ford  telegrams  protesting  this  action,  we 
ail  received  a  form  letter  saying  this  was  necessary  due  to  a  short 
crop,  but  to  rest  assured  that  we  would  get  all  the  fuel  and  fertilizer 
we  need  for  a  biunper  crop  next  year.  He  neglected  to  say  what  we 
would  have  to  pay  for  that  fuel  and  fertilizer.  We  can  get  all  the  fuel 
and  fertilizer  we  need  if  we  want  to  pay  the  price,  I  think  farmers 
are  getting  tii-ed  of  paying  the  price  but  never  getting  the  price.  You 
hcai'  the  Go\'emment  say  "produce  more" ;  I  never  hear  them  mention 
I^rofits  for  tlie  farmer.  Seed  corn  companies,  chemical  comiianies. 
fertilizej'  companies,  farm  equipment  manufacturers — evei-ybody  says 
"use  our  product  and  you'll  produce  more" — but  after  we  do,  nobody 
hi'lps  us  get  rid  of  it.  unless  we  give  it  away. 

Tfpgiirding  irrain  and  meat-price  fluctuations,  it  has  never  been  the 
fault  of  the  fanner  for  prices  increasing  or  decreasing.  He  always 
takes  whatever  he  is  given.  With  input  costs  what  they  are  today, 
this  is  no  longer  acceptable, 

Kai-mcre  have  never  been  paid  enough  for  tlieir  pi-oducts  on  a 
steady  level  income  basis.  In  agriculture,  you  need  a  dedicated  sroup 
of  i)coplp.  which  you  have.  But  without  tlie  commodity  manipulators, 
runaway  |>rice  fixers  on  our  input  costs,  machinery,  equipment,  et 
cetera.  With  all  our  modern  technology',  if  you  can't  stabilize  the 
farmer  and  agriculture,  how  do  you  expect  to  stabilize  the  rest  of  the 
economy  and  this  Xation, 

A  grain  farmer  grows  one  crop  a  year,  and  if  he  sells  on  the  liijrh 
market,  he  gets  paid  once  a  year — then  he  waits  1  more  year  for 
another  check.  I'd  like  to  see  ahv  other  businessman  or  manufacturer 
try  this.  Wc  don't  have  that  daily  volume  or  weekly  cheek  to  evaluate 
nr  recalibrate  our  expenses  and  profits.  It's  a  one-shot  deal.  If  con- 
glomerates take  over,  they'll  have  to  have  a  profit.  Do  you  think 
they'll  settle  for  little  or  no  profit  ? 

When  a  farmer  works  more  hours  per  day  than  any  factory  laborer 
iind  has  more  invested  than  the  business  owner  in  his  community. 
don't  you  think  he  sliould  get  a  fair  profit  for  his  time  and  invest- 
ment? 

AVhy  are  the  big  conglomemtes  getting  into  agriculture?  The  race 
is  nil — "Take  over  agriculture  before  the  farmers  do."  When  the  Euro- 
peans pay  45  to  HO  (jercent  of  their  wages  for  food,  it  doesn't  take 
much  imagination  to  guess  what  is  in  store  for  the  American  con- 
sumer. T  think  we  can  stop  the  conglomerates  in  their  tracks  if  we 
doFi't  fuerproduce. 

At  this  time.  I  nni  urging  every  farmer  not  to  sell  com  for  less  than 
S:l  per  bushel  and  beans  for  $8  at  his  local  elevator,  not  Chicago.  This 
is  for  the  bahiiK-e  of  the  1974  crop.  I  further  xirge  farmers  to  cut  all 
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grain  production  20  percent  straight  aci-oss  the  Nation,  cancel  all 
inaehinei'v  and  equipment  purchases,  compute  their  input  costs  and 
bai-frain  /or  a  fair  profit  for  the  1975  crop  year.  I  am  also  urging  all 
livestock  producers  to  cut  their  production.  When  this  is  done,  maybe 
we  can  use  the  grain  cutback  as  a  lever  to  curb  meat  and  daii'y  im- 
ports from  foreign  countries.  "We  have  to  get  our  priorities  in  proper 
order.  Tlie  American  fanner  and  the  American  people  come  first. 

It  is  my  opinion  tliat  this  country  is  being  sold  down  the  river — ■ 
and  the  farmers  are  going  to  be  the  tool  used  to  get  the  job  done. 
When  agriculture,  the  basic  industry,  is  sold  out,  what  will  you  have 
left? 

It  all  starts  witli  the  farmer,  let's  not  let  it  end  there,  Graui  farm- 
ei-s'  profits  should  be  at  least  cost  of  production  plus  a  50-perceut 
mai'knp.  \o  ceiling,  no  floor,  no  excuses. 

Thank  yon.  Senator  Clark. 

Senator  Ci..\rk,  Thank  you  veiy  much  for  a  good  statement.  I  -was 
iiiteiested  in  your  comment  about  Mr.  Frick,  the  head  of  the  ASCS 
office,  referring  to  a  fact  that  a  certain  number  of  farmers  ought  to 
go  bi-oke.  In  fact,  it  happened  that  that  article  appeared  in  the  Des 
Moines  Register,  and  Seci-etary  Iltitz  was  before  the  Senate  Agricul- 
ture ronmiiftee  the  day  after  it  appeared,  so  I  had  copies  made  and 
distributed  them  to  nil  of  the  committee.  I  asked  Seciftary  Butz  to 
comment  on  it  and  be  refused  to  repudiate  it,  at  any  rate,  he  didn't 
talk  very  iHrectly  alxjut  it.  I  think  one  of  the  major  points  that  you 
made,  tliat  I  tliink  shnuld  l)e  expanded  on.  and  perliaps  not  by  me — we 
will  have  of  her  witnesses — are  the  effect  of  the  export  controls.  I  spoke 
a  ninmcnt  ago  almnt  the  embargo,  to  the  effect  of  the  embargo,  but 
really  the  effect  of  the  export  controls  themselves  and  what  they  have 
done  to  prices.  T  hope  some  other  witnesses  will  talk  about  that  as 
well.  Thank  you  very  nnich,  Mr.  ifitchell. 

We  are  going  to  hear  next  fi-om  Gail  Hemmingsen.  He  is  a  farmer 
from  Plj-mouth  (^ouiity,  itiiral  Route  3,  Akron. 

STATEMENT  OF  GAIL  HEMMINGSEN,  AKRON,  IOWA 

Mr.  Hemmixgskx.  Thank  you,  Senator  Clark,  membei-s  of  the  press, 
and  fellow  fannei-s. 

I  am  a  grain  farmer  from  Akron.  Iowa,  farming  760  aci'es.  1  have 
a  wife,  foui'  sons — oidy  one  of  which  is  engaged  in  farming — a  mod- 
ern dairy  farm  near  Akron.  T  hire  almost  no  help  except  at  harveBt- 
time  as  I  use  the  Buffalo  till  system  on  row  crops.  I  do  not  have  great 
power  i-equiremeufs  as  I  only  have  one  big  tractor — 100  hp  and  one 
small  19:54  model  tractor.  We  own  240  acres  and  rent  the  rest. 

At  file  time  T  started  farming  28  years  ago  corn  was  $2.45  per 
busliel.  I  remember  as  I  was  buying — not  selling  that  fii-st  year,  I 
bought  a  new  M  tractoi-  for  $l.fiOO,  a  mower  for  $170,  a  plow  tliree- 
liottom  for  Silo  and  a  two-row  planter  for  $190  and  a  disc  for  $180. 
In  other  words.  (^X\  Intshels  of  corn  for  a  new  tnictoi' — it's  .still  run- 
ning by  the  way  with  somewhere  aiound  1.5.000  hours  on  it.  That  6.53 
bushels  of  I'orn  tcKlay  would  about  pay  the  interest  on  my  100  hp 
tT'actrn'  for  1  yeai". 

The  newspapei-s  and  politicians  tell  us  how  much  money  we've 
made  the  past  2  or  S  years.  And  it's  tnie  some  of  us  have  had  a  good 
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year  or  two.  Mucli  of  it  was  made  at  the  expense  of  other  farmets. 
Wlien  calf  j>roduccrs  wi-re  getting  from  $70  to  $100  per  hundred  and 
making  iTcoid  pi-ofits  they  were  setting  the  stage  for  record  losses, 
with  the  frJ0-.f"-5  jjrice  tlicy  arc  getting  now.  They  made  their  profit 
off  tlie  feeder  who  in  turn  made  money  off  the  grain  farmer  wno  at 
that  time  was  i-eci'iving  in  the  neighborhood  of  $1  per  bushel.  The 
[iriee  we  had  been  i-ecelvin-r  since  tlie  end  of  tlic  Korean  war.  Then 
in  l!l7:i  corn  went  (o  aronnd  SS2  per  bushel  and  everybody  had  a  prafit 
year.  Then  the  oil  embargo,  the  stilbesterol  fiasco,  the  imports,  gniin 
embargoes,  monitoring,  consumer  resistance,  and  price  controls  on 
beef  ail  U'gan  to  take  their  toll. 

It  is  eawy  to  nndei'stand  why  an  undevelo^wd  nation,  facing  starva- 
tion, might  place  uii  embargo  on  tlie  export  of  foodstuffs  to  other 
conntiieH.  Such  a  step  would  seem  just  and  necessary  in  order  to  i-e- 
•hice  luinger  at  liome.  Rut  for  a  i"ich  trade-oiiented  country  to  do  so, 
us  ii  way  of  manipulating  domestic  food  prices,  seems  not  only  un- 
nciessary,  unwise,  and  unfair,  but  counterproductive  and  downright 
calloup. 

\n  embargo  or  »i  nasi -embargo  against  crop  exports,  sneh  as  U.S. 
restrictions  on  soybean  expoits  in  1973,  or  the  oft  threatened  and 
widely  demanded — but  never  imposed — embargo  on  U.S.  corn  and 
ivlieat  last  yeai-.  can  play  havoc  with  crop  maiketing  and  consumption 
])atterns,  Tt  ci-eates  a  situation  something  like  an  anction  of  scarce 
cnniinodiiies  at  which  only  one  buyer— in  this  case  the  richest  one — is 
allowed  to  hid  ou  most  of  the  lots.  Lacking  competition,  the  protected 
buver  can  |>urchas(^  what  he  desii-es  at  the  price  he  wishes  to  pay. 
Others  must  scramble  for  what's  left,  and  some — the  poorest  of 
course— go  away  emptyhanded. 

fiinin  ]>rices  had  bit  $10-$12  on  beans  and  around  $4  on  corn,  fat 
<;tttle  hit  close  to  $fiO  before  the  roof  fell  in.  First  the  cattle  feeder 
got  clobbered  from  every  angle  and  is  still  staggering  fixim  all  the 
blowri. 

He  had  to  quit  buying  high-priced  feeders  and  high-priced  grain 
ai'.d  pi'oteiu  and  all  the  while  our  costs  were  skyrocketing. 

We  grain  farmeis  can  now  see  the  handwriting  on  the  wall  as  our 
piices  lome  down  and  our  costs  keep  rising.  FeHilizer  400  percent  in 
less  than  :i  yeare.  JIacliinery  alwuf  double  in  the  same  time,  seed  and 
ciiemjcats  about  double,  Iowa  fuel  2%  times  and  on  and  on. 

So  liooiay.  we  now  have  $2.50  corn,  right  where  it  was  when  I 
started  28  years  ago.  Who  el.se  in  this  United  States — or  the  world  for 
tliat  matter — has  to  work  for  lfl47  wages.  As  bad  as  that  is.  experts — 
]  use  the  term  loosely — want  US  to  pi-oduce  6-plus  billion  bushels  of 
com  ibis  fall  to  feed  the  worhl.  Yet  everyone  expects  us  to  do  this  in 
f;ne  of  fantastic  custs  and  highly  volatile  markets  and  a  guarantee  that 
doesn't  come  close  to  giving  us  our  cost  of  pi'oduction  much  less  a 
profit. 

.\r-e  we  being  selfish  to  expect  a  profit  for  feeding  the  world?  Just 
who  the  hell  is  going  to  feed  the  world  when  the  American  farmci-s 
finally  say :  "I've  had  it."  and  throws  in  the  towel. 

M'f  bad  an  involuntary  2r>-pereent  reduction  in  pioduction  in  lf>74 
due  to  weather  and  prices  still  fell  from  $3..50  at  early  harvest  to  lc«s 
tluMi  ii^Li.riO  this  month.  What  would  we  be  I'eceiving  today  if  we'd  have 
h-id  an  average  crop?  Many  believe  that  if  we  produce  6-pliis  billion 
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bushels  of  com  in  1975  our  price  could  well  drop  below  $1,50  per 
bushel.  I  challeufre  anybody  to  produce  com  at  that  figure. 

Also  it  is  generally  felt  tliat  standards  imposed  on  otlier  meat- 
producing  nations  are  less  than  those  for  domestic  producers. 

At  U.S.  ports,  only  about  one-half  of  1  percent  of  total  shipments 
are  subject  to  inspection  and  tlien  only  through  a  random-sampling 
operation. 

It  in  not  plK«-bf-iilM>e  inspection  of  the  tjpe  given  dnmeHtlc  meat,  Melcfaer 
underscores,  adding : 

It  Ik  a  linrt  ot  Russian  roulette:  mnybe  you  survive,  maybe  you  do  not.  In 
any  event,  a  certain  amount  of  manure,  dirt,  cysts.  leeionx,  hair  and  oilier 
defects — minor,  major  and  even  critical — are  allowed  to  come  In  and  go  Into 
our  hamburgers,  Hansage,  wieners,  and  even  cut  meat  suppllea. 

Thpre  have  been  conflicting  reports  on  whether  USDA  plans  an 
investigation  into  the  reasons  behind  the  higher  rejection  level  at 
Hampton  Roads  and  whether  the  criteria  nt  other  ports  are  lower. 

It  all  may  boil  down  to  a  semantical  exercise,  designed  more  to 
dampen  public  concern  over  a  possible  breakdown  in  the  port  in- 
spection system. 

Xoi-mal  weather  in  lfl75  could  result  in  sliarply  lower  com  and 
soybean  prices.  Tliat  prediction  comes  from  Vernon  R.  McMinimy, 
Continental  Grain  Co.,  New  Tork,  N,Y. 

Speaking  at  the  recent  197ii  University  of  Illinois  Grain  Deal- 
ers Conference,  JIcMinimy  predicts  a  1975  corn  crop  of  6.5  bushels. 
This  is  an  increase  of  35  percent  over  estimated  usage  in  the  cur- 
i-cnt  crop  year. 

Witli  a  crop  of  tliat  size,  when  livestock  numbers  are  down,  the  1!>73  crop 
price  could  readily  drop  to  ?1..10  i)er  biuihel,  said  ^IcMlnimy.  And  fiiich  a 
prospect  has  Iiegnn  to  cast  a  shadow  over  tlie  price  proKiMK-ts  of  com  for  the 
remainder  of  the  1074  crop  year.  It  will  become  Increasingly  difficult  for  the 
market  to  move  above  recent  price  levels. 

McMinimy  pointed  out  that  there  are  many  unknowns  from  now 
to  the  harvest  of  the  1975  ctoj).  "Weather  could  be  bad  in  1975.  Tlie 
Biissiaiis  conid  he  big  buyei-s  again  and  crop  production  may  well 
be  below  the  level  of  the  past  two  years  in  EuTOpe.  Fertilizer  rates 
may  he  reduced  and  planted  acreage  may  not  exceed  this  year's 
level  of  77-million  aci-es. 

"Some  of  these  events  may  occur,  but  it  seems  quite  unlikely  that 
we  will  get  a  combination  that  would  provide  as  tight  a  supply- 
demand  situation  for  l!)75-76  as  we  have  had  this  year,"  said  Mc- 
Minimy. "At  best,  events  could  laise  the  new  crop  price  prospects 
to  $'2,25.  but  that  does  not  remove  the  bearish  influence  of  the  1975 
crop  from  curi-ent  price  prospects. 

McMinimy  also  said  the  1975  soybean  cioi>~as  in  the  case  of 
corn — should  be  significantly  larger  than  this  year's.  He  predicted 
a  crop  of  1.5-billion  bushels — an  increase  of  25  percent  over  1974 
pi-oduction  and  13  percent  over  1975-75  usage. 

A  crop  of  this  size  should  resiilt  in  soylieau  price"  in  tlip  ai-ea  of  ?4  a  l>usbel — 
possibly  even  $.1,.T0,  said  McMinimy.  And,  in  the  case  of  corn,  the  ]>ossihility  of 
ample,  new-crop  supplies  cientes  a  downward  pressun*  on  old-crow  vahies. 

Is  there  a  solution?  I  think  thpre  is  hut  it  won't  come  from 
Washington.  It  has  to  come  from  us  uniting  for  a  common  goal. 
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Of  course  we'll?  concerned  for  the  world  starving  poor  and  for  our 
Amei-ican  consumer  who  is  also  caught. 

Dnriiifr  all  those  j'ears  between  the  Korean  war — and  that's  a  way 
to  |>rosperity  we  can  do  without— until  1973  corn  prices  ranged  from 
iilKiiif.  !)0  cents  to  $1.25.  "We  had  a  Government  program  of  sub- 
.sidies,  supports,  controls  and  what  have  you.  Every  time  we've 
gotten  these  we  accuninlated  surpluses  which  hung  over  our  heads 
until  we  got  into  n  war — 1939  surphises,  1949  surpluses  started 
iiiiain  and  then  again  in  the  1960's  before  Vietnam,  Surpluses  and 
poor  markets.  So  please  don't  let  us  get  back  into  that  trap. 

And  why  has  it  been  a  crime  for  farmers  to  make  big  political 
contributions,  and  I'm  referring  to  the  dairy  funds.  These  were 
vohuitary  funds  almost  identical  to  the  labor  COPE.  And  labor 
i-ealty  poured  it  in  in  the  last  election  and  I  am  not  naive  enough 
to  believe  they  did  it  without  expecting  something  in  return.  Yet 
no  one  has  so  much  as  even  said  it  was  a  no-no.  The  AMA  money 
would  put  ours  to  shame.  Xobody  says  a  word.  (Now  I  would  like 
to  know  how  much  CargiU  and  Continental  poured  in)  or  do  they 
just  furnish  the  Agriculture  Secretary. 

The  solutions  mostly  lie  in  self  help  programs.  I  think  we  as 
farmer's  must  not  produce  the  6.5  billion  bushel  com  goal.  We  must  cut 
l)roilu(tion  20  percent  and  we  must  reduce  imports.  I  recommend: 

1.  <'iit  fertilizer  up  to  50  per  cent. 

2.  Reduce  plniit  population. 

^.  Reduce  tillnKe  tn  save  moiiiture,  fuel,  and  eiir  noil, 

4.  Cancel  all  planued  uew  machinery  orders  until  we  receive  fair  prices  for 
our  present  crop. 

These  are  things  we  must  do  ourselves.  Now  we  must  ask  you  the 
(Toveniment  to  not  hinder  us  from  these  goals.  Ijct's  clear  the  ex- 
port market  of  all  threats  of  embargoes  and  monitoring.  Let's  stop 
all  impoits  of  foreign  subsidized  imports  and  make  the  remaining 
ones  meet  all  our  inspection  requirements.  Let's  reinstate  funds  for 
soil  conservation,  terracing,  wat^r  holding  systems  and  trees.  JjCt's 
see  that  the  consumer  profits  when  we  have  a  down  market  and 
doesn't  get  gouged  when  we  have  an  up  market.  Let's  stop  the 
packers  and  grain  companies  from  taking  over  livestock  and  food 
))roduction.  Slake  them  stay  in  processing  and  let  na  produce  with 
fair  competition.  Maybe  then  we  can  stop  exporting  farmers  to 
tile  labor  market  and  serve  the  country  and  world  consumers. 

We  are  not  seeking  a  confrontation  with  anyone,  but  are  only 
asking  for  a  strong  agriculture.  We  sympathize  with  the  needy 
and  the  unemployed.  If  we  make  a  reasonable  profit  for  our  labor 
and  our  risks  the  country  will  be  amazed  at  how  fast  we  will  head 
for  the  market  place  to  spend  it.  The  quickest  end  to  our  present 
economic  problems  is  a  prosperous  agriculture.  Let's  all  stick  to- 
gether and  I  know  we  can  do  it. 

Thank  yon,  Senator  Clark. 

Senator  Ct.vrk.  That  is  a  good  statement.  That  is  an  excellent 
statement.  We  are  particularly  glad  to  have  your  statistics  on  your 
■2A  years  of  experience.  Did  you  say  corn  was  at  $2.48  or  $2.40? 

Mr.  Hkmmixosex.  $2.45.  t  don't  think  there  was  a  time  it  got  over 
two  and  a  half  in  our  area. 
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Senator  Clahk.  Your  list  of  disasters  was  about  as  long  as  I 
Imve  heard.  The  only  one  you  left  off  that  I  didn't  hear  was  Amer- 
ican Beef,  but  otherwise  it  was  very  complete.  But  it  is  a  very 
comprehensive  statement.  I  was  particularly  interested  in  your 
comments  about  the  connection  between  the  major  grain  com- 
panies and  the  Department  of  Agriculture.  And  you  may  know  that 
about  a  week  ago  I  asked  the  General  Accountinfr  Office,  which  is 
the  chief  investigative  arm  of  the  Congress,  to  go  back  over  the 
last  several  years  and  look  at  personnel  in  the  Department  of  Agri- 
culture, and  where  they  came  from  in  relation  to  the  grain  com- 
panies, and  where  they  have  gone  to.  And  we  should  have  that  re- 
port in  the  next  few  months.  They  are  going  to  go  back  through 
all  of  the  appointed  employees  of  the  Department.  We  know  from 
our  own  experience  that  Secretary  Butz  came  from  a  board  of  one 
of  the  major  grain  companies,  the  major  single  grain  company.  We 
know  Mr.  Hardin,  who  was  Secretary  of  Agriculture,  left  the  Secre- 
tary's position  to  go  to  work  for  the  same  company.  We  know  Mr. 
Palmy,  who  was  Assistant  Secretary  of  Agriculture,  liad  a  great  deal 
to  (lo  with  the  sale  of  the  Soviet  grain,  and  he  left  immediately  fol- 
lowing that  sale  and  went  to  work  for  Continental  Grain  Co.,  who 
was  very  much  involved  in  the  Soviet  sale.  We  know  Mr.  Shangler, 
who  is  in  charge  of  the  monitoring  system,  is  out  of  one  of  the 
major  grain  companies.  Tliat  doesn't  tell  the  whole  story  though, 
we  need  to  know  othei-s  that  are  involved  before  we  make  further 
kinds  of  accusations. 

Air.  Hemmixgsen.  I  think  that  is  a  very  good  investigation. 

Senator  Clark.  I  think  it  can't  be  a  healthy  situation  when  you 
realize  our  policies — agricultural  policies — have  such  an  innnediate 
and  direct  cfTect  on  the  grain  companies  themselves;  and  that  kind 
of  musical  chairs  back  and  forth,  I  can't  believe  is  in  the  best  in- 
terest of  American  agriculture, 

Mr.  Hemmixosen.  Alost  of  the  time  it  has  been  in  the  interest 
of  the  companies.  But  that  is  just  my  opinion. 

Senator  Clark.  Thank  you  very  much.  Most  of  the  witnesses  here 
today  are  not  people  whom  I  have  met  previously,  but  tlie  next  witness 
is  (rlenn  Gregg  frnni  Hawarden.  a  feeder  and  president  of  the  Sioux 
County  Cattle  Feeders.  We've  had  the  pleasure  of  working  with  Glenn 
on  a  number  of  occasions.  I've  stayed  overnight  on  his  farm,  and  we've 
always  found  him  to  be  both  very  reasonable  and  very  knowledgeable 
witli  regard  to  the  problems  of  American  agriculture  and  beef  in 
particular.  We  welcome  you  heie,  Glenn. 

STATEMENT  OF  QIEKN  OREGO,  PRESISEITT,  SIOUX  COUNTY  CATTI£ 
FEEDERS  ASSOCIATION,    HAWAESEN,    IOWA 

Mr.  Grj^oo.  Thank  you.  Senator.  I  am  representing  the  Sious 
County  Cattle  Feeders  Assoc'iation  and  we  miglit  have  a  few  differ- 
ent ideas  as  far  as  the  input,  as  far  as  the  corn  prices  and  the  avail- 
ability of  com  in  the  year-s  to  i-omc.  IxK-ause  corn  is  onr  No.  1  raw 
ninterial  to  feed  our  rattle.  We  are  smart  enough  to  know  what  §1 
corn  will  give  us:  it  will  encourage  commerriatization  down  in  TesaA 
Cheap    corn    has    never   lieen    conducive    to    good    cattle    markets. 
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We'i*  certainly  not  in  favor  of  clieap  corn.  We  found  out  last  year 
how  we're  Iinrtinp:;  that  the  cattle  industry  cannot  survive  as  we  nave 
as  sucli  witli  $4  corn.  AVhen  you  have  $4  corn,  your  cattle  will  po  then 
(lii-ootly  fi-om  the  ranchlands  to  the  consmner,  bypassing  tlie  feeding 
industry.  Coiise<]uently  we  feel  that  there  has  to  oe  some  liappy  me- 
dium. We're  real  concerned  abont  the  com  price.  Certainly  I  think 
that  we  niipht  even  be  more  concerned  about  the  corn  price  than  maybe 
the  corn  farmers  ai'e  about  the  cattle  prices  of  the  last  few  years, 
AVe're  leal  enthused  about  producinfr  enough  coin  so  that  our  balance 
of  trade  may  be  affected  favorably  by  exporting  corn.  We  ceitainly 
think  this  is  conducive  to  the  corn  farmers  as  well  as  our  Ooveriunent 
as  a  whole.  So  we  would  like  to  think  that  maybe  when  we  get  to  the 
l>oiut  when  we're  talking  about  cutting  corn  production,  maybe  by 
plowing  lip  corn  we  hurt  20  percent  cutback;  wc  really  feel  like  a  hog 
feeder  would  feel,  that  the  most  practical  way  to  do  it  and  possibly 
maybe  even  the  most  patriotic  is  to  tell  these  chemical  companies,  you 
either  bring  that  price  down  on  your  chemicals  or  we're  not  going  to 
put  any  fertilizer  on  at  all.  I  think  you  guys  could  really  get  co- 
operation amongst  yourselves.  We're  real  eiithusod  and  we're  real 
pleased  to  see  the  cooperation  being  exhibited  in  the  corn  industry, 
iiiid  by  tlie  com  gi-owei-s.  Cattlemen  would  like  to  organize  like  this. 
Whenever  we  can  control  our  production  we  can  ensure  ourselves  of 
a  fair  and  equitable  price.  The  cattle  industry  hasn't  been  able  to  do 
that  and  what  we'\'e  seen  so  far  this  spring,  we  feel  that  corn  pro- 
<hi('ers  can,  and  we're  100  percent  in  favor  of  that. 

I  would  like  to  talk  just  a  little  bit  about  the  livestock  industry,  if  I 
can.  Dick,  because  this  is  what  wo  are  concerned  about  up  there. 
Tiiere's  a  lot  of  things  that  haven't  been  going  right,  and  we  wont 
go  into  those,  certainlv.  I  have  been  into  Washington  many,  many 
times,  and  we  have  talked  to  you  about  our  packer  bonding,  we  have 
talked  to  the  Senator  about  i-einsurance  possibilities,  whereby  we  can 
get  blizzard  coverage  to  cover  losses  like  those  which  wei-e  incurred 
in  .Taiuiary. 

Iniports  seem  to  be  an  age-old  problem  with  the  livestock  producers. 
Xow,  I  feel  that  the  cattle  industrj'  is  just  on  the  verge  of  working 
tliemseh'es  out  of  an  overproduction  situation  whereby  our  prices  are 
going  to  show  us  some  profits;  maybe  for  about  4  or  5  more  months, 
but  we  have  been  having  this  overlying  thing  hanging  over  our  heads 
almut  Australian  and  Xew  Zealand  imports.  We  read  about  in  the 
pajiers  just  the  other  day  that  the  State  Department  is  putting  pres- 
Ruie  on  the  President  to  encourage  unlimited  Australian  imports.  How 
can  a  goveiiimcnt  think  that  they  can  continue  encouraging  the  incen- 
tives necessary  for  a  cattle  feeder  when  we  have  this  possibility  of 
gettiiifr  the  markets  up  to  where  we  can  get  a  fair  price?  We  have  got 
to  enlist  the  aid  of  our  Government  officials  to  keep  our  imports 
limited  at  a  level  whereby  we  can  suiTive. 

You  know,  we  talk  about  the  cheap,  cheap  food,  and  we  have  always 
pi-oduced  food  at  reasonable  prices,  maybe  for  a  few  months  things 
got  a  little  bit  out  of  line,  but  it  didn't  take  long  for  the  Government 
to  he!]j  us  get  it  down.  And  we're  producing  a  pretty  economical 
product  now.  and  we  don't  feel  that  the  American  consumer  should  be 
subiccted  to  imported  beef — especially  when  it's  not  even  identiBod 
at  tlic  retail  markets.  The  American  consumer  is  doing  us  a  real  good 
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job,  we're  real  proud  of  her  for  the  amount  of  meat  she's  buying.  But 
she's  getting  about  as  much  nonfed  beef  as  she  is  fed  beef.  y\e  feel 
that  it  mipnt  well  be  a  good  possibility  to  have  those  identified  for 
her  convenience. 

We  have  also  disciissed  with  you  about  the  Merchantile  Exchange, 
and  what  good  it  really  does  us.  And  in  our  response  on  our  Washing- 
ton trips,  they  set  up  a  committee  that  is  going  to  start  overseeing  the 
Mei-chantile  iExcliange  and  keep  them  from  getting  too  many  con- 
tracts in  too  few  hands  in  the  Jlerchantile  Exchange.  And  we  appre- 
ciate the  efforts  you  have  extended  at  that  level. 

Several  days  ago,  at  the  stockholders  meeting  at  IBP.  it  was  an- 
nounced that  IBP  was  going  to  go  into  the  cattle-feeding  business. 
Last,  night  we  heard  a  little  further  explanation  about  it  on  some  of 
the  local  TV  stations.  They  are  coming  to  our  rescue  finally.  They 
say  tliey  are  going  to  add  an  impetus  to  the  cattle-feeding  industry  by 
feeding  our  cattle  for  us.  By  golly.  I'll  tell  you — this  is  awful  hard 
to  uiidei-stand.  Where  was  Iowa  Beef  when  we  were  making  our  trips 
to  Washington,  trying  to  get  imports  shut  off,  trying  to  make  this 
industry  survive?  We  didn't  hear  anything  about  them  then,  nor  did 
we  see  any  advertisements  put  on  TV  to  eat  more  beef,  or  the  advan- 
tages of  l)eef,  and  the  diet  of  the  American  consimier.  We  feel  that 
they  ai-p  now  in  a  position  to  take  advantage  of  some  of  the  damage 
that  has  been  done  m  the  livestock  industry — and  we're  going  to  stand 
up  and  fight  for  individual  ownership  of  cattle  industries  here  in 
northwest  Iowa.  We  need  the  cooperation  of  all  you  guys — 

We  want  to  maintain  control  of  our  cattle.  We  don't  want  Iowa 
Beef  to  get  2  percent  of  their  kilt.  If  they  bring  that  2  percent  in, 
in  3  01-  4  days  during  the  year  it  is  going  to  affect  our  markets.  They 
aif  going  to  be  in  a  position  to  manipulate  the  market,  whether  they 
say  they  are  going  to  or  not.  So  we  are  going  to  stand  up  and  fight 
for  this' individualism.  We  want  to  keep  this  in  our  industi-y.  I  believe 
that  is  all  I  have  to  say,  Dick,  thank  you  very  much. 

Senator  Clark.  It  is  an  excellent  statement,  and  I  want  to  share 
your  view,  and  express  my  support  for  the  idea  that  it  is  in  the  inter- 
est of  the  American  agriculture  for  the  beef  producer  and  the  Ameri- 
can consumer  to  not  have  further  kinds  of  vertical  integration  in  tiu 
beef  industry,  by  whatever  group  it  is  or  whatever  company  it  is.  It  is 
simply  not  in  the  b^t  interest.  And  I  am  particularly  happy  that  you 
mentioned  at  least  in  passing  the  disastrous  effects  of  the  beef  freeze, 
and  I  hope  we  have  learned  enough  from  that.  On  question  I  wanted 
to  ask  you.  how  far  away  are  you  Glenn  ? 

Ml',  Grjxio.  Right  here. 

Senator  Ci..vrk.  Do  you  know  what  beef  prices  are  here  right  now? 

Ml'.  (Titr.o«.  Thirt  v-five — $.^5  per  hundredweight. 

Senator  Clark.  Thirty-five. 

5Ir,  Greog.  Fifty-six  in  the  beef— $56  per  hundredweight  Now, 
tJiat  is  improved  over  what  it  was  3  weeks  ago — substantially.  We 
have  had  a  real  constructive  cattle  on  feed  report  just  yesterday,  and 
a  lot  of  us  are  real  optimistic  in  thinking  we  can  turn  this  thing 
around.  We  realize  the  world  is  ovcrsupplied  witli  beef.  The  western 
ranches  lii»ve  cattle  running  all  over  the  place.  We  liaveirt  worked  out 
of  it  yet.  but  for  right  now,  until  maybe  next  August — maybe  until 
next  December— we  feel  that  there  are  prices  in  the  offing  that  can 
make  back  some  of  our  losses.  But  we  also  feel  our  prices  are  very 
vulnerable  to  the  shiploads  of  beef  from  Australia,  and  we  are  real 
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conceined  about  that.  Even  il  we  could  get  these  shipments  on  a 
iiionthly  qnota  basis,  rather  than  have  it  at  a  variable,  for  them  to 
ship  all  of  their  beef  in  in  one  particular  quarter.  I  think  we  talked 
about  that  on  our  last  trip  to  Washington,  I  am  really  optimistic — 
maybe  overoptimistic — I  have  been  in  the  past — but  I  really  feel  some 
of  the  guvs  that  have  sustained  such  losses  in  tlie  past  18  montlia  are 
in  a  position  to  get  some  of  that  back. 

Senator  Cl-uik.  ^Ve  appreciate  your  optimism.  Don't  take  o£E  your 
lifoificketyet. 

()ur  next  witness  is  Piml  Khmcke,  a  farmer  from  Granville,  Iowa. 

STATEMENT  OF  PAUL  EHMCKE,  GRANVILLE,  IOWA 

Jfr,  EiiMCKE.  A^Hien  I  came  down  here  this  morning,  I  didn't  have 
;;ny  idea  that  I  was  going  to  talk  to  yon.  I  was  just  behind  Les  and 
<i;ii!  coming  in  the  door,  and  they  said:  "Do  you  want  to  testify?"  and 
I  decided  I  did. 

Sp!i.'itor  CixAiiK.  Good. 

?il;'.  EiiJiCKK.  I  don't  have  a  written  statenicut  liciv,  I  am  just  talk- 
ing straight  from  the  gut.  Is  that  the  term  that's  used?  I  am  not  a 
farmer  that  has  been  on  television.  Though  Glenn  has  helped  us  quite 
a.  liit,  I  haven't  done  a  lot  of  television  and  running  around.  I  liaven't 
gone  to  a  lot  of  meetings.  I  haven't  been  to  l^'ashington,  but  I  do  talk 
ti>  the  fellows  that  come  back.  But  I  have  been  to  farmer  meetings. 
These  grassi-oot  meetings.  We  had  one  last  night  at  Peterson,  and  I 
got  enthused.  V/e  are  going  to  have  a  meeting  at  Paullina,  Iowa, 
iloiiday  night,  March  ITth. 

Senator  Clakk.  Paullina? 

Mr.  EnMCKE.  Paullina.  At  the  library,  and  we  sure  would  like  to 
hiive  as  many  farmers  that  can  make  it  up  there  show  up.  AVe  had  a 
I'eal  turnout  at  Petersoii.  I  don't  know  if  we  were  together  on  all  of 
tiic  issues,  but  the  thing  was  that  they  showed  up  without  any  formal 
organization.  And  a  lot  of  people  don't  think  tliat  that  can  bo  done. 

Senator  Clark.  AVhat  kind  of  things  did  yon  talk  about  there  ? 

>Ir.  EiiaicjCE.  We  talked  about— I  believe'  I  have  a  list  here.  I  didn't 
have  a  written  statement.  This  is  something  they  passed  out  up  there. 
And  this  follows  along  the  lines  of  what  Les  and  Gail  started.  Bob 
Donahue  will  he  a  later  witness,  and  he's  the  one  tliat  kind  of  got  that 
going  over  at  Potei-son.  And  they  had  a  meeting  of  what  we  wanted  to 
do,  and  they  were  advocating  reduction  in  any  agricultural  commodity 
that  was  in  excess  supply.  And  while  we  didn't — now,  this  had  to  do 
mainly  with  com,  sorgnum,  oats,  soybeans,  beef,  and  pork.  That  seems 
to  be  what  is  important  in  tliis  part  of  the  country.  And  we  had  some 
arbitrary  target  prices  and  loan  prices  tjiat  was  on  tliis  sheet,  too.  The 
ffliowR  coulchi't  agree  with  them  or  disagree  with  them,  cross  them 
out.  and  put  in  what  they  thought. 

Also,  on  this  slieet  if  they  would  voluntarily  cut  production  10,  15, 
20  peitent,  and  circle  it  and  writ*  on  the  bottom :  "I  don't  believe  it's 
going  to  ^^■ol■k,''  or  whatever  they  felt.  I  think  it's  real  important  tliey 
di<l  come  out  and  do  conic  out  at  this  Paullina  meeting.  There  is  going 
to  he  a  big  statewide  meeting  down  in  the  Ames  coliseum,  I  believf- 
tliis  is  real  important  we  fill  ui>  that  coliseum.  We  would  like  to  get 
the  Congress  down  there,  and  Agriculture  Committees  and  Secretary 
of  Agriculture.  We  want  them  to  believe  that  we  are  going  to  do 
something  with  or  without  you. 
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From  -what  I  have  talked  to  my  neighbors,  there  is  quite  a  bit  of 
distrust  of  what  you  giiys  are  down  there  for.  And  I  can  understand 
you'i-e  in  a  bind,  vou  have  consumers.  Of  course,  I'm  a  consumer  as 
well  ns  producer,  but  you  have— in  reference  to  your  constituents  in 
the  State  of  Iowa— more  people  that  are  interested  in  low  price  for 
food  prodvicts  than  in  what  I  might  call  fair  prices — which  iivould 
allow  some  profit  after  oxpense. 

,Vnd,  OK,  if  we  can  convince  you  guys  to  take  and  do  something 
after  you  leave  here  today,  you  are  only  1  out  of  100  Senators  down 
there,'Now,  there's  a  few  other  farm  States,  farm  Senators  down  there 
from  farm  States,  agricultural  areas,  and  of  course  they're  varied 
interests,  too.  Some  are  cotton,  they  seem  to  get  together  better  than 
the  f{'ed  grain  States.  You  are  such  a  small  part  down  there  that  we 
don't  know  if  you  can  really  do  anything  for  us. 

Senator  Clark.  Can  you  tell  me  the  results  as  to  how  the  question- 
naires were  answered? 

Mr.  EiiMCKE.  I'll  let  you  know  what  happened.  I  will  let  you  know 
Monday.  I  fielicve  Hob  has  the  rysiilts. 

Senator  Clark,  Good.  We  will  !«  v<!ry  interested  in  seeing  them. 

Mr.  Ehmcke.  I  think  it's  real  important  that  our  farmers  do  turn 
out  at  these  grassroots  meetings.  I  should  say  I  hope  we  can  do  some- 
thing on  our  oAvn.  We  aiB  not  going  to  have  Uncle  Sam  take  us  by  the 
hand,  because  I've  been  down  the  road  with  Uncle  Sam  the  last  2 
years.  And  I  fed  cattle — I'm  not  feeding  them  any  more.  We  have  seen 
tliis  high-piiced  grain  vou  buy  from  northwest  Iowa  here.  You  know 
why  it's  high  priced?  We've  got  half  a  crop.  And  now  we're  seeing 
that  our  half  a  crop  is  worth  half  of  what  it  was  last  fall.  If  we  would 
have  got  our  price,  or  price  like  we  were  receiving  last  fall,  we  would 
have  been  all  right  on  our  grain  crop. 

This  livestock  situation  is  tied  directly  into  the  grain  situation,  the 
supply  and  demand.  It's  the  only  honest  way,  supply-and-demand 
situation — in  the  United  States,  I  believe;  simply  because  we  are  ti>e 
only  ones  in  it.  We  realize  we  can't  say:  "Kick  the  Government  out  of 
farming."  You  hear  a  lot  of  this — ^"(iet  that  darned  Government  out 
of  it."  But  as  long  os  you  have  the  President  who  can  let  this  Aus- 
tralian beef  come  in,  I  IJelieve  one  of  the  boys  at  the  meeting  last  night 
said  at  20  cents  a  pound  delivered  here,  we  can't  compete  against  that. 

And  consumers  in  this  Nation  fail  to  realize  that  they  have  the  most 
wholesome,  most  plentiful,  and  relatively  cheapest  food  on  this  planet. 
And  that  is  worth  something.  And  I  think  they  have  to  get  this  across 
to  the  American  consumers  that  we  are  worth  protecting.  I  believe 
that's  all  I  have  to  say. 

Senator  Clash.  I  think  the  last  sentence  in  particular  is  an  impor- 
tant one,  because  the  one  thing,  all  too  often  in  this  country,  we  aoat 
understand  is  the  interdependency  of  both  the  consumer  and  the 
farmer. 

We  ought  to  have  learned  from  this  last  experience  with  the  beef 
freeze,  for  example,  that  if  you  don't  have  a  healthy  agricultural 
situation,  it's  not  good  for  the  consumer,  either. 

Maybe,  in  the  narrow  interest,  they  may  think  it  is  but  in  the  long 
interest  it  isn't. 

If  you  have  a  driving,  healthy  American  agriculture,  you  are 
bound  to  have  the  kind  of  production  and  stability  in  pricing  that  is 
good  for  the  consumer  as  well.  Thank  you  very  much. 
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yh:  EiisfCKK.  Thank  yOa  very  nitich,  Senator  Clnrk. 
[The  follo>ving  nrticle  was  submitted  by  Paul  Ehmcke :] 

The  Doli^bs  a  Cents  of  Farming  .  .  . 

Where  Do  We  Go  From  Here? 

<''ii]i;criied  GrflBs  Roots  Farmers  made  the  foHowing  resolution   during  a 
mass  farmer  meeting  in  Ames  Tliursday,  March  20,  1975. 

l,'i:-",l.'IUin:  Diif  to  tlie  iiresent  eeiinomic  outlook,  ptmcenieU  ^ass  roots  famiera 
!■.■.■(  iiiLii  I  willed  the  following:  1.  Set  iisiUe  1(1%  or  more  of  your  total  1975 
!Ml'i!<liil  com  mill  Mo.vl.eiin  acri-s.  Esamplp:  a  fanner  with  100  total  acres  of 
iiir;i  mid  siiyiwan^  shall  set  aside  10  acres  or  more. 

:;.  Tlicse  f:et  aside  neres  should  be  UMCd  for:  (a)  a  conservation  practice  (b) 
un-fn  luiiimre  (e)  oats  for  hai- 

GRAIN  TRADE'S  COMPUTER  AMAkYSIS  FOR  HARVEST  1S7S 
(CHICAGO  BASIS) 


Produdion 

Corn 

Soybun 

NDt!:Thi3bovsriguressu|itili«<lby  th3  Iowa  Giaint  Livestock  CaisuitlfliFirn 

The  Lasdlohd's  Appao.vcit 

1 .  'I'he  landlord  pays  lialf  of  crop  expense. 

-.  'J  iiP  landlord  receives  half  Of  crop. 

3.  Tlic  landlord  expects  ahout  100  bushel  yield  per  aert 

Landlord's  e^ptuscs  for  vorti 


S-r.l 

lli-rlii 

L-ide.-i  

l->->-2= 

e.rpenaei  for  sceilins  Oi 


Ijimll'ird  sain  .?15..10  per  acre. 

Eiample  1. — Of  co»ts  iiii'ler  full  a 
?l.Mny]fir1..:-2 - - 

K\[>.'n^e  per  acre 

K"!-!r-i  to  landlord  per  acre 


$14-^2  =  57 

tats  half  hnlcK 
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Example  2. — Nov)  ^e^th  10  percent  redttcflonln  com  1/  oil  participate 
*>.50  X  100^2 


Example  3.— 10  percent  red uofffnt  (n  com  if  half  participate 
§2X100-^2 

Expenses 


6. 850 

150 

6. 000 

Example  i.^10  percent  reduction  (icitft  Uisuffcient participation) 

.S1.5(IXS40  per  acre ?3, 600 

Green  manure  ( 10  acres  X$15  per  acre) 130 

lAnUlord  return  on  100  acres 3, 730 

On  100  acres,  the  landlord  risks  $250  on  the  chance  that  (1)  prices  are  good  in 
the  fall  and  (2)  he  can  miilnttiin  the  value  of  lila  investment  in  land.  This  repre- 
sents a  $2.50  per  acre  rislc. 

To  the  com  ramiers: 

■pro(lu''tinn  cosL"  on  1  acre  of  corn : 

I^and  preparation $23 

KiTtilizer 40 

fieeil 14 


n  Investment  plus  taxes) 100 


At  expected  cheap  com  pricea,  the  average  northwest  Iowa  farmer  v 

■aliout  if  75  per  acre  of  corn  he  produces. 
To  the  livestock  producer; 

■Cheap  forn  hurts  the  cattleman  as  well  i 

Cost  of  production  1  acre  of  corn 

KiTurn  per  acre  (100  bu.XSl.50) 

I.fiss  of  each  acre  of  corn  produced 


Icuiaii's  profit  on  400  cattle  ($37.50  prollt  per  head).. 
Cattleman's  net  iiroRt 


I'ork  produi^r's  net  profit Ofi 

■w  will  jou  coiniipte  with  Soiitliweslerii  feedlots  and  confiiiemeiiit  houses  tliat 
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i'iiriuiiig  is  everybody's  business !  Attend  tlie  Western  Com  Belt  State's 
Ret'ioiial  Meeting  at  Sioux  City  Auditorium  Tliurs.,  April  10 — 1 :30  p.m.  If 
yiiu  want  to  lielp  or  are  interested  In  bot^ting  a  "Grass  Roots"  meeting;,  please 
contact  Paul  Eliwcke  4-18-3882  or  Gale  Hemmlngsen  56S-2544, 

Seimtcr  Cr^itK.  The  next  witness  is  Ben  \annan,  of  Pierson,  Iowa,. 
"Woodbury  County  farmer. 

And  also  a  member  of  the  Iowa  Farm  Bureau  Federation. 

STATEMEHT  OF  BEN  NANNAN,  MEMBER,  BOAED  OF  DIBECTOES,. 
IOWA  FARM  BUEEAtT  FEDERATION,  PIEESON,  IOWA 

Mr.  Xaxxax,  Thank  you,  Senator  for  this  opportunity. 

My  name  is  Ben  Nannan.  I  operate  a  500-acre  fami  in  Woodbury 
County.  My  farming  operation  inchides  com  and  soybean  production, 
hops  and  a  cow-calf  herd,  I  am  also  a  member  of  the  board  of  direc- 
tors of  the  Iowa  Farm  Bureau  Federation.  My  testimony  here  today 
is  on  behalf  of  that  organization. 

The  fanners  of  Iowa  are  gravely  concerned  about  the  misconcep- 
tion tliat  there  is  a  real  danger  of  food  shortage  in  this  country.  Bar- 
ring unprecedented  adverse  weather  conditions  or  extremely  foolish 
Government  policies — we  aie  convinced  no  such  danger  exists.  With 
i-easonably  good  weather  conditions  and  reasonably  judicious  Govern- 
ment decisions,  we  can  also  meet  the  needs  of  other  countries  who  have- 
pnrchasing  ability.  Under  even  the  very  best  of  circiimstances.  there 
is  nn  possibility  that  the  United  States  can  accept  responsibility  for- 
flooding  the  woi-ld  hungry  as  much  as  we  wish  this  were  economically 
and  pliysicaiiy  possible. 

lyaboiing  inider  what  we  consider  to  be  fallacious  concepts,  the  U.S- 
rJovcmment  has  taken  several  very  unwise  and  harmful  steps.  These 
Ill-gun  witJi  the  price  freeze  on  beer,  the  effects  of  which  are  still  with 
us.  At  that  time  economists  and  Government  statisticians  were  pro- 
claiming beef  shortages,  indicating  that  there  was  no  possibility  of" 
Vieing  able  to  pioduce  enough  beef  for  effective  demnnd.  Evidence  of 
the  grossness  of  their  error  has  been  with  us  ever  since.  Undaunted, 
these  ssme  self-styled  consumer  advocates  and  Government  statisti- 
cians have  continued  to  proclaim  shortages.  The  bakers  association  at 
one  time  panicked  and  predicted  bread  at  $1  per  loaf  because  of  a 
fancied  wheat  shortage.  Surveys  triggei-ed  by  this  ridiculous  state- 
ment indicated  greater  amounts  of  wheat  in  producers'  hands  tlian 
anyone  knew  about. 

jforo  recently,  the  Government  canceled  legitimsite  contracts  with 
foreign  buyers  for  soybeans,  wlieat  and  feed  grains.  This  was  not  only 
imiiecessai'y,  but  unethical.  As  a  result,  the-se  countries  began  to  seek 
other,  more  dependable,  sources  of  supply.  In  addition  those  cancel- 
lations have  now  iustified  retaliatory  cancellations  of  the  remaining; 
contracts,  which  we  were  prepared  to  fill. 

V/orse  yet.  these  same  people  continue  to  predict  shortages  even 
though  grain  and  soybean  prices  have  declined  from  30  to  40  percent 
pincp.  harvest.  They  urged  increased  production,  and  building  Govern- 
ment rcsencs  witliout  any  supporting  evidence  of  need. 
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Last  week  t!ie  President  did  belstedly  remove  the  prior  approval 
requii-cmeiit  on  exports,  but  mnintnincd  monitoring  requiremeuts 
■which  will  still  discournge  expoits  to  eome  degree. 

Farmers  are  verv  concerned.  Thousands  }iave  gathered  in  meetings 
throughout  the  ilidivest  spontaneously  to  consider  redncing  produc- 
tion of  feed  grains  and  soTlDcaiis,  Tliev  feel  they  have  little  alternative 
Init  to  tiike  the  matter  in  their  own  hands.  "We  are  very  pleased,  that 
apparently  fai-mors  recognize  that  the  only  possible  solution  is  to 
begin  i-ebuilding  market  channels.  We  believe  they  are  also  neatly 
nnaninioiis  in  tlieir  opposition  to  the  Government  going  back  into  the 
grain  storage  business.  Government  stocks  cannot  and  will  not  be  in- 
sulated from  the  market.  "When  prices  rise,  political  pressure  will 
cause  stocks  to  be  released. 

Fiinners  have  indicated  they  do  not  expect  the  Government  to  guar- 
antee them  a  profit,  but  some  farmei-s  hnve  asked  that  the  Govemiiient 
guarantee  the  cost,  of  production  since  the  Government  is  not  actively 
seeking  increased  exijorts  and  i,s  asking  the  farmers  to  produce.  In  our 
opinion,  such  a  request  on  the  part  of  producers  would  be  justified, 
but  harmful. 

Guarantees  of  the  cost  of  production  would,  in  our  opinion,  stimu- 
late production  to  the  <legree  that  it  will  again,  by  necessity,  force 
Government  to  acrumuliite  excessive  stock.s.  Fanners  cannct  afford 
this  artificially  stimuiatc<l  profbictinn.  Guarantees  at  the  cost  of  pro- 
duction may  actually  Ix^  at  the  injurious  level  to  farmers,  Tf  produc- 
tion is  stimulated,  tfien  the  jiriec  is  likely  to  ride  on  that  floor.  Agri- 
culture cannot  be  prosjwmus  and  make  its  maximum  contribution 
producing  at  the  cost  of  pi-oduction.  and  the  Government  should  not 
take  actions  which  will  lead  to  these  results. 

AVe  recommend : 

1.  That  Goveriunent  loans  on  soybeans  and  corn  Iks  recourse  loans 
rather  than  nonrccoui'sc.  Kecour.se  loans  are  the  only  way.  iji  our 
opinion,  to  avoid  (loveriimeut  accumulation  of  stocks.  If  underetood. 
they  are  not  a  stimulant  to  ])roduc.tion.  but  will  provide  farmers  with 
adequato  capital  to  provide  for  a  national  i-eserve  on  farms  in  the 
hands  of  fanners  and  permit  faimei-s  to  market  in  an  orderly  fa.sl]iou. 

£.  Government  shouhl  lesiime  its  effoiis  to  facilitate  markets 
abroad.  It  will  take  several  years  to  repair  the  damage  that  has  al- 
ready I)een  done. 

^.  Government  should  develop  a  standby  set-aside  program  for 
imi)Iementation  when  and  if  it  becomes  apparent  that  we  are  return- 
ing to  o^eraupply. 

4.  Taiget  prices  should  be  eliminated.  Target  prices  are  only  pro- 
dnction  payments.  They  are  an  incentive  to  pi'oduce.  but.  at  the  same 
time,  hide  their  stimulating  effects  until  the  matter  is  serious. 

r..  Government  must  make  available  adequate  supply  of  fuel,  fer- 
tilizer .Tud  other  inputs  fo  that  farmers  can  produce.  At  the  same 
time.  v.-i'  feel  faimei-s  must  conserve  in  every  possible  way  because  it 
is  obvious  that  these  slioi'tagop  are  viy  real. 

Inaptly.  Government  ]iliiu]inig  nii'st  ho  on  the  basis  of  permirtiuL' 
faimei-s  to  liave  pralitable  prices.  The  tremendous  increase  in  farm 
costs  and  the  resulting  requiremeTits  for  cupital  make  reasonable  profit 
alwiohitolv  necessiiry  foi'  agricnltui'e  to  coutinue  healthy  and  be  able 
to  meet  the  needs. 
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If  the  pitfalls  I  have  mentioned  are  avoided  and  if  Government 
adopts  positi\'c  programs,  we  feel  certain  the  farmers  of  America  can 
juid  will  continue  to  produce  plentiful  supplies  of  food  and  fiber  at 
iL-nsonjible  prices  for  the  American  consumer  and,  m  addition,  will 
pioduee  sizable  supplies  for  sale  to  other  countries.  Obviously  sub- 
stantial sales  of  agricultural  piwlucts  are  necessary  to  achieve  even 
11  reasonable  balance  of  payments.  Furthermore,  Tie  believe  the  pol- 
icies T  liavc  outlijied  are  the  best  guarantee  that  we  will  be  able  to  do 
v.hatever  is  practical  and  feasime  to  help  those  nations  with  the 
stiirvinjr  miHi(»ns. 

Vi'e  appi-eciatc  this  opportunity  to  picsent  our  views.  Thank  you. 
Senator. 

ScniiKir  Ci.auk.  Thank  you  ver}-  much.  If  I  coiikl  summarize  your 
lostiinony  very  briefly,  so  I  ani  sure  I  understand  your  position.  I 
h:i\-c  irv.'t  a  number  of  times  with  the  members  of  the  Farm  Bui'eau, 
iiiiil  yorir  national  presitlont  testified  liefore  this  committee,  as  liave 
cliior.s  from  Iowa.  Brielly  put.  it  is  that  you  would  do  away  vitli  the 
tarirct  price  system,  replace  the  nonrecour.se  loan  with  the  re(oai"Se 
loan,  if  the  recourse  loan  is  maintained,  you  would  try  to  koep  that 
Wi'll  below  tiip  cost  of  production? 

Mr.  Xaxx.vx.  Yes. 

Sciiiitor  Ci.Ai!K,  If  that  were  maintained-  or  even  if  tlic  nr)i!veroin-so 
loan  was  niaiiitained  I  should  say,  you  eouid  keep  it  below  the  cost- 
,\ii<l  you  would  favor  a  set-aside  jirogram  if  and  when  tliat  Iwcam© 
necessary.  As  1  said,  wo  have  met  a  number  of  times.  There  are  two 
lior^ilions  in  particular  the  county  leaders  of  the  Farm  Bureau  taiked 
io  iiw  ill  Wiishin^rton  last  wpekaliout,  and  I  think  these  are  important, 
I  );!'.■  iw  tlie  tax  loss  farming  to  try  to  eliminate  that,  and  sccoiidly  an 
iiH  lease  ill  the  estate  tax  deduction,  which  is  now  !iir)f).<)00.  is  almut  all 
you  can  have  under  tlie  present  law.  That  has  been  in  existence  since 
the  bite  l!i:;(lV.  In  fact,  I  am  a  cosponsor  of  a  bill  tliat  would  increase 
thiil  to  $-J))(M)tM).  I  think  obviously  since  inJlatioii,  what  it  is  since  tha 
kite  liKiiTs.  such  an  increase  would  be  important. 

Mr.  \anxax.  M'e  appi-eciate  your  efforts. 

Senator  ('i,ark.  Thank  vou.  The  next  witnesses  are  Mr.  and  lire. 
Iticiiiensclincider. 

Coine  ri^iht  up,  plea.se.  You  are  from  Kingsle^-,  and  vou  are  a 
f:.rnier> 

STATEMENT  OF  R.  A.  EIEMENSCHNEIDEE,  KINGSLEY,  IOWA 

Mr.  i;n:]UF.xs(iixKiDF.R.  Yes,  I  am  from  Kingsley  and  a  farmer,  I 
iini  past-treatiiirer  of  the  county  pork  association,  and  I  kind  of  believe 
ill  He!t'-liel])infr.  And  the  pork  association,  as  every  Ix-ef  association, 
the  ]wrk  association  has  spent  a  lot  of  money  to  build  up  this  export. 
bill.  I  don't  tiiiiik  this  was  quite  ripht.  I  don't  think  one  man  should 
have  the  power  to  do  this.  Xuturally,  we  are  self-helping  our  own 
ci-iise.  .Vnotiiei'  thing  I  would  like  to  know,  I  am  not  sin,'fling  you  out 
alone,  -uliy  ai-e  we  giving  money  to  Canilwlia  and  Vietnam  to  save 
tlii'iu';  1  think  if  tlicy  are  hungry,  we  should  give  them  our  processed 
food  to  jret  it.  instead  of  giving  them  money  and  having  them  go  to 
some  other  country  to  buy  oui'  food,  I  think' we  should  give  them  our 
fiKid  and  keep  our  money  at  home,  I  am  not  singling  you  out  a^^ain, 
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Dick,  but  we  look  for  Congress  to  be  the  leader  in  this  economy.  They 
wanted  us  to  economize  and  save  energy,  and  still  Congress  voted 
themselves  a  $10,000-a-year  raise. 

Senator  Clark.  When  v,-as  that? 

Mr.  EiEMENscnNEUJEK.  Just  in  the  last  year,  2  years  ago. 

Senator  Clakk,  No,  the  last  raise  was — somebody  correct  me  if  they 
have  got  the  right  figures — was  1969. 

Mr.  BiEsrENSCHNEroER.  1969? 

Senator  Clark.  There  has  been  a  lot  of  discussion  of  it,  but  none 
has  ever  passed. 

Mr.  KiEMENSCHNEroF.R.  I  listened  to  Paul  Harvey  yesterday,  and  he 
gave  some  statistics.  He  says  maintaining  your  salary  you  use  Sl-3 
million.  I  think  this  is  outrageous.  I  think  this  is  outrageous,  and  I 
think  you  should  be  able  to  give  the  people  more  leadership.  I  don't 
mean  ]ust  you,  Dick,  I  mean  the  whole  Congress- 
Senator  Clark.  I  understand. 

Mr.  RiEsiENscuxEmER.  That  is  iust  nbout  all  I  have  to  sav,  and  I 
think  the  farmer  should  begin  to  think  about  helping  himsell.  And  I 
think  the  beef  association  is  going  to  have  to  learn — maybe  the  people 
are  going  to  have  more  grass- fed  beef  tlian  we  have  been  used  to,  be- 
cause it  18  not  too  bad.  I  have  traveled  a  little,  Australia,  Kew  Zea- 
land, both  islands  last  year.  And  they  feed  their  l»eef  very  little  corn, 
maybe  10  percent  the  last  10  days,  Aiid  that  beef  is  not  too  bad.  I  ate 
it  and  thought  it  was  pretty  good.  South  America,  I  came  back  a  week 
ago.  These  countries  produce  their  beef  on  grass,  which  is  very  good — 
maylw  a  little  tougher  than  our  beef,  but  if  we  are  as  short  on  food  as 
they  claim  we  are,  I  think  we  are  going  to  have  to  go  in  with  more 
roughage  of  these  cattle,  to  make  it  go  so  there  will  be  more  com  and 
grain  to  be  processed  for  these  starving  nations. 

Senator  Clark.  Thank  you. 

Mr.  RiEMUNscHXEmER.  Tlmnk  you. 

Senator  Clark.  I  might  just  say,  like  on  the  fii-st  comment.  T  am 
opposed  to  further  miiitaiy  assistance  to  Cambodia  or  Sonth  Vietnam. 

Because  this  hoai'infr  must  end  at  about  3  o'clock,  I  thought  we  would 
go  straight  through.  I  am  not  sure  we  can  stand  it  straight  thro«gh. 
ron  may  want  to  take  a  break  at  some  point.  We  will  not  stop  for 
lunch.  T  do  want  to  state  that  the  Herbolds  are  serving  lunch  in  the 
coffee  shop.  I  do  also  want  to  pnt  in  the  record  at  this  point  the  study 
which  was  just  given  to  me  yesterdav  from  the  Iowa  State  University 
in  which  they  have  gone  into  some  detail.  Any  of  you  are  welcome  to 
come  up  and  take  a  look  at  this.  I  have  one  extra  copy  that  we 
can  make  available.  It  goes  into  the  question  of  estimated  com  produc- 
tion costs  for  1975.  And  of  course  the  variable  is  the  yield  and  the 
land  value,  per  acre,  so  if  some  of  you  would  like  to  look  at  this,  let 
me  iust  discuss  the  highlights  of  it.  If  you  assume  a  land  value  of  $!>00 
an  acre,  and  a  corn  yield  of  110  bushels,  you  come  out  with  a  cost  of 
production  of  $1.97  per  bushel.  Tf  you  assume  $1,200  an  acre  farm  at 
12.5  bushels  per  acre,  it  comes  out  at  exactly  $2.00  per  bushel.  If  you 
have  a  land  value  of  $700,  and  n  com  yield  of  95,  yon  get  $1.91,"  So 
wlint  this  says  is,  according  to  Iowa  State  T^niversity,  the  estimated 
corn  production  cost  is  the  three  examples  they  use.  rjtnging  from 
$1.91  a  bushel  to  $2.00  a  bushel.  They  have  similar  costs  for  soybeans. 
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wliich  come  out  with  the  same — with  roughly  the  same  kind  of  land 
price  and  yield,  at  $4.51  per  bushel  to  $4.70  per  bushel.  We  will  make 
rlifit  a  part  of  the  record  at  this  point.  So  anyone  that  would  want  to 
look  nt  it.  please  feel  free  to  come  up  and  get  it. 
[Tlie  above-referred- to  material  follows:] 

Estimated  Cobs  and  Soybkan  Pboduction  Costb  for  Iowa — 1975 

[rroperncle  by  RilensLon  Ei^oaomisCa  at  lon'a  State  CalTerelty.  March  ISTS] 
ESTIMATED  CORN  PRODUCTION  COSTS-IOWA-197S 

Yidd  and  land  valui  auumptkins 
Corn  yield,  bii!h9l  per  acre 110  125  95 


HjfvBitinB 12.40 

Drying  eosls .. 11.00 

Stofaja  (4  cents  p«r  busbel)    — .  4.40 

Swd .     ...  1100 

ferttliiet  and  lima ' _ _.  49.80 

Hsrbicideand  iniacliicde...  IJ. 50 

Labar _ _ _ __  15.60 

Ovcilnad 6.00 

Land  charge 72.00 


TolEl  coil  per  acre 216.30 


It  26.  cents  K  alio  CG 


ESTIMATED  SOYBEAN  PRODUCTION  COSTS— IOWA— 1975 


So.bean  yield,  bushel  pe 


X'.E" 


Senator  Clark.  The  next  witness  is  Lin  Ileiller.  Lin  has  been  a  fre- 
quent visitor  in  IVashington  on  behalf  of  the  beef  producers,  and  so 
we  arc  glad  to  have  liis  testimony. 

STATEMENT  OP  LIN  HEILLER,  MELVIN,  IOWA 

Aff.  ITKiLT.Kit.  I  think  today  you  all  know  that  we  have  meetings  in 
Miiijii'sota,  Xcbraska,  Missouri,  Illinois,  Indiana,  and  South  Dakota. 
Now,  tomorrow,  I  just  heard  ou  the  radio  coming  down,  I  believe 
Seiuitor  Iluniplirey  and  Nolan  from  Minnesota  are  meeting.  Now  if 
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there  ^vnsn't  a  seriousness  in  tliis  grain  situation  I  don't  tliiiik  you 
M-oiild  be  liRviii};  all  of  tliea^  ineetiufre.  If  you  want  rue  to  say  what  I 
■tlijjik  the  base  price  should  be,  I  don't  know.  Cattle  feeders,  it  should 
Ix'  ■)')  cents,  to  the  giain  fainier,  it  should  be  $3,  so  I  think  we  are 
jroiiip  to  have  to  draw  a  medium  in  here  somewhei-e  tliat  makes  sense. 
Xow.  you  can't  pi-oduce  and  break  even  too  long,  eveiybody  knows 
ihnt.  And  I  tliink  niayhe  a  lot  of  people  have  like  $2.43  break" even  on 
foiii.  and  I  think  if  they  take  everything  into  consideration,  that  is 
jiretty  close,  Maybe  $l,9i)-$2.2f.  Now,  I  will  go  on  to  a  few  things  I 
tliink  we  oiyilit  to  diaw  your  attention  to.  If  you  take  a  West  Point 
officer,  the  first  tliiii"  he  does  when  he  goes  to  the  battle,  he  alwaj's 
thinks  of  the  sti-ength  of  his  enemy  and  where  he  is.  So  I  want  to  look 
at  kind  of  tlie  point  of  that  right  now. 

You  know  we've  got  on  our  side — last  year  we  had  three  of  you  in 
Sontli  Sioux  City — Mr.  Rutx.  And  when  he  said  the  cattlemen  were 
complaining  about  the  price  of  cattle,  and  he  said,  well — this  isn't 
exai-tly  what  he  said  now.  What  he  said,  that  favmei-s  got  the  corn 
in  the  gi-ound.  they've  got  too  many  acres  planted,  or  a  lot  of  acres 
planted.  You  liiivc  to  i-ealize.  you  are  going  to  have  i-eal  cheap  feed, 
and  tlieic's  notliing  tliey  can  do,  they've  got  it  in  the  ground.  He  was 
i-ea)ly  looking  out  for  somebody, 

Now  we  go  to  this  deal — aiul  birds  of  a  feather  always  flock  to- 
gether— I  alivays  say.  You've  got  Butz,  Connolly.  Mitchell:  remeni- 
Iwr  when  Agiiew  was  getting  free  groceries  from  the  chainstores? 
Just  think  once  of  your  competitors;  just  think  what  is  fluctuating  this 
market.  .Suif.  t!icv'\e  got  rid  of  Xixon.  but  the  Cabinet  staved  in 
there. 

Xow,  I'll  tell  you  a  little  story,  and  it's  a  true  sforv.  We  went  to 
Denver  to  a  cattle  meeting,  and  there  was  a  gioup  of  Texas  cattlc- 
mi-n — tlie  biggest  Slate  in  the  countiy.  Somewhere  along  the  line, 
when  I  think  Connolly  was  involved  with  the  milk  boys  talking  $1 
mil!io:t.  there  must  have  been  nine  cattlemen  there,  or  seven,  I  don't 
know.  But  anyhow,  the  vote  was  one  vote  that  they  didn't  give  the 
miliicii  dollavH.  And  wlicre  I  come  in  the  deal.  I  was  sitting  between 
two  i-attlemeu — iine  voted  for  it,  and  one  against  it.  The  one  that  voted 
to  give  him  the  money — I'm  not  Raying  give  them  cash  to  Connolly — 
he  was  real  mad  against  tlie  one  that  voted  not  to  give  him  the  million 
dollar".  All  I  waiit  to  get  at,  is  look  at  who  you  are  fighting,  and  know 
what  is  going  on. 

I  Oiten  wondered  if  you  look  at  the  I'SDA  on  the  side  of  the  for- 
eign !>'arkets.  or  on  the  ^de  of  the  farmers  here— which  side  are  they 
on?  T  beard  ou  tlie  radio  coming  down  today  that  the  .Tapanese  just 
hocked  out  on  a  whole  f^liig  of  feed  grain.  Seemed  to  me  they  ordered 
it  wlieti  it  hits  high,  and  when  it's  down  Ihey  back  out. 

I  think  our  farm  bloc,  if  we  get  told  all  tlie  time  we  can't  get  nothing 
throt!ir]i  Co:tgr'er:s.  I  think  we  ai-e  going  to  see  the  day  when  that  turns 
around.  lii-caune  tlie  farmer  and  consumer  are  getting  a  little  closer 
all  tiu-  time.  And  T  think  this  is  one  thing,  if  we  conld  convince  this 
consuiiii'r.  and  Congrenpniiin  Ikosenthal,  that  the  farm  situation  isn't 
helping  the  price  to  the  consumer,  not  one  bit.  You  remember  at  the 
worltl  hunger— or  world  food — meeting  in  Rome,  if  you  notice,  we're 
not  aUnwed  to  make  a  commitment  out  in  tlie  open.  I  think  Butz  and 
Foitl  said  it  was  going  to  raise  because  of  inflation,  but  if  you  will, 
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that  same  amount  of  praiii  is  going  to  be  ijiven-  The  reason  -was  that 
if  they  had  announced  that  there,  which  I  think  Senator  Clark  tried 
to  do,  if  thev  had  said  every  farmer  that  had  a  bushel  of  grain  to  sell 
M-oidd  Iiave  knew  it.  This  way  they  do  it  secretly,  sneaking  around.  Let 
tiioir  friends  know  what's  ^oing  to  happen,  and  this  really  helps. 

We  cot  to  talk  about  FHA  loans  a  httle  bit,  I  think  that  is  quite  a 
ioke.  We  had  three  disasters  in  our  country;  first  a  drought,  then  they 
liad  emergency  livestock  loans,  and  then  we  had  the  blizzard.  And  I 
tliink  it's  actually  a  big  joke.  Keally,  to  qualify  good,  you  had  to  feed 
iilxjut  ten  steers  and  own  a  section  of  class  1  lands,  and  that  would 
have  made  you  a  pretty  good  loan,  I  think  freezes,  and  I  think  price 
supports  are  generally— I  don't  think  many  people  want  it.  But  re- 
member when  the  Department  of  Agriculture  and  Secretary  Butz  kept 
a  freeze  on  top  when  com  gets  too  high — to  $4.  they  break  it  down — or 
bopf  irets  high,  and  pork  gets  liigh,  thev  break  it  down. 

Did  you  ever  stop  to  think  when  they  cry  about  world  hunger — I 
M-onder  if  there  is  world  Imnger.  If  they  give  farmers  the  time  to  go 
out  nnd  produce  at  10  percent  plus  costs,  did  you  ever  think  of  it? 
Think  of  the  pile  of  food  farmers  could  pile  up. 

On  this  grass-fed  cattle.  You  see  somebody  every  week  talking 
nhout  this  Monday  in  Texas;  in  one  city  alone,  1,600  carcasses  were 
i-ejected.  These  were  grass-fed  carcasses.  Why,  this  grass-fattened 
cattle  went  over  so  big,  the  chainstores  pushed  this  grass-fed  cattle. 
And  sure  tJiey  could  spend  a  lot  of  money  getting  people  like  Arthur 
^iimon  to  come  out  and  say  "Don't  eat  beef,  it's  bad,"  You  can  rest 
assured  Arthur  Simon  has  been  straightened  out  on  this  issue.  They 
got  Clioice  price  for  a  lot  of  grass- fed  beef. 

Another  thing,  we  have  got  to  watch  out  for,  be  real  careful,  the 
groups  you  aie  pushing  with  and  working  with,  be  sure  they  are 
fighting  for  you,  I  think  there  is  a  lot  of  things  changing.  Just  in  our 
Iowa  Cattlemen's  Association,  what  cattlefeeders  want  to  do  here  is 
changed  an  awful  lot  by  the  time  Bill  McMillan  gets  around  to  the 
Senators  in  Washington.  There  are  just  little  adjustments,  they're  not 
bad.  This  is  a  real  good  deal,  and  we're  paying  his  wages.  We  already 
mentioned  stop  aid  to  Cambodia  and  Vietnam,  I  think  this  is  a  very 
good  deal,  I  have  lived  over  there,  I  think  it's  bad.  It's  time  to  get  out 
of  there  once  and  for  all. 

AnotJier  thing  you  want  to  remember  when  you  talk  about  energy 
crises — the  wrapper  that  bread  is  put  in  takes  more  natural  gas  to 
make  than  the  fertilizer  to  raise  the  wheat.  Just  think  that  over  when 
they  are  crying  energy. 

And  summing  it  up,  I  think  as  you  have  these  meetings,  and  we 
need  them,  don't  just  stop  with  the  meetings.  Something  has  to  be 
done.  Now,  like  for  example,  we  have  got  to  somehow  get  this  control 
of  this  trading  out  of  tlie  Secretary  of  Agriculture,  somehow  out  of 
that  Department.  I  don't  know  how  we  can  do  it. 

At  the  present,  Congress  has  passed  some  good  laws,  but  when  they 
aie  implemented,  they  get  changed  around  so  much  that  you  can't 
recognize  them, 

I  think  we  have  got  to  get  something  going.  I  tbinli  at  the  present 
time  our  Congressmen  and  Senators  from  Iowa  are  probably  the  finest 
in  the  Nation,  and  I  tliink  you  should  be  writing  them  more  also.  Get 
more  involved.  And  on  this  consumer  situation,  about  2  years  ago 
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Ori'^ressmjin  Rfjsentlial  wosild  hardly  talk  to  a  farmer,  todaj  he  loves 
to  ridk  to  a  iiiifhvMtem  fanner,  because  he's  got  a  lot  of  people  grip- 
irjjr  about  tWis  food  cost. 

An'tf  her  thinjr-  on  jour  jrrain.  Did  yoii  ever  stop  to  think  on  getting 
ri.l  of  this  ^rain — yotir  price  of  jrrain  ?  This  price  fixing:  the  chainstore 
hji.i  :.-  '■jitimatPtl  at  SIO  noilars  a  hundred.  If  we  had  not  stopped  f eod- 
in(^  livesrork  vrc.  irould  not  have  to  worri-  about  next  years  crop  beir4; 
loo  hii^.  I  think  the  grain  narket  wouldn't  be  where  ii's  at, 

Thig  crczy  storj-  about  eat  the  grain  and  not  the  beef.  If  yoa 
will  t.ike  a  ton  of  com  and  you  feed  it  to  humans  just  as  it  is,  you 
take  a  ton  of  com  and  feed  it  to  the  steer,  yoa  come  oot  with  exactly 
tho  Hamc  ouiirc  of  digestible  protein,  because  first  of  all  the  protein  in 
corn  is  only  5fi  porcniit:  digestible.  And  in  com  it's  only  about  8  percent 
prolciri  to  start  with.  Biit  if  you  give  it  to  the  cattle,  and  feed  these 
ciittl.;  on  if,  :ind  by  the  time  you  get  flie  meat,  it's  17  percent  pro- 
teii!   -  plus  it's  >0  percent  dijrestible. 

So.  sincf;  you  fome  up  with  the  same  figure,  wouldn't  you  I'ather 
hit  'h,\'-!\  to  ;i  stoak  tlien  a  dish  of  com? 

'rii;!iik  yoii  very  much. 

S:ii:itor  ri,.MTic.  Thank  you  A'ery  much.  We  certainly  appreciate 
TO'T  coTiiin?  out  today. 

Air.  lii.n.r.vM.  Tliiink  you.  Senator  Clark. 

StMintor  rr-Mtii.  The  next  witness  is  Mr.  Ben  Xiewendorp  from 
Sji]i1.oiii,  !i  M'tii'cd  f;iin;"r.  Jjct  me  say  while  he  is  coming  up.  I  would 
like  tn  rei^d'T! iw  Mi's.  Xorma  Scheelhaase,  the  wife  of  State  Repre- 
sc]U:iiiv('  r.'l'-  Sell  oflh;i  asp  of  ilonlle,  who  is  in  the  audience.  Repre- 
wiiii:;!-.",-  Hi'lM'ciliaasc  hud  planned  to  be  here,  but  has  been  detained 
in  j>(\'  Aloincs  for  tochiy's  consideration  of  the  corporate  farm  bill, 
oT  v.-hich  he  is  the  chief  sponsor. 

Xow  Ben.  you  proceed  in  any  way  you  think  appropriate.  Pusli 
that  liiicropbone  up  close  where  we  ciin  hear  you. 

STATEMErJT  OF  BEN  NIEV/EHDORP,  SAIJEOEN,  IOWA 

T^h'.  y  tf.wy.sjioiir.  T  am  ju:it  a  little  bit  scared,  because  yonr  private 
flecretiii-y  rame,  and  got  my  written  sheets,  so  I  am  just  going  to  tell 
yijii  ii  litllc  hit  ;iliout  what  \u:a  been  going  on  for  the  last  40  years. 
Lot  lue  go  info  a  little  history. 

T  um  iuat  a  little  nervous  because  I've  never  seen  the  inside  of  a 
high  school  or  college  as  a  student,  and  here  I  have  a  professor  of 
hi.';(ory  iniil  i»oliticnI  science,  who  had  enough  brains  to  become  a  U.S. 
Pcniitor,  sitting  on  this  same  platfoim.  AVliat  gives  me  couraure  is 
tlint  the  professors  I've  known  didn't  know  what  they  were  talking 
;i!i'!iit  ;ii;d  di<hi't  even  know  that  they  "knew  not." 

Till-  pi-ofi-ssocs  I've  known  gave  me  ndvice  on  how  to  ruin  my  soil 
find  wliru  my  sick  soil  made  my  cattle  sick  and  I  sent  the  organs 
of  om-  th:it  died  to  the  hib.  the  reply  came  hack.  "Spots  on  the  heart. 
s]iViit  nnd  liver.  AVe  dnn't  know  whnt  it  is."  (That  was  the  only  true 
^l  'ii"in'iil  they  rvei' made.) 

'i!'.ri-  "iis  only  one  ])er,son  left  to  turn  to  so  I  asked  God  for  wis- 
dniii  (o  1ii';il  my  sick  stnl  and  sick  cattle  and  he  answered.  If  you 
wani  to  hfar  al-out  this,  .see  me  nfter  the  meeting. 
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Xow  let's  get  down  to  business.  You  are  here  today  to  make  the 
:saiiie  choice  you  made  in  1933 — ^you  can  either  serve  God  or  Satan, 
rjl  never  forget  that  meeting  in  that  little  schoolhouse  in  1933.  I 
was  an  agnostic,  surrounded  by  Christians.  I  listened  to  the  speaker 
in  absolute  horror.  After  he  finished,  I  asked  him  if  he  was  nuts  to 
accept  that  kind  of  a  program.  I  pointed  out  to  him  that  we  had  con- 
^luered  scarcity  and  the  abundance  was  there  to  be  distributed,  the 
problem  was  distribution,  not  production,  and  we  were  returning  to 
scarcity  to  maintain  price  and  those  without  the  price  could  starve. 
I  was  told  to  take  it  or  leave  it  and  all  the  Christians  around  me 
maintained  a  craven  silence  and  took  what  they  were  told  and  threw 
tlic  abimdance  back  in  God's  face.  He  retaliated  by  sending  the 
drought  of  1934  and  1936.  Here  we  are  again,  40  years  later,  with  a 
■crushing  debt  around  our  neck  asking  for  relief.  Neither  you  nor  I 
knew,  at  that  time,  that  the  Triple  AAA  had  been  written  by  Com- 
munists. These  Communists  at  that  time  were  known  as  the  "Ware" 
cell.  They  came  from  Harvard  University.  This  is  how  George  K. 
Peek,  head  of  the  Triple  AAA  at  that  time,  described  them,  "A 
plague  of  young  lawyers  settled  on  Washington — in  the  lesal  di- 
vision were  formed  the  plans  which  eventually  turned  the  AAA  from 
a  device  to  aid  farmers  to  a  device  to  introduce  the  collectivist  sys- 
tom  of  agriculture  into  this  country.  (According  to  John  Stormer)." 
-\.mong  these  lawyers  were  Alger  iHiss,  Adlai  Stevenson,  John  Abt, 
Xathan  Witt,  Nathaniel  Weyl,  and  Charles  Kramer.  All  of  these, 
■except  Stevenson,  were  to  be  identified  15  years  later  as  secret  Com- 
munist agents. 

We  cannot  solve  the  farm  problem  until  we  take  a  good  look  at  our 
banking  system.  I  want  to  strongly  emphasize  that  I'm  not  criticizing 
tlic  banking  svstem,  only  the  way  money  is  issued. 

Tlie  Constftution  says  that  Congress  shall  have  power  to  coin  and 
regulate  the  value  thereof.  In  1913  we  turned  that  over  to  the  Federal 
Koserve  Bank.  Why? 

In  1883  Beatrice  and  Sidney  Webb  and  George  Bernard  Shaw — 
just  3  people— met  and  decided  that  the  only  way  we  could  have  peace 
in  the  world  was  to  have  a  master  race  and  the  rest  as  slaves.  This  was 
the  beginning  of  the  Ijondon  School  of  Economics  and  the  Fabian 
Society.  The  seeds  of  Fabianism  were  planted  in  the  United  States 
before  the  start  of  the  20th  century.  Sidney  Webb  himself  came  to 
Amorica  in  1888. 

The  purpose  of  the  Fabian  Society  was  to  educate  the  sons  of  the 
upper  class  to  be  rulers.  The  international  banks  saw  an  opportunity 
liptp  so  they  organized  the  Round  Table  in  England,  the  Bilderbei^ra 
in  Holland  and  the  Council  of  Foreign  Relations  in  America  (CFR). 

In  1909,  Senator  Nelson  Aldrich  and  Representative  Freeland  in- 
troduced a  money  hill  called  the  Aldrich-Freeland  bill.  Representative 
<"'I]ailps  Lindliergh — Lindy's  fatlier—almost  single-handed  killed  this 
liiU.  Ho  said  if  this  bill  ever  becomes  law,  it  will  be  the  straw  that 
1  ii'f  aks  the  camel's  hack. 

In  1913,  Paul  Warburg  came  from  the  fCEF),  changed  a  comma 
here  and  a  period  there  and  called  it  the  Federal  Reserve  Bank  and 
President  Wilson  signed  it. 

AVIien  President  Roosevelt  took  office  in  1932,  our  national  debt 
w  a.s  S9  billion.  Today,  according  to  the  U.S.  News  &  World  Report,  it 
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is  $M1  billion,  but  the  total  debt  todav  in  tlie  U.S.  is  $2,501  billion. 
This  increase  took  place  in  43  years.  On  interest  char^  of  531/^  percent 
billion.  This  is  not  an  ordinary  depression  this  is  the  end  of  an  age. 

'V\Tiat  did  Charles  Lindberg  say  ? 

The  Ijibrary  of  Congress  informs  tis  that  $1  loaned  out  on  com- 
ponnd  interest  at  8  percent  for  100  years  is  $2,203.  Wha6  are  yon 
groing  to  hang  around  your  children's  neck  ?  Can  we  afford  to  pay 
that  much  interest  on  a  bookkeeping  transaction  i 

We  need  the  bankers  and  they  need  us.  Let's  work  together  to  free 
oui'selves  from  this  octopus  by  asking  Senator  Clark  to  initiate  a  law 
that  will  allow  a  private  citizen  to  sue  the  U.S.  Ghavemment  to  declare 
the  Federal  Reserve  Bank  unconstitutional  and  reclaim  all  issues 
that  will  not  interfere  with  normal  banking  practices  and  form  a 
TT;S.  bank  to  perform  at  cost  what  the  Federal  Reserve  Bank  is  now 
doing. 

To  keep  the  system  viable,  a  band  aid  must  be  applied  tem- 
porarily— "Old  Brannon  Plan)) 

1.  Decide  on  the  size  of  the  family  sized  farm. 

2.  Pay  this  farmer  parity  prices  based  on  the  1910-14  parity  ratio 
on  the  products  to  be  controlled  on  this  acreage  of  each  farming 
unit  according  to  the  present  cost  of  production  and  allow  the  balance 
to  go  onto  the  world  market  at  competitive  prices,  unhindered. 

This  will  recycle  the  Arab's  oil  income  so  that  starvation  can  be 
eliminated  all  over  the  world. 

This  plan  is  easy  to  administer.  All  those  who  farm  less  than  the 
family  sized  farm  be  allowed  to  purchase  the  same  amount  of  feed 
mised  on  the  family  sized  farm.  Those  farming  a  larger  acreage 
than  the  family  sized  farm  be  paid  on  a  percentage  basis.  For  ex- 
ample, if  the  family  sized  farm  js  160  acres  and  a  farmer  farms  320 
acres,  his  payment  will  be  50  percent  less  levied  or  the  first  150  acres 
of  each  farming  unit;  this  compensatory  payment  is  the  difference 
between  the  mantet  price  and  parity. 

It  is  possible  for  prices  to  raise  to  parity  for  all  farm  products  pro- 
duced, but  this  plan  will  give  us  all  an  equal  chance  and  not  an  ad- 
vantage to  the  man  that  covets  more  than  his  fair  share. 

We  cannot  continue  to  substitute  capital  and  the  machine  for 
labor  without  lengthening  the  relief  rolls. 

In  1962  I  had  the  highest  com  yield  in  O'Brien  County,  with 
Farmei-s  liybrid.  and  3  yeai-s  later  I  had  the  lowset.  And  these  colleie 
professors — I  am  a  little  nervous  about  a  professor  of  political 
science  sitting  up  here,  but  I  have  got  to  give  these  college  professors 
a  little  dig.  They  told  me  to  put  on  190  pounds  of  anhydrous 
ammonia,  per  acre.  3  years  later,  I  was  down  to  24  bushels  of  com. 

f)cr  acre.  So  if  you  don't  want  to  make  the  same  mistake  I  did.  don't 
isteii  to  those  college  professors.  I  lost  $37,000  in  3  years  with  the 
advice  T  got  from  these  college  professors.  If  j^ou  fellows  think  you 
are  having  a  hard  time  now — here  it  is.  I  am  not  going  to  use  it.  In 
lOI'in — I  boiifrlit  a  ffirm  in  lf)30.  and  on  a  (j-year  contract,  and  when 
I  made  a  payment  I  was  $0,000  ahead.  And  he  fudged  on  the  con- 
tract aiid  gave  m"  a  3-yoar  contract,  and  it  came  due  in  1933.  Then 
the  liankers  and  insurance  companies  went  to  Des  Moines  and  they 
pot  the  legislature  to  give  them  a  moratorium,  and  the  Governor 
signed  it.  all  in  one  ilny.  Then  they  came  back.  Jfow,  you  want  to 
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remember  when  they  got  that  moratorium,  they  had  our  money; 
and  then  they  started  foreclosing  on  us.  And  then — you  folks  irant 
to  know  how  that  riot  started  at  Primghar — the  farmers  didn't  start 
tliat  riot  at  all,  we  came  there  just  to  get  the  same  equity  before  the 
law  as  tlie  bankers  had.  We  had  a  proclamation,  so  the  sheriff  said  to 
inc.  "Ben,  what  are  you  going  to  do  now  10  minutes  before  the  sale?" 
I  said  that  we  never  came  hei-e  to  stop  the  sale,  that  they  should  go 
ahead  and  sell  it.  Then  the  county  attornev  said  to  the  sheriff, 
"what  must  I  do  now  to  take  care  of  ^e  crowd )"  The  county  attorney 
said,  "Why  didn't  you  ask  me  30  days  ago?"  The  fellow  on  my  left 
was  a  neighbor,  and  we  went  outside  of  the  door  of  the  courljiouse 
and  we  had  $2,500  to  bid  on  the  farm  acreage  and  Jim  Sears  couldnt 
get  his  bid  in.  They  wpre  selling  it  from  upstairs.  So  when  they 
couldn't  get  the  bid  m,  Sears  and  I — that  was  my  buddy — we  ran  into 
tin-  coni'tiioiise  and  up  the  stairs.  There  stood  seven  of  my  buddies 
Willi  sawed-off  axe  handles  to  keep  us  from  bidding  on  the  land.  I  was 
knocked  unconscious.  When  Sears  made  the  plea,  he  was  a  mastm, 
the  signal  of  distress^  they  said  you  fellows  behave  yourselves,  and 
we'll  just  stop  this  right  here.  When  they  left,  they  took  the  clubs 
away  from  the  deputies  and  took  the  lawyer  and  made  him  kneel 
and  kiss  the  flag,  and  for  40  years  I  wondered  why  that  photographer 
fi'om  the  IJes  Jfoincs  Register  got  up  there  and  asked  the  farmers 
to  close  their  fists.  And  they  closed  their  fists,  and  for  40  yeai-s  I 
wondered  wliy  he  did  that.  The  owner  of  that  paper  is  a  member  of 
the  Council  of  Foreign  Relations  (CFR).  He  wanted  us  to  appear 
as  Oommimists — see,  these  two  books,  one— one  is  I'll  Fares  the  Land 
by  Dan  1*.  Van  Garder  and  the  other  is  "None  Dare  Call  It  Con- 
spiracy," bv  Gary  Allen.  When  I  got  these  two  books,  I  was  dumb- 
founded. These  two  books  are  proofs  of  what  I  stated.  Let's  go  back 
to  a  free  market,  and  let  the  market  decide,  the  price  and  take  the 
(■(niipensiifoi-y  payments  on  the  family  sized  farm  and  get  away  from 
being  paid  for  not  raising  things.  Thank  you. 

Senatoi"  Clmik,  Tliank  you  very  much,  Ben.  We  will  make  this 
statement  a  part  of  the  oiricial  record.  The  next  witness  is  Donald 
Jleycr.  You  go  right  ahead  any  way  you  want  to  proceed. 

STATEMENT  OF  DONALD  MEYER,  HAREIS,  IOWA 

Ml-.  Meyer.  Oky-doky.  First  of  all,  I  agree  at  least  with  several 
things  that  this  fellow  ]ust  ahead  of  me  said,  and  that  is  one  of  the 
tilings  as:  what  is  the  family-sized  farm?  But  in  the  manner  of  a 
guy  niiJJiing  cows  just  as  a  family-sized  farm,  not  that  I  want 
niiy  honor  and  glory,  it  humbles  me.  It  did  happen  to  mo  in  that 
matter. 

For  some  time  we  have  heard  the  news  media  and  felt  it  oni-selves — 
the  plight  of  the  dairyman  and  what  has  happened  to  him  and  his 
family  and  other  families  in  the  livestock  industry.  Wliat  I  want  to 
do  is  inform  you  of  what  I  have  read  with  the  source  of  information 
maljziiig  that  you  do  not  and  cannot  devote  the  time  and  resources 
to  roHf^arcli  for  something  like  this, 

Wiat  T  will  try  to  do  is  tell  you  what  I  have  read,  its  origin  and 
finiilly  my  ideas  on  how  it  can  he  dealt  with. 
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Fi-om  The  Farmer,  a  Minnesota  publication,  January  4,  1976,  at  a 
National  Milk  Producers  Federation : 

XMPP  SecretatT  Healy  said  dairy  farmers  and  their  cooperatives  suffered 
one  of  the  moat  difficult  years  lu  the  history  of  the  industry.  Millc  prices  at 
the  fitrm  plunged  nearly  25  per  cent  Id  three  months  as  massive  imports  drove 
dairy  product  prices  below  support  levels.  Price  support  levels  were  set  at  the 
inliilmHm  level  allowed  hy  law,  even  in  the  face  of  the  most  convincing  economic 
argumeDts  ever  available  which  demanded  that  price  supports  be  set  talfrher. 
AIbo  keynote  speaker  was  Governor  Wendell  Anderson  who  blasted  USDA 
prograuis  that  deny  farmers  a  living  wage.  Anderson  told  the  delegates  that 
3.1R8  Minnesota  dairy  fanners  quit  the  bu><incRS  In  the  past  year.  He  said 
^linnesota  dairymen  need  $0.58  for  their  milk  to  break  even,  and  are  getting 
less  than  $7.!Ki. 

lie  accused  the  Federal  Government  of  deliberately  bringinit  down  prices 
pnid  lo  farmers  hy  autlioriElng  imports.  TJie  government  is  urKing  farmers  to 
prodTK-e  all  they  can  but  won't  guarantee  them  a  price,  what  happens  a  year 
or  t«i>  from  now?  You  can  plant  more  com  and  soybeans,  but  yon  can't  plant 
nioi'i'  cows.  It  will  take  a  long  time  to  bring  them  back. 

Taken  from  the  The  Farmer,  January  4,  1975,  page  34 : 

Tony  ne<-liant,  National  Farmers  Union  president,  called  for  the  Secretary 
of  Acricullnre  to  immediately  raise  the  support  rate  for  milk  to  90  per  cent 
of  parity.  "He  has  the  authority  to  do  it.  Unless  we  raise  the  support  rate  we 
are  going  tn  continue  to  lose  dairy  farmers  and  become  more  dependent  on 
imports,  which  are  not  in  the  best  interest  of  the  American  farmers  and  the 

At  the  same  Minnesota  Farmers  Union  annual  convention,  December  R-10, 
Senator  IIul>ert  Humphrey  promised  a  review  of  all  agriculture  policy  legisla- 
tion by  the  Senate  Committee  on  Agriculture  and  Forestry.  (In  regard  to  dairy) 
t'oiipress  should  lift  manufacturing  milk  supports  to  100  percent  parity  and 
raise  tile  basic  formula  price  for  milk  regulated  under  federal  orders  propor- 
tionntely,  Supiwrt  levels  should  be  reviewed  quarterly. 

Taken  from  Dairymen's  Digest,  a  publication  of  Associated  Milk 
Producers,  Inc.,  January  1975 : 

AMPI's  new  president  Irwin  Elkin,  Amery,  TVisconsin,  has  harsh  wards  tor 
U.S.  ti'ade  policies  which  allow  a  flood  of  foreign  imports  to  depress  tlje  price 
of  mtlk.  Right  now  tho  U.S.  is  importing  one  fourth  of  all  the  dry  milk  used 
in  this  country.  For  20  years  government  leaders  told  us  that  nothing  could  be 
dime  to  help  the  dnlryiuan  because  of  overproduction.  Finally  two  years  ago 
we  miivpd  from  n  buyer's  market  to  a  seller's  market  and  the  government 
turned  iiround  and  around  and  increased  dairy  Imports.  He  further  critldied 
tile  government  for  allowing  dairy  items,  whose  production  is  sulisidized  by 
foreign  gOTernment,  to  enter  the  U.S.  We  simply  can't  compete  with  a  govem- 
jneiit,  I  certainly  am  unhappy  with  the  situation. 

Xow  this  next  item  taken  from  Hoard's  Dairyman,  January  10, 
1975,  page  5,  they  have  called  AVasliington  dairygrams.  One  of  the 
items : 

CCC  contracted  to  iiuy  1B,R  million  pounds  of  cheese  and  23.2  million  pounds 
of  nonfat  dry  milk  In  Novemlier.  USDA  officials  testify  that  efforts  are  being 
made  to  move  present  Ooveniment  stocks  of  nonfat  dry  milk  overseas  (about 
l.TI)  million  llis.),  T  SPA  now  estimates  U.S.  milk  production  may  lie  114.5 
inilliou  iiounds  for  in74.  1  percent  less  than  1075,  the  lowest  since  IMS.  A 
further  drop  expected  in  lOTu. 

Fi'om  AJIPI  Dairyman  Digest,  Januaiy  1075,  page  26 : 

EC  milk  support  price  Increase  nnd  manufactured  milk  product  snrplusea. 

A  5-pcicpnt  intrease  in  the  average  European  community  milk  sup- 
poit  price  ivas  agreed  upon  in  October,  increasing  returns  from 
diiivY  farming. 
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The  new  price  supports  range  from  $9.05  per  hundred  delivered  to 
plants  in  West  Germany  to  $7.22  in  the  United  Kingdom  and  Ireland, 
averaging  $8.10  through  the  European  Community.  At  the  start 
of  tlio  1974r-75  marketing  year  last  April  European  community 
milk  support  prices  averaged  $7.34  per  hundred  up  from  a  previous 
$6.74. 

Representative  Lee  H,  Hamilton  (D-Ind.)  recently  remarked  in 
the  House  that  the  farmer  has  many  disadvantages  in  the  market- 
place. The  farmer  is  less  able  to  pass  along  increased  costs  not  pro- 
tected hy  franchises,  patents,  licenses,  or  fair  trade  prices,  holding 
no  seniority  or  contracts  with  escalator  clauses ;  dealing  with  a  perish- 
able product  that  cannot  easily  be  held  for  a  price.  His  productivity 
is  nonetheless  an  example  to  the  Nation.  Output  per  man-hour  on 
farms  is  3.4  times  higher  than  20  years  ago  compared  to  1.8  times 
higher  in  manufacturing  industries. 

S'ow  I  have  tried  to  inform  you  with  some  of  the  things  that  are 
in  the  pro  and  con  of  this  dilemma  the  dairyman  is  in. 

It  is  a  sad  thing  to  have  Bjlf"^  plus  dairymen  quit  in  Minnesota 
in  1  year.  Something  should  be  done  to  stop  this  type  of  thing.  It 
does  seem  that  this  thing  of  imports  keeps  coming  back.  It  does  seem 
odd  to  hai-e  the  CCC  buying  150  million  pourn^  for  overseas — diy 
milk — and  yet  import  25  percent  of  the  dry  milk  used  in  this 
country.  Do  the  boats  meet  on  the  open  seas  somewhere?  Not  to  men- 
tion 16.8  million  pounds  of  cheese  and  23.2  million  pounds  of  nonfat 
drj-  milk  bought  in  November.  No  one  could  call  this  good  manage- 
ment ill  anyway,  shape,  or  form.  Maybe  we  need  imports?  But  we 
also  need  to  think  of  the  boys  at  home  too.  With  manufactured  milk 
work  ?S!),50  in  West  Germany,  who  makes  up  the  difference  if  that 
is  imported  and  ours  is  about  ^2 $2.50  less  ? 

Now  we  all  realize  there  is  trouble  in  the  camp,  so  to  speak,  but 
some  want  to  help,  others  say  help  yourself,'  then  those  that  turn  their 
back  and  won't  help.  If  we  can  get  the  want  to  help,  and  help  our- 
selves together,  we  may  get  the  won't  helps  to  look  around  and 
decide  to  help;  then  we  would  have  a  chance  to  get  out  of  this  mess. 

I  have  talked  to  other  dairymen  about  it — my  idea — and  they 
seem  receptive.  What  will  happen  with  just  a  guaranteed  price? 
Mavl>e,  look  out,  this  could.  The  man  that  is  all  set  to  expand,  he 
rould  put  on  another  50,  75,  100,  cows  and  say:  "Now  that  there 
is  a  buck  in  milking,  we're  all  set  to  go."  Go  where  is  my  question — 
riffht  back  to  the  CCC  with  some  more  surplus  for  the  storage  seller. 
You  won't  get  many  metropolitan  Congressmen  to  go  along  with 
that  if  they  remember  history.  Then  look  at  how  many  family  farms 
of  15-30  head  of  cows  this  man  who  adds  on  this  50  or  more  will 
knock  out  or  equalize.  AVhy  not  get  a  price  so  that  there  is  a  buck 
in  milking.  Tlien  go  into  a  regulated  production  so  not  to  build  up 
that  fearful  surplus,  and  get  Mr,  Metropolitan  Senator  and  Congress- 
man to  listen  and  later  vote  in  our  favor  because  alone  we  cant 
muster  euougli  help.  We  need  them.  too.  They  need  our  milk,  we 
need  their  vote.  How  would  one  regulate  or  govern  this  type  of  pro- 
gram? Go  to  a  quota  of  x  number  of  pounds  per  year.  This  is  ar- 
vWcd  at  hv  a  past  historv  production  which  can  easilv  be  gotton  off 
of   the  IBM  sheet  where  one — a  producer — sold  milk.   The  quota 
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figure  could  be  decided  or  talien.  For  example,  1  to  2  years  back,  or 
nvcrQgc  of  2  to  4  years;  then  that  figure  adjusted  according  to  a 
imtioiial  need  to  be  detennined  by  a  board  on  a  semiannual,  aooual 
basis.  Quota  could  be  handled  on  a  State-to-county  level  by  the  local 
ASCS  office  and  local  township  committeemen.  By  this  I  or  we  feel 
niso  tliat  this  quota  could  not  be  bought  or  sold.  A  producer  chooses 
to  retire  from  milking.  That  quota  stays  with  the  farm  or  goes  to 
county  office  to  be  allocated  to  some  young  party  wisliing  to  start 
dairying— start  farming.  This  would  keep  the  large  corporation 
out  and  the  family  farmer— <lad,  mom,  and  the  kids — on  the  land. 

Even  with  Uiis  type  of  thing  it  still  leaves  us  plenty  of  room  for 
mtniagcment,  because  if  a  producer  has  a  quota  of  say  250,000  pounds 
a  year  he  still  has  to  determine  how  many  cows  he  needs  to  get  that 
inucli  milk.  If  he  can  get  only  10.000  pounds  per  head,  15,000  pounds 
per  head.  Also  the  amount  and  type  of  feed  needed,  these  are  factors 
that  will  still  Iiave  an  influence  on  amount  of  profit  or  loss, 

With  imports,  cost  of  operation  on  the  rise,  declining  prices  at  the 
niarkt'tplace,  we  need  iielp;  youi-s  to  take  our  dilemma  to  Washington 
and  jpfl  this  idea  and  otuei-s  together  and  como  up  with  something 
concrete,  we'll  not  ovciproduce  if  this  idea  is  somewhat  followed. 
Tlien  inaylw  Jlr.  Metropolitan  Kepreseiitative  and  Congressman  will 
pass  instead  of  not  passnig.  There  is  a  Cost  of  Living  Council ;  maybe 
there  should  he  a  cost  of  production  council,  too. 

Tliei-e  is  one  other  tiling  to  be  considei-cd  very  strong  and  that  is  that 
a  very  hirgc  percentage  of  thope  families  producing  grade  K — manu- 
factu ling— milk  are  tennants.  These  people  are  in  no  position  to  up- 
griule  the  pliysiral  ftirilities  to  qualify  for  gi'ade  A.  But  they  can  use 
wliat  is  tliere  to  their  advantage  if  they  so  clioose.  The  cows,  so  to 
spetik.  (ii-p.  in  most  all  ('iises.  theirs  and  if  this  enterprise  is  taken  away 
from  tlip  family  by  Im*  ing  to  oi)erate  at  a  loss,  they  will  have  to  close 
out  and  there  will  be  still  inore  people  leaving  the  land  and  joining 
the  unemployed.  Tliis  type  of  thing  we  do  not  want  to  continue,  too 
miK  ii  of  it  lias  takeii  place  already.  Just  count  the  empty  building  lots 
and  U5:ed-to-bc  homesteads.  We  are  not  afraid  of  some  work  if  we 
marry  oui-selves  to  the  cows  twice  a  day,  3I>5  days  a  year.  What  we 
do  need  is  some,  as  I  stated  l»fore.  good  legislative  help  to  get 
back  in  the  profit  column.  Tlien  maybe  some  guidelines  so  as  not  to 
overnroduce ;  100  pounds  equals  46^  quarts:  3.15  pounds,  a  quart. 
It  tnkes  21.2  pounds  for  I  pound  of  butter;  12  pounds  for  1  pound 
of  ii-p  ci-eam ;  10  pounds  for  1  pound  whole  milk  cheese. 

Senator  Ci.ark.  OK.  Well,  we  appi-eciate  your  statement  veri' 
mucli.  And  I  tliink  Congressman  Pi-essler  is  coiTect  in  saying  the 
greiitest  resistance  to  the  new  farm  bill  is  apparently  the  increased 
dairy  support.  Becansn  the  House  in  this  new  bill  has  increased  dairi' 
supiwnt  to  85  pei-cent.  it  is  presently,  as  I  recall,  at  80  percent.  AniJ 
that  i.s  where  a  lot  of  the  opposition  is  going  to  oome.  This  State, 
by  the  i\'iiy.  contrniy  to  what  n  lot  of  people  realize,  is  one  of  the 
nininr  (liiii-y  Plfitcfi  in  the  Tnited  States  for  certain.  There  are  only 
■"i  States  in  the  United  States  tliat  have  greater  production.  So  we  are 
pai'f  iciilarly  Iinppy  you  came  to  testify  alwut  it  today. 

Mr.  JTetkr.  One  injection,  a  lot  of  people  say  educate  the  consum- 
ing public-  ITow  manv  of  von  know  how  many  quarts  of  milk  there 
is  in  im?  Do  you  bv  chance  know  that  ? 

Senator  Cl.\rk.  Xo. 
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Jlr.  Meter.  Forty-six  and  one-half  quarts  in  a  hundred.  That  is 
2,li  iiounds  in  a  quart.  The  farmer  is  used  to  dealing  witli  milk  in 
tim  iitanner  of  hundreds,  but  the  consumer  talks  quarts;  21 — it  takes 
•21  pituiids  for  a  pound  of  butter,  12  pounds  for  a  pound  of  ice  cream, 
lu  pounds  for  1  pound  of  whole  cheese.  What  I  am  getting  at  is  let's 
ino\  e  our  decimal  point  over.  Then  it  would  be  21^2  cents  the  producer 
would  be  getting  per  quart  of  milk.  If  he  was  getting  $10  per 
hundred,  milk  feing  is  where— by  the  quart,  isnx  it  around  45 
cent?.  4;!? 

Senator  Clark.  Something  in  that  range. 

Ml',  ilEYER.  Why  does  this  product  double  from  the  time  it  leaves 
the  producer  to  tlie  consumer.  The  one  thing  to  be  considered  very 
stiougly  is  tliat  a  very  large  percent  of  these  lamily-producing  farms 
jHfiihice  grade  B  milk,  and  are  tenants.  These  people  are  in  no  posi- 
tion to  upgrade  their  physical  facilities  to  qualifv  for  grade  A,  but 
tliey  can  use  what  there  is  to  their  advantage  if  they  so  choose. 

Senator  Cl-vrk.  Thank  you  very  much.  Mr.  Lolan  Cronin,  IjeMars, 
Iowa,  you  proceed  in  anyway  you  think  appropriate  and  we  will  let 
you  know  when  the  10  minutes  are  up. 

STATEMENT  OF  LOLAN  CRONIN,  LeUARS,  IOWA 

Mr.  Croxi.v.  Senator,  I  didn't  really  come  down  here  to  make  a 
S|)eof]j,  I  was  talking  to  Bob  about  my  trip  to  Australia,  and  I  would 
liki'  to  irive  you  an  indepth  look  at  what  I  observed  while  I  was 
Tin'ri'.  Onr  daughter  and  husband  live  in  Brisbane,  where  he  teaches. 
Tliat  is  how  come  we  were  there.  We  spent  45  days  over  there.  When 
wi'  were  driving  aromid,  we  made  about  5.000  miles,  arid  I  obser\"ed  an 
awful  lot  of  cattle,  a  lot  of  large  cattle,  I  kind  of  got  concerned,  and 
T  went  to  a  sale  barn  in  Cannon  Hill.  Tliis  particular  day  they  had 
;l,rjnO  lieftd  of  cattle.  With  me  I  took  my  tape  recorder,  and  camera — 
nrul  they  sell  everything  by  tlie  head,  Now,  they  had  cattle  there 
llijit  day  tliat  would  weigh  i.')00  pounds.  The  most  any  steer  bought 
tint  diiy  was  !?9iJ.  And  they  had  Holstein-type  steers  weighing  1,100 
])'iiiiiils  sell  for  $34  per  head.  Genetioally  wise  their  cattle  are  just  as 
tS'-.nd  us  ours,  and  Hereford  and  Shorthorns  are  predominantly  their 
bif-cd.  They  sold  cows  by  the  head  for  $5  to  $20  per  head,  300 
]»niijdi^.  Hereford  calves  for  about  4  or  5  rents  a  pound.  Now,  what 
Jiapp«nr'd  in  Australia,  they  have  34  million  head  of  cattle  in  that 
conchy,  and  they  have  13.4  million  people,  so  you  figure  that  out  per 
i-;ipit;!  wise  and  you  are  talkinc:  about  5  head  per  capita  rouThly. 
And  we  liave  131,8  million  cattle  in  this  country  versus  214  million 
people,  so  you  are  talking  a  little  better  than  a  half  a  steer.  So  you 
ciyn  I'oiiiiiound  tlieir  problems.  I  got  some  interesting  comments  from 
wlijil  we  wouhl  call  their  commission  men.  And  the  general  analysis 
all  Ipoiled  down  that  they  figure  the  United  States  is  going  to  bail 
thcin  out  of  this  thing  in  abont  12  months.  I  ate  their  beef  and  it 
U  T'nt  iill  tliat  bud.  It  is  primarily  grass  fed  beef,  and  beincr  they  are 
so  r-lifn)).  they  can't  feed  grain.  Another  thing,  this  has  happened  to 
flicpe  people  in  12  months.  We  have  taken  about  a  third  cut  in  the 
price  of  our  beef  in  the  last  12  months.  This  steer  that  is  bringing 
>;Oii,  lie  would  have  brought  $360  a  year  ago.  So  you  can  see  it  hap- 
l>oncd  pretty  fast  with  them.  They  have  increased  their  herd  size  9 
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percent,  4  consecutive  years.  The  reason  for  that  was  they  had  sboat 
2  million  sheep  in  this  country  and  the  wool  prices  were  bad,  they 
now  have  147  million  sheep,  so  they  went  into  the  cattle  bnSLoess.  I 
think  in  the  State  of  Iowa,  alone,  we  have  almost  2  million  head  of 
cows.  It  is  a  complex  problem.  It  is  a  world  problem.  There  is  no- 
easy  way  to  figure  it  out.  I  don't  have  my  figures  with  me,  but  I 
do  know  I  did  read  in  the  paper  over  there  that  they  are  goin^  to 
keep  on  exporting  beef  to  the  United  States.  And  if  the  United 
States  would  stop  them,  if  the  meat  was  on  the  way  to  TJnited 
States,  they  are  going  to  keep  on  sending  it  until  we  do  stop  them. 
They  are  going  to  just  keep  right  on.  I  was  concerned  about  why  they 
didn't  feed  Asia,  they  are  mucn  closer  to  Asia  than  we  are.  But  some- 
hodv  has  got  to  pay  the  bill.  You  know,  we  hear  this —  we  have  got 
to  feed  the  world — but  somebody  has  to  pay  the  biU  in  the  end. 
I  noticed  a  couple  of  weeks  ago  on  60  Minutes,  I  am  sure  a  lot  of 
Tou  saw  it.  It  showed  feeding  com  to  cattle,  and  it  disturbed  me, 
because  who  is  going  to  eat  com.  This  was  the  theme  of  these  storv. 
People  are  protein  hungry,  now  com  hungry.  It  makes  us  look  bad. 
They  show  starving  people,  but  they  never  say  anf thing  about 
who  pays  the  bills.  Do  we  have  to  feed  the  world  ani  iust  give  it 
to  them  ?  I  don't  think  that  is  the  answer.  But  it  is  a  world  problem. 
These  are  just  some  of  the  things  I  observed  firstliand. 

Senator  Clark.  All  right.  We  appreciate  very  much  having  your 
testimony,  particularly  with  regard  to  Australia.  Thank  yon. 

Mr.  Cronin.  Thank  you. 

Senator  Clark.  Tlio  next  witness  is  going  to  be  Stanley  Sievers, 
Koute  2,  Kewell. 

[At  this  time  a  brief  recess  was  taken,  after  which  the  hearing^ 
resumed  at  1 :45  p.m.] 

Senator  Clark.  The  witness,  as  I  announced  earlier,  is  Stanley 
Sievers  from  Route  1,  Newell,  and  a  farmer.  You  go  right  aheadr 
Stan. 

STATEMENT  OF  STANU;T  SIEVEES,  NEWELL,  IOWA 

Mr.  Sievers.  Thank  vou.  I  am  a  farmer,  also  a  cattle  feeder,  so  I 
did  take  quite  a  sizable  loss  in  my  net  worth  as  any  other  &eder 
in  the  last  year.  However,  the  main  reason  I  am  here  is  to  comment 
on  target  prices  of  com  and  soybeans,  I  think  this  should  be  raised. 
As  to  what  the  price  is  set  at.  I  am  sure  it  is  debatable.  I  will  say 
this.  T  don't  think  $3  is  too  high  for  a  target  price,  even  being  a  cattle 
feeder.  These  things,  we  will  make  that  work  out.  I  do  not  want  the  di- 
re<'t  loans  correlated  to  the  target  price  so  that  the  Government  will 
tJike  over  the  stocks  of  feed  grains,  but  rather  give  a  type  of  recourse 
loan  so  that  farmers  can  keen  the  grain  at  home  and  market  it  at  his 
convenience  to  insure  orderly  marketing.  With  all  the  Government 
intervention  on  exports  this  year  and  the  psychological  downward 
affect,  we  may  sec  the  biggest  boxcar  shortage  ever,  come  this  fall, 
because  it  was  said,  there's  at  least  60  percent  of  last  year's  crops 
still  in  the  farmer's  hands.  If  this  is  alt  held  until  fall,  at  the 
same  time  this  vear's  crop  comes  in,  we  could  see  a  very  extreme  box- 
car shortage  pile  up.  I  want  to  comment  on  the  strategic  arrain  re- 
serves. I  think  in  the  past  at  least  you.  Senator  Clark,  and  Senator 
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Humphrey  from  Minnesota,  Senator  McGrovem  from  South  Dakota, 
tlii-ee  Senators  from  agricultural  States  are  all  advocating  setting  up 
a  feed  praiii  reserve,  I  think  these  three  Senators  from  this  area  at 
least  should  not  be  talking  about  setting  up  a  feed  grain  reserve.  Any 
time  you  have  a  Government  own  stocks,  it  has  a  price  depressing 
effect  on  the  market,  and  we  don't  need  this.  We  in  no  way  want  the 
Government  to  set  up  a  strategic  grain  reserve  as  this  also  would  have 
the  same  psycliological  price-depressing  affect  on  our  grain  markets. 
I  think  if  you  want  to  set  up  a  reserve  it  should  be  a  reserve  of  money 
^contributed  by  all  nations  able,  including  the  oil-producing  nations: 
then  this  money  could  be  used  to  buy  world  relief  food  at  the  world 
market  price.  A  grain  reserve  may  tend  to  even  out  prices,  but  I  would 
lather  have  a  fluctuating  market  and  get  $3.50  for  half  of  my  corn 
iind  $2.50  for  the  other  half  than  to  get  $2,25  for  all  of  it  in  a  Govern- 
ment-controlled price  situation.  We  do  not  want  to  saddle  ourselves 
■with  prices  which  are  at  or  near  the  cost  of  production.  A  guarantee 
looks  atti'active  but  we  remember  the  long  years  when  corn  was 
seated  at  a  little  over  $1  and  the  price  stayed  there.  That  was  our 
cost  of  production.  And  we  are  not  ready  to  accept  another  10  years 
of  corn  prices  at  cost.  Let's  have  it  well  over  cost.  After  all,  I  think 
we  should  be  entitled  to  make  a  profit  just  as  well  as  any  other  pri- 
vate business.  I  think  you  should  do  all  you  could  to  stop  imports 
of  beef.  Currently  we  are  marketing  a  lot  of  grass  fed  beef.  This  is 
the  argument  we  had  in  past  years,  Government  had  to  import  this 
beef  because  it  was  poor  quality  and  we  have  a  market  for  this  kind  of 
mciit.  Well,  we  have  this  kind  of  meat  in  this  country  also.  We  have 
])leiity  of  it  right  here  now.  As  far  as  cost  of  production,  I  just 
want  to  say  that  fertilizer  costs  have  doubled  from  1973  to  1874, 
just  slightly  over  doubled,  and  in  1975,  it  will  go  up  another  50 
percent,  I  guess  there  has  been  enough  said  on  the  cost  of  production, 
it  is  going  up. 

One  other  thing,  I  would  like  to  comment  on  the  revenue  shar- 
ing back  to  counties  and  cities.  In  Buena  Vista  County,  I  be- 
lieve it  was  2  years  ago,  we  received  about  $76,000.  We  met  with 
our  county  supervisors,  we  urged  them  to  cut  local  taxes,  to  use 
this  money  to  cut  local  taxes,  so  this  is  what  they  did.  But  the 
Federal  Government  said  if  you  use  it  for  that  purpose,  we  will 
cut  your  share  of  the  revenue  sharing.  So  the  next  year,  our  share 
was  cut  twenty-some  thousand  dollars.  AVe  only  received  $56,000  last 
year.  I  don't  know  just  exactly — I  think  we  received  about  $53,000 
last  year,  just  because  we  are  trying  to  save  some  taxpayers  some 
money.  The  Federal  Government  says  if  you  don't  blow  the  money, 
we  will  cut  your  share.  Just  another  instance  of  trying  to  do  the  right 
]ob  and  getting  penalized  for  it.  I  guess  one  other  comment,  or  posi- 
tion. I  have  been  asked  by  many  people  to  do  all  we  can — I  guess 
I  failed  to  mention  this,  I  am  president  of  our  county  farm  bureau. 
And  I  have  had  many  people  come  to  tell  me  to  please  do  what 
yow  can  to  stop  the  Federal  Government  from  setting  up  a  national 
hejilrh  insurance  program.  I  have  talked  to  one  that  wants  it,  Tjet 
our  private  competitive  business  take  care  of  this.  They  are  at  the 
])nst'Tit  time-  The  only  thing  I  think  we  might  do  is  to  let  us  subtract 
the  cost  of  premiums  from  our  net  income,  rather  than  having  to 
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itemize  deductions  before  you  can  deduct  any  of  these  premiums  spent 
from  your  Federal  income  tax.  I  think  this  is  all  I  am  going  to  say  at 
this  tmie.  I  thank  you  for  coming  out  here  today. 

Senator  Clark.  Thank  you  very  much. 

Mr.  SiE^'EHs,  I  don't  know  if  you  like  doing  this  any  more  than  I 
like  cleaning  out  the  hog  house,  but  I  hope  you  enjoyed  coming  out 
more  tlian  I  did  that.  jVnd  I  liope  you  come  more  often. 

Senator  Cijvrk.  Thank  you  very  much.  There  was  a  request  to  talk 
about  the  Rock  Island  railroad.  I  know  it  is  of  a  lot  of  interest. 
Wliile  I  call  the  next  witness,  I  might  make  a  couple  of  more  com- 
ments about  that.  Kobert  Donolioo,  Kurul  Itoute  2,  Peterson.  Come 
right  up. 

I  think  we  find  ourselves  with  regard  to  the  Rock  Island  in  a  very, 
very  difficult  position  because  we  liave  almost  2,000  miles  of  track 
in  "this  State  alone.  We  liave  2,100  employees  involved.  We  have 
over  1,600,  if  I  remember  correctly,  1.668  elevators  that  are  served 
only  by  the  Rock  Island.  So  that  gives  you  some  concept.  Two  and  a 
lialf  billion  dollars  worth  of  grain  was  hauled  by  the  Rock  Island  last 
year.  The  question  is,  what's  going  to  happen  now  ?  There  are  reallr 
about  three  alternatives.  One  would  be  a  major  loan,  and  thats 
being  consideied  today.  And  that  would  just  keep  the  railroad  going. 
Tlie  second  proposal  is  that  if  the  Rock  Island  took  up  bankrupt<?v 
the  Interstate  Commerce  Commission  would  appoint  other  railroads 
to  continue  to  run  the  Rock  Island.  The  third  alternative  is  to,  in 
effect,  force  the  merger  with  the  Union  Pacific,  and  the  Union  Pacific 
would  nni  that  railroad.  Both  the  Rock  Island  and  the  Union 
Pacific  have  wanted  to  merge  for  13  ycirs.  It's  been  before  the  ICC. 
Tliis  third  alternative,  it  seems  to  me,  is  a  real  possibility,  that  we 
can  give  workers  the  insunmoe  of  job  security  and  bring  about  that 
kind  of  mei'ger.  and  that's  the  kind  of  legislation  which  I  am  in 
favor  of  and  want  to  sponsor  with  Senator  Pcai'son  of  Kansas.  Either 
of  these  three  methods,  it  seems  to  mo,  has  the  distinct  possibility  of 
keening  the  Rock  Island  running.  I  tliink  whichever  way  we  go. 
we  have  got  to  keep  these  trains  running.  The  question  is,  how  much 
track  would  be  adversely  affected,  whether  we  might  get  a  week  or 
two  in  the  process  when  wo  wouldn't  have  rail  service.  Either  of  those 
would  l>p  somewhat  disastrous.  Those  are  the  alternatives  we  face 
right  now. 

Robert  Donahoo,  Peterson,  Iowa. 

STAIEfitENT  OP  BOBERT  DONAHOO,  PETEKSOK,  IOWA 

yir.  DoNAiioo.  Thank  vou,  Senator  Clark,  I  am  Bob  Donahoo, 
and  I  am  fiom  Potoi-son,  Iowa.  I  have  a  480  com,  beef,  cattle,  hog 
operation,  I  am  a  legistcred  Repuljlican,  but  thank  you  for  coming 
and  listening  anyway. 

Senator  Clark.  Thank  you. 

Mr.  DoNAiioo,  Last  year  I  lost  $20,000  feeding  cattle.  To  some  of 
you,  this  may  not  seem  to  bo  too  much,  to  others  it  may  sound  like 
a  lot.  It  wns  a  lot  to  me.  This  would  have  went  a  long  way  in  edu- 
cating mv  five  children.  I  am  not  out  here  ns  a  fanner  to  make  a 
fortune.  I  am  out  here  to  earn  a  living  and  to  raise  a  good,  decent, 
(lod-loving,  law-abidiuir  familv — and  I  think  that  is  what  most  of 
the  farmei'S  here  today  are  out  to  do. 
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Last  nigiit  we  had  a  meeting  in  Petei-son  to  discuss  the  position 
ivc  are  now  in,  tliat  is,  the  costs  we  are  facing  versus  the  returns.  Not 
only  on  row  cropping,  but  also  with  cattle  feeders,  hog  producers, 
the  dairymen,  we  are  all  in  the  same  boat.  And  where  are  we  going 
(o  ond  up?  Now,  a  lot  of  the  things  I  am  going  to  say  here  are  goin^; 
to  bo  repetitious  of  what  other  gentlemen  have  said  before,  and  at 
first  I  didn't  think  I  was  going  to  get  up  here  and  say  too  much,  but 
I  wanted  to  go  on  record  what  my  feehngs — and  the  feelings  of  the 
people  that  were  tliere  last  night  were. 

Senator  Cij\rk.  Is  this  the  meeting  that  was  described  earlier,  the 
followupof  whichistobe  in  Paullina? 

Mr.  DoNAiioo.  That's  right.  Well  now,  there  were  about  100 
fiirmcrs  tliat  turned  out,  and  here  are  some  of  the  thoughts  that 
came  out  of  it  at  the  meeting,  last  evening.  I  might  just  make  some 
of  these  statements,  and  tliese  arent  my  thoughts  and  when  I  say  I, 
I  moan  I  am  one  of  the  farmei-s,  too,  I  really  mean  we,  but  sometinies 
it  comes  out  1.  Fii-st  of  all,  we  don't  want  to  embitter  the  housewife 
or  the  American  consumer.  Last  Christmas  I  had  tlie  pleasure  of 
going  to  California — Mr.  Butz  said  everj-one  went  to  Nassau  or  the 
Bahamas,  but  I  went  to  California.  My  dad  was  out  there,  and  I 
went  out  to  visit  him.  One  of  the  first  things  my  cousins  out  there 
said  to  me.  what  in  the  hell  are  you  killing  all  of  that  livestock  out 
there  for.  Boh?  In  the  Los  Angeles  Times,  when  they  were  killing 
livestock,  a  small  minority  of  people  in  Minnesota  and  Wisconsin — ■ 
this  is  wliat  made  the  front  page  of  the  Los  Angeles  Times.  People 
wmte  in  to  the  Times  on  the  editorial  page  and  they  got  so  many 
embiticred  consumers,  and  they  said  they  might  load  the  farmers 
u|)  alongside  the  ditch  and  shoot  them,  if  that  is  what  they  are 
going  to  do.  This  is  how  the  press  is  using  us.  Here  is  an  incident 
lint  was  a  real  small  incident,  and  they  were  sick  cattle,  a  lot  of 
them,  and  they  blew  that  all  out  of  proportion.  This  embitters  the 
Iioiisewifo  against  us.  We  don't  want  anj'thing  like  that.  We  have 
got  fo  educate  her,  tell  her  what  our  problems  are,  what  our  costs 
are.  This  is  one  of  the  things  that  came  out  last  night.  We  have  to 
fpll  Iiei'  what  our  problems  are,  what  our  costs,  fuel,  fertilizer,  it's 
tough.  There  was  a  lot  of  ideas  that  came  out  last  night.  Maybe  we 
hcttci-  get  some  coverage  on  national  television.  I  don't  know  if  this  will 
solvi>  it.  it  sure  costs  a  lot  of  money, 

I  will  say  again,  though,  we  want  the  Government  out  of  our 
markets,  rinr  foreign  markets.  We  developed,  we  paid  the  money  into 
thr-  clieckoff.  AVe  she  them  the  bucks  from  the  beans  and  the  cattle, 
and  wo  developed  these,  and  the  Government  took  it  away  from  us. 
After  we  dovcloped  the  market  to  Japan  for  beans,  the  Government 
chose  to  clopi'  the  door.  Tliev  put  the  lid  on  the  cattle.  Maybe  they 
would  have  went  up.  but  T  don't  think  we  would  i-nv"  had  the  prob- 
lems that  we  had  later.  They  always  told  us  in  Washington  that  we 
ronlil  not  compete  with  foreign  agriculture.  AMien  we  finally  reached 
n  position  since  1948.  when  w"  conM  compete  w'Hi  foreirn  aarr'^ul- 
fnre.  the  Government  chose  that  time  to  slam  the  door  in  ur  face. 
So  Senator  Clark,  I  want  von  to  go  back  to  Washington  and  tell 
Yotir  frentlemen  sitting  in  the  Senate  with  you  that  we  want  yon  to 
do  Foni"lhing  somehow.  If  I  had  the  answers.  I  would  tell  vou  how 
fo  do  it,  to  stop  from  paying  with  these  foreign  markets.  Well, 
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tliere  was  tlie  commodity  market  discussed  last  night.  Now  I  don't 
know,  I  have  never  played  the  board  of  trade,  but  I  think  last 
iiijrlit  the  feeiings  that  came  out  at  the  meeting  were  that  it's  gotten 
to  Ix*  a  big  money  scheme,  not  for  the  farmer,  but  for  tlie  speculator. 
A  lot  of  people  took  a  beating  in  the  stock  market,  so  they  decided  to 
get  out  of  the  stock  market  and  start  playing  the  grain  market.  And 
I  think  one  of  my  pet  peeves  on  this  commodity  market  is  that  we 
onglit  to  have  more  delivery  points,  and  tliere  should  not  be  any 
dealing  done  on  paper.  If  you  sell  a  contract,  you  should  deliver  in 
kind.  If  you  are  going  to  deliver  soybeans,  you  better  deliver  soy- 
beans, because  I  think  maybe  perhaps  this  would  get  some  of  them 
out  of  it.  Same  way  with  corn  and  meat.  Somebodv  brought  up  about 
thi.s  IBP  deal.  This  was  discussed  last  night.  We  didn't  want  any 
of  these  packing  plants  making  their  own  beef,  competing  against 
us.  We  don't  want  this.  I  can  tell  vou  a  little  incident  on  this.  I  had 
a  cousin  that  bought  sheen  for  Swift,  Swift  was  feeding  sheep.  They 
do,  ovpiy  morning  aboiit  7  o'clock,  they  know  how  many  she«p  were 
going  to  be  in  that  yard,  and  they  went  out  and  called  their  farms. 
No.  1,  when  the  market  went  up  they  paid  a  few  more  bucks  on 
those  sheep,  inimber  two,  they  kept  tlie  maiket  under  control  so  as 
not  too  many  sheep  cnme  in — or  they  brought  sheep  in,  excuse  me. 
so  that  marliot  wouldn't  go  up.  Tliey  contj-ollcd  the  market.  And  1 
<lon't  think  wp  want  this. 

Now.  this  didn't  come  out  at  the  meeting,  but  T  had  one  gentleman 
ask  me  this.  If  you,  Senator  Clark,  could  explain  to  me,  or  explain  to  us 
when  a  country  like  Japan  backs  out  of  one  of  these  grain  deals,  just 
who  holdfi  the  bag?  Say  they  write  a  contract  for  some  beans,  do 
they  have  to  make  up  the  difference,  or  do  thev  just  tell  the  Govern- 
ment we're  not  going  to  take  them,  and  the  Government — which  is 
lis — do  wo  just  alipnrl)  this  ? 

Senator  Clark.  No,  the  Japanese  buyer,  or  any  foreign  buyer  buys 
from  the  grain  company,  and  he  contracts  with  the  grain  company: 
90  in  fact,  we  are  about  the  only  country  in  the  world  where  the 
country  is  not  a  part  of  the  contract.  Thereffire.  the  arrangements  in 
terms  of  backing  out.  whether  they  pay  off  a  part  of  that  contract 
or  percent  of  it  or  all  of  it  or  none  of  it,  would  be  something  that 
would  be  entirely  a  matter  between  that  government  and  that  buyer 
and  the  grain  companv  here. 

yU:  OoxAiioo.  Well.  T  hope  that  answers  the  gentleman's  question. 
Now,  I  think  to  sum  it  up,  our  meeting  last  night  is  we  want  the 
Cfovernment  out  of  farming.  You  know. 

Soiinfor  Ci.AHK.  All  ritrht-  CO  ahead  and  finish. 

ifr,  I)ov.\HO(K  OK.  I  will  finiKh  up.  You  know,  it's  lieen  proven 
with  the  Itussian  collectivization  of  their  farms,  they  couldn't  farm, 
The  government  in  Eussia  couldn't  farm.  A  large  percent  of  their 
fond  has  Iwen  produced  on  little  plots  that  the  government  has 
given  them,  so  I  don't  think  we  want  the  Government  telling  ns  how 
to  farm.  Am]  one  of  the  things  tlinf  came  out  last  night  also  is  that 
if  the  Government  can't  get  out  of  farminsr,  we  are  going  to  cut  back 
There  was  a  hundi-ed  farmers  there,  70  of  them  said  they  would  cut 
back  in,  1.1.  20  percent.  A  few  of  the  others  forgot  to  circle  one  of 
whiit  they  were  going  to  cut  buck.  Thoy  wrote  on  the  bottom  in  the 
Tpmnrks  section  that  thev  would  cut  back,  but  forgot  which  one  to 
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mark.  But  if  tlie  Goveniment  ■won't  leave  us  alone,  we  are  going  to 
do  it  ourselves.  And  I  want  all  of  you  gentlemen,  maybe  Mr.  Clark 
will  get  an  invitation  too,  Senator  ClarE,  to  come  to  tne  coliseum  at 
Amiw.  Maybe  we  can  put  our  heads  together  and  come  up  with  some 
definite  ideas.  Thank  you, 

Senator  Ci^rk.  Thank  you  very  much,  ilr.  Donahoo.  I  understand 
the.  meeting  in  Ames  is  the  20th  of  March  ? 

Mr.  DuxAiioo.  Yes,  sir. 

Senator  Cl-vrk.  There  will  be  a  meeting 

Mr.  Mkykm.  I'll  lell  you,  Middle  Scliool,  1 :30  p.m.,  with  Senator 
Ilunipliruy,  Mr.  Xolan,  and  Seci-etary  of  State  Agriculture.  Thei-e  is  a 
State  ASO  man,  and  they  are  holding  this. 

Senator  (Jlaric.  Midclle  School  at  Windom,  tomorrow  at  1 :30  p.m. 

Paul  AVise  of  Avoca,  Iowa,  Pottowatamie  County.  Paul,  you  come 
right  on  up  liere. 

STAIEKENT  OF  PAUL  E.  WISE,  AVOCA,  IOWA 

Mr.  Wise.  Well,  good  to  sec  you  here.  Senator.  Some  of  my  remarks 
might  disagi-ee  quite  a  little  with  some  of  the  statements  made 
here,  but  I  am  getting  a  little  age  on  me,  I  have  seen  the  1930's. 
In  fact.  I  lost  nij'  father  in  1930,  December  10,  I  was  the  oldest  of 
three  fihildn-n.  1  was  2-7  years  old.  AVe  had  3  farms,  a  house  in 
Coiincil  Bluifs.  And  before  1932  rolled  around,  we  had  lost  two  of 
thi'iu.  In  other  words,  just  signed  2  farms  and  the  house  in  Council 
llliitfs  away  because  evpiything  was  mortgaged,  and  we  hung  onto 
the  liome  farm  under  these  circumstances.  Vrn  had  the  advice  of  an 
ol(!  uncle  who  said  there,  was  no  use  in  selling  corn  for  20  cents  or 
10  (rents,  because  it  woulda't  pay  our  bills.  By  the  way,  we  only  had 
a  iSy^.OOO  mortgage  against  280  acres. 

We  made  soi'ne  mistakes.  AVe  were  young,  farmed  with  horses.  But 
we  signed — a fter  the  fii-st  yeai— heinj»  delinquent.  Metropolitan  Life 
Insurance  didn't  know  what  to  do  with  the  farm  either.  AVe  got  de- 
lin(|uent  3  vcars,  interest  and  taxes.  Metropolitan  paid  taxes  charged 
to  us  plus  inten'St  on  interest,  AVe  signed  a  mortgage  for  all  of  the 
ci-op,  couldn't  do  a  bit  of  a  thing  with  that  crop,  signed  a  moi-tgagw 
for  all  of  the  crop  so  to  stay  on  that  farm.  AVe  were  shelling  corn, 
tlu-osliing.  and  sawing  wood,  and  in  the  meantime  I  got  into  the 
farm  holiday  association,  because  we  had  a  tractor  that  wasn't  paid 
for,  and  we  were  going,  or  we  thought  we  were  going  to  lose  that. 
AA'e  puUi'd  through  because  we  were  all  shigle. 

Xow  I  know  a  little  bit  about  what  it  is  to  have  a  little  rougli 
time.  Roosevelt  was  elected  and  he  started  to  talk  about  sealing 
cnni  at  45  cents  a  bushel.  That  bailed  us  out,  I)ecause  we  had  3  years 
of  crop  on  our  hands.  Sold  stored  com  for  35  cents  per  bushel.  Wft 
hung  outo  the  hind,  Tliat's  the  reason  we  had  to  sign  the  mortgagft 
for  all  of  the  crop.  The  erop  was  laving  there.  And  by  the  way,  that's 
th»'  rcusoii  I'm  still  a  farmer.  If  1  hadn't  went  that  way,  I  would 
have  iK'cn  kicked  out.  That's  the  reason  I  still  think  we  need  a. 
little  Government  in  this  here  farm  operation.  I  think  we  need 
some  reguhitions  of  some  kind.  I  don't  know  how,  but  by  the  wav, 
I'm  representing  the  Farmers'  Union,  in  case  nobody  knows  it.  We 
believe  there  is  a  place  in  agriculture  for  Government.  We  have  a 
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pretty  good  program.  Down  through  the  years,  and  under  those 
other  prof^rams  we  were  sealing  com  for  about  65  percent  of  parity, 
nnd  the  Goiernnieiit  was  releasing  or  selling  this  com  at  90  percent  of 
parity.  That's  the  first  time  I  ever  heard  of  a  recourse  loan,  and  non- 
recourse loan.  There's  definitions  in  there  someplace  between  some 
of  these  people,  and  they  probably  don't  understand.  A  nonrecourse 
loan  means  that  com  is  the  only  thing  they  have  backing  it;  a  re- 
course loan  means  they  can  come  on  anything  you  got,  like  that 
ti-actor  we  had.  And  this  is  what  the  farm  bureau  advocates,  a  re- 
course loan.  I  did  not  belong  to  the  farm  bureau.  I  have  to  now,  I 
couldn't  get  any  fertilizer  last  year  without  joining  them,  so  I 
have  to  belong  now.  They  are  so  powerful  that  they're  nmning  the 
State  of  Iowa  pretty  well,  and  probably  the  whole  Agriculture  De- 
partment right  now,  I  think. 

That  is  tlie  reason  I  said  I  might  step  on  somebody's  toes.  But 
that  is  Ix'sidc  the  jioint.  We  have  a  program,  we  want  to  seal  com 
now  iit  00  percent  of  partiy.  And  just  as  soon  as  it  gets  to  110  percent, 
of  pariiy,  then  it's  the  farmer's.  And  he  has  to  pay  his  own  in- 
terest, .srornge  and  everything  so  that  will  make  him  sell  before  it 
gets  outlandish  in  price. 

Xfiw.  we're  asking  for  that.  We  have  asked  for  a  lot  of  things — 
and  by  the  wav,  I  suppose  yon  noticed  the  Farmer  Union  left  the 
cor.lition  the  other  day  down  in  Washington  when  it  came  out  of  the 
suhconimittpc  and  the  House  Agriculture  Committee— they  came  out 
for  ?1.87  per  bushel — Fanners  Union  asked  2.i5  per  bushel. 

Sen^'oi-Ci.AnK.  $1.87 corn  loan  rate? 

Mr.  Wise.  For  target,  $2,25, 1  think  that  is  a  pretty  good  program. 
Wliat  M-e're  asking  for,  90  pereent  of  parity,  and  then  nave  to  sell  at 
110  percent  of  parity,  the  farmer  wouldn^^  hang  onto  it.  He  would 
get  out  before  it  got  to  that,  so  he  wouldn't  have  to  pay  that  interest 
and  storage.  T  had  a  lot  of  corn  in  storage  before.  When  the  Grovem- 
ment  called  it  all  in  it  deflated  the  price  for  awhile  and  practically 
gave  it  to  IJussia.  We  wouldn't  be  so  short  now  if  we  hadnt  given  it 
to  Eussia.  That's  the  way  I  understand  it.  And  by  the  way,  they  lent 
them  the  money.  There's  another  group  that  wants  to  pile  up  money 
80  when  WB  get  in  trouble  they  can  buy  the  products.  Who  ever 
heard  of  eating  money?  You  can't  have  this  product  right  on  hand, 
it  takes  a  year  of  planning  to  get  a  crop.  Somebody  has  to  plan  for 
a  year  to  get  a  crop.  The  oilman  can  shut  that  pipeline  off  right  now, 
but  we  can't  shut  our  line  off.  We  are  starting  right  now  to  figure  for 
the  next  crop.  When  we  put  on  fertilizer,  and  some  of  us  didn't,  I 
think  some  of  us  even  overfertilized.  I  farm  com  and  beans. 

I've  pot  two  boys  out  there  on  the  farm— and  not  to  say  anything 
nga  inst  girls  or  women — T  ha  vo  five  daughters. 

Sen.itor  Clark.  You'd  better  not  if  you  have  five  daughters. 

Afr.  Wipe,  I  can  see  where  they  can  get  upset  with  my  boys  farming 
operation  real  easy.  The  guy  that  says  he  can  go  along  here  without 
tiny  help  or  anything,  tlicv'll  lend  you  money,  but  all  of  a  sudden 
vou  wind  up  owing  that  bank  so  much  money  you  are  a  slave  to 
tbf'm. 

T  would  like  to  see  the  farmers  have  a  little  equality  with  labor 
crgiiuiz;itions,  Wlien  I  say  I  have  five  daughters,  I've  got  five  sons*in> 
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lair,  too.  And  they're  in  organized  labor.  Now,  they're  drawing  more 
money  than  my  boys  get  out  on  that  fann  per  hour.  They're  gettiiig 
$6.10  an  hour  for  packing  meat  in  a  box.  I  don't  complain  about 
tliat — outside  of  I  would  like  to  S9e  the  farmer  up  there  equal  with 
oidinary  labor  once  in  a  while.  All  they  say  is  they  want  coat  of 
!> induction.  AVhat  about  a  little  bit  of  profit  for  us?  That's  the 
!o;iHon  we're  talking  al>out  90  percent  of  parity.  Parity  means,  in  my 
book,  equality.  It's  written  in  all  their  contracts;  every  year  it  goes 
up.  When  American  Beef  closed  down,  T  had  a  son-in-law  working 
ilown  there— I  forget  his  salary,  but  while  they  were  closed,  there 
was  an  automatic  increase  in  wages  that  went  into  effect,  so  he  got 
25  cents  an  hour  increase  when  they  opened  up  again.  Now  we  didnt 
;^et  that  on  the  farm.  Wo  went  backwards  in  the  price  of  grain  and 
beans,  jind  the  cattle  were  just  starting  to  respond  a  little  bit. 

By  the  way,  we've  got  500  head  of  cattle — we  are  not  making 
;iny  money,  hut  I'm  not  buying  cattle.  We  are  roughing  cattle.  Buy 
ciiives  .inti  feed  a  lot  of  silage.  If  I  didn't  have  those  bovs  working 
out  there  pretty  cheap,  I  wouldn't  get  by.  And  tliat  is  the  way  aU 
of  these  other  fanns  do.  they're  wormng  cheap. 

By  the  way,  I  want  to  complain  about  one  other  thing.  This  here 
iHsnwter  program  wc  have  for  all  of  these  people,  farmers  and 
busiiiesri  people  collected  money  from  this  disaster  program  from  this 
l!no<lii!g  a  year  ago  or  so.  I  supposed  you  had  some  up  here,  but  we 
■'.cte  around  the  river.  And  they  flooded  the  town,  and  people  got 
i>aid  for  their  basements.  One  implement  man  got  paid  for  all  of 
Ills  machinery  that  got  flooded.  Here's  a  little  story,  he  says,  yeah, 
I  lignre  up  what  I  figured  my  machinery  worth,  what  it  got  hurt, 
and  1  figured  it  was  about  ?17.000;  so  he  got  an  FHA  man  in  there 
(o  t;ilk  to.  The  FHA  man  said  we  can  lend  you  this  $17,000  if  you 
think  Ihis  is  what  you  need.  The  implement  man  says,  Fve  got  a  real 
good  banker  up  in  our  town,  and  I  don't  need  to  borrow  money  from 
you.  But  the  FHA  man  says  the  first  one  is  a  $5,000  one;  forgiyeneas 
loan.  "I'll  take  that  real  quick."  What  I'm  griping  about  is  they 
didn't  print  any  of  their  names  in  the  paper.  Just  the  farmers  names 
are  printed.  Paul  Wise  did  not  get  any  of  the  money. 

And  that's  about  aU  I've  got  to  say  for  now. 

I  thank  you  for  coming  out  here. 

Senator  Gi-AnK.  As  I  understand  the  thrust  of  your  testimony,  you 
would  like  to  see  Government  in  agriculture,  at  least  to  the  extent  of 
providing  support  prices? 

Mr.  Wire.  That's  right. 

Senator  Ci.ark.  Thank  you. 

Mr.  Wise.  Conservation  work. 

Senator  Cr.AnK.  I  think  the  other  point  you  made,  that  no  one  else 
has  talked  about  today,  is,  and  we  made  a  great  point  of  this  in 
Des  Moines  at  the  hearings  a  week  ago.  the  effectiveness  of  the 
diaster  provisions.  Because  that  is  one  of  the  things  we  clearly  have 
to  change,  based  on  the  experience  which  we  had  this  last  year. 
Thank  you. 

[The  following  letter  was  subsequently  received  from  Mr.  Wise:] 
Atoca,  Iowa,  AprU  ti,  197S. 
Senator  Herman  Talmame  of  Geoboia. 

Drab  Sib:  Thanks  tor  four  latere^  In  Bgrlculture.  We  have  lost  our  ntaliilitr 
In  tlie  marketplace.  The  drought  last  year  has  given  ns  a  good  price.  I  worn 
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about  this  all-out  production  and  the  price  reduction  we  will  bave  to  take  wbea 
we  overproduce  "today."  In  this  .part  ot  the  country  all  rafilo  atations  and  T.V. 
stations  are  geared  to  selling  aomethlng  to  the  tanner.  Oi«1d  and  beBn  prices  ar» 
good  now.  Livestock  seema  to  be  coming  back ;  not  making  mcm^  though. 

Secretar.v  Butz  eajs  its  good  for  some  of  us  Ito  go  broke.  I  understand  be  has 
it  in  his  power  to  raise  these  support  prices.  He's  advocating  President  Fota  t» 
Teto  your  farm  bill. 

I  wish  to  thank  you  for  your  action  In  the  Senate  Agriculture  Committee,  FIT 
bet  Butz  doesn't  come  up  to  your  figures. 

Again,  thaults. 
Yours  truly, 

Paci.  E,  Wise. 

P.S. :  If  fanners  have  a  profit  they  will  buy  and  straighten  up  the  economy. 
They  bave  to  bave  something  to  sell  though  and  right  now  mother  natare  is 
keetiing  us  from  the  fields. 

Senator  Clark.  The  next  witness  is  Dale  Riediger.  He,  is  from 
Hintoii,  Iowa,  and  lie  is  a  farmer-feeder.  Is  Earl  your  brother? 

Mr.  Dai.k  RiEoioiiJt.  This  is  cori'cct. 

Senator  Clark.  And  where  is  Earl? 

ilr.  F-ARL  KiEDioER.  Right  here. 

Senator  Clark.  Why  don't  you  come  down  here  too,  and  we  will 
have  a  brother  act.  You  can  both  testify  together.  We  may  get  an 
arginnent  started  here.  Go  ahead  and  ta^ke  turns  and  pass  the  mike 
back  and  forth. 

STATEMENT  OF  SALE  SIEDIOEB,  HI2IT0N,  IOWA 

Sir.  Dalk  Riediokr.  Hon.  Senator  Clark :  I  feel  pleased  to 
have  you  with  us  to  hear  our  story  of  life  in  this  particular  part  of 
the  great  producing  area  of  the  Nation.  I  want  to  thank  evRpyone 
responsible  for  making  possible  this  sale  barn  and  facilities  for  the 
purpose  of  this  meeting. 

>iow  I  want  to  tell  you  what  I  think  most  farmers  and  livestock 
people  feel  toward  all  that  has  been  done  for  us  as  producers.  As  the 
past  2  years  have  went  by  we  have  been  lied  to  and  put  to  utter  shame 
in  the  way  that  no  producer  should  ever  be  subjected.  First  we  pro- 
duced a  good  crop  and  gave  it  away,  when  everybody  was  Water- 
gating  and  not  minding  the  store.  Xext  the  propane  and  railroad 
boxcar  shortage  which  slowed  our  cash  flow  down  to  a  trickle.  Late 
payment  for  grain,  that  had  been  dried  and  shipped,  plus  no  fuel  to 
dry  corn  to  No.  2  corn  basis,  so  elevators  would  even  take  it  in,  and 
after  shipment  pay  interest  to  banks  on  overdue  notes  while  we  waited 
for  money  because  of  failure  of  grain  companies  to  pay  promptly. 
The  only  way  you  could  stay  in  business  at  all  waa  to  have  livestock 
to  sell  for  ready  cash.  Then  the  administration  put  a  strangle  hold  on 
the  livestock  market  with  price  freezes,  and  a  concoction  of  custom 
slaughter  and  politically  motivated  consumer  boycott  telling  people 
meat  was  too  high ;  and  there  was  a  shortiwje  and  there  wasn't  encHigh 
to  go  around  and  we  would  have  shut  off  exports  and  import  meat. 
Later  in  August  1073  such  action  was  taken.  Then  the  Agriculture 
Department  said  the  price  freeze  would  go  off  in  September  and  pro- 
ducers anticipated  the  livestock  prices  would  go  up.  But  they  forgot 
to  tell  them  clearly  that  the  export  embargo  of  pork  and  beef  was 
put  in  effect  as  of'  the  13th  of  August  1973.  This  bit  of  knowledge 
caused  disaster  in  tlie  cattle  and  hog  markets.  With  feeder  cattle  at 
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a  record  all  time  Mgh,  livestock  prices  dropped  $10-$15  per  hundred 
in  tile  days  and  weeks  soon  to  follow.  The  best  of  all  producers  of  the- 
livestock  had  been  sucked  into  a  trap.  The  largest  feeders  ojid  a  cor- 
porate feedlots  sold  to  packers  direct  at  sharply  lower  figures  and 
liquidated  their  heavy  cattle,  leaving  the  small  feeder  and  terminal 
market  without  a  substantial  buyer  of  cattle  or  hogs ;  only  at  dras- 
tically lower  levels.  No  one  expected  this  condition  to  exist  for  too 
long  a  period  of  time  so  the  people  without  a  market  held  their  cattle 
and  hogs  to  heavier  weights.  But  the  markets  didn't  improve.  The 
Department  of  Agriculture  and  our  representatives  in  Washington 
were  Watergating,  [or  fiddling  while  Rome  burned.]  So  now  after 
tliree  or  four  consecutive  batches  of  cattle  became  fat  and  losing  from 
S150  to  $500  per  head. 

Meetings  were  held  almost  everywhere  about  the  plight  of  the  pro- 
ducers. The  only  thing  that  ever  came  up  was  have  a  checkoff  and 
send  people  to  Washington  to  find  out  what  the  hell  the  matter  was. 
Secretary  Butz  came  to  Sioux  City  in  the  summer  of  1974  and  gave 
a  long  talk  about  a  light  at  the  end  of  some  tunnel.  I  think  he  meant 
down  the  tube.  But  he  did  say  officially  when  asked  about  the  em- 
bargo placed  on  beef  and  pork  exfrnrts.  The  Secretary  said  it  was 
put  on  on  August  13,  1974  and  was  still  in  effect. 

\ow  my  dear  Senator,  how  much  of  this  kind  of  an  on-and-off 
again  business  can  any  producer  stand  ?  The  livestock  producers  and 
corn  and  grain  consumers  in  the  form  of  red-meat  producers  ar© 
broke.  Farms  have  been  mortgaged  and  sold  in  some  instances  and 
feedlots  liquidated,  producers  are  at  a  loss  of  what  to  do.  Some  say 
they  will  never  be  able  to  pay  the  creditors  by  grain  farming. 

The  producer  of  grain  now  feels  after  such  a  drubbing  they  have 
been  getting  in  up  and  down  markets  and  off  and  on  again  exports 
controls  and  embargos.  $3.70  to  $2  com.  $11  beans  to  $4.30  beans,  oats 
$1.80  to  $1.20  oats,  $5.75  wheat  to  $3.25.  These  producers  are  at  the 
crossroads  of  not  knowing  what  to  do.  Some  of  the  people  in  this  line 
are  also  people  who  produce  beef  and  pork,  suffered  drought,  hot 
weather  and  financial  and  physical  loss  of  stock  due  to  severs 
snowstorms. 

Some  financial  assistance  offered  in  the  drought  was  made  avail- 
able but  would  not  pay  for  the  fertilizer  and  seed  used  on  the  crop 
to  say  nothing  of  other  expenses.  Getting  financial  aid  to  livestock 
Tnx>ducera  who  lost  livestock  during  the  storm  is  a  quite  a  process,  for 
instance  if  you  bought  a  cow  2  years  ago  for  $400 — hypothetical  more 
than  likely  $500 — and  have  a  note  at  some  bank  for  purchase  price  at 
8-ft  percent  interest  and  lost  the  cow  in  January  storm,  cows  at  that 
time  were  worth  $200  with  calf,  or  calves  at  purchase  time  $150.  storm 
date  $100.  or  steers  $225,  storm  date  $150,  due  to  the  market  value 
had  gone  down  before  the  storm.  The  loan  programs  says  it  will 
finance  storms  date  value  of  cow  $200  at  5  percent  for  2  years,  then 
refinance  and  vou  can  cither  buy  another  cow  or  pay  off  an  old  note. 

So  now  !I0  days  later  after  all  applications  are  approved  you  mav 
get  $200  to  buy  a  cow  in  the  spring  costing  $275  or  short  $75  of  enough 
to  make  the  purchase,  which  note  will  cover  only  $200  at  5  percent. 
You  have  a  situation  where  you  owe  a  note  at  the  bank  for  $400  plus 
9  percent,  receive  $200  at  6  percent,  and  have  to  dig  up  $75  to  buy  a 
cow.  So  you  end  up  with  a  cow,  with  a  $675  note,  $4.75  at  9  per- 
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cont,  ?!200  at  5  percent.  Tlien  at  the  end  of  1  year  $54.75  interest  on 
one  cow.  Tliis  applies  the  same  on  tlie  other  animals.  Big  deal! 

So  now  we  have  to  grain  farm  for  a  while.  Shall  we  plint  com  or 
Ijoans  or  wheat  with  an  eye  on  the  weather  and  the  other  on  Wash- 
iiiirton  export  controls  asid  ct  cetera,  or  should  we  tell  them  right 
straight  from  tlic  slioiilder  we  want  a  decent  Jong  teim  program 
which  will  lot  us  come  out  of  this  chaos  with  our  skiii. 

I  have  some  proposals  to  offer. 

].  The  sooner  the  farmer  and  producer  get  their  own  Congressmen 
and  .Scnatois  to  represent  them  and  serve  notice  in  Washington  to 
nil  the  consumer  oriented  people,  that  we  want  our  cost  of  production 
minimum  ^jrice  floor  attached  to  the  minimum  wage  and  hour  law, 
for  instance  no  less  than  $^.5*0  a  bushel  corn  on  basis  of  $2.20  an  hour 
jiiiniinum  wage,  fii2A0  a  bushel  if  $2.40  an  hour  is  minimum  wage.  All 
other  feed  grains  and  oil  seeds  can  be  figured  to  the  concept.  Every- 
liody  undei-stands  minimum  wage.  No  mmiroum  wage,  no  production, 
("iet  this  straight,  we  ai-e  not  asking  for  a  ma.Kiinum  but  a  bare  mini- 
mum tloor  like  the  wage  and  hour  law. 

■2.  Close  the  imports  of  unneeded  surplus  products  immediately.  Jfo 
iipfd  to  import  meat  in  any  foi-m,  cars  of  any  design;  put  our  own 
people  barli  to  win'k,  open  up  the  pumping  of  oil  from  our  own  oil 
wells  which  have  been  ordered  2  years  ago  by  the  Government  to  cut 
to  -M)  i)ercent  of  previous  production. 

■■;.  Keep  our  meatpacking  companies  out  of  the  feeding  business, 
wliere  they  soon  gain  a  monopoly. 

4.  Repeal  the  act  which  prohibits  packers  from  retailing  their  own 
meat  tlirough  their  own  butcher  shops.  This  will  help  break  the 
choinstore  monoply  of  using  meat  as  loss  leader  or  pricing  the  meat 
so  hijih  the  consumer  can't  buy  it. 

Fellow  Americans,  I  don't  think  we  need  to  cut  off  sales  of  feed 
grains  or  any  other  products  that  somebody  is  willing  to  buy;  this 
only  breaks  faith  and  trust,  in  our  form  of  government.  Importing 
of  meat,  cars,  oil,  sugar,  plywood,  to  name  a  few,  are  things  that 
have  ruined  each  individual  industry.  Let's  get  America  going  i^ain. 

I  want  to  thank  you  for  your  time,  but  sincerely  hc^  this  meeting 
doesn't  turn  out  lilie  most  of  the  God-forsaken  cattle  feeder  meetings. 

I  thank  you. 

STATEMENT  OF  EARI  BIESIOER,  EmTOK,  IOWA 

Mr,  EiEDiQEE.  Senator  Clark  and  committee,  I  wish  to  thank  you 
for  coming  out  and  listening  to  us.  I  sleep  this  stuff,  I  dream  it,  and 
I  eat  it.  and  I  go  to  bed  with  it,  but  I  am  a  firm  believer  after  tie 
rhetoric  we  have  heard  here  today  on  getting  the  Government  out 
of  agriculture,  let  us  go  on  with  the  Government  out  of  agriculture 
treatmg  us  like  it  is.  for  the  next  few  years  you  won't  have  to  worry 
about  getting  them  out.  because  you  won't  be  in  it.  I  have  no  interest 
in  producing  for  the  price  that  the  rest  of  the  Nation  considers  is 
fair  to  me.  I  am  interested  in  producing  for  a  price  I  can  live  witii. 
Cost  of  production  plus  a  reasonable  profit,  I  want  to  be  like  the 
autoworker,  talk  about  pricing,  that  is  the  way  we  should  go.  Eight 
dollars  an  hour  for  a  40-hour  week,  overtime  for  the  rest.  I  want  to 
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also  gain  his  fringe  benefits.  I  want  to  be  in  tlie  position  where  I  can 
L'Pt  95  percent  pay  for  the  days  I  don't  work,  when  I  am  laid  off.  I 
WLint  to  have  my  production  work  the  same,  they  gave  you  $200  back 
to  buy  a  car.  AVliat  did  you  give  them  to  buy  your  steers?  Don't  you 
think  people,  it's  time  you  and  I  woke  up?  Tliis  is  our  problem,  not 
only  the  Senator's,  it  is  our  fault.  We  asked  for  it,  and  we  are  in  our 
own  soup.  Fanners  ai-c  goiiifj  to  have  to  come  out  of  this  a  little  bit 
I>_\-  themselves.  We  need  a  minimum,  $2,50  a  busliel  on  com,  $4  on 
whoat,  and  $5  on  soybeans.  We  need  an  escalator  clause  that  Bays  if 
(he  cost  goes  up  above  that,  our  prices  go  up  also.  We  need  it  on  all 
our  production,  not  last  years  80  percent,  if  you  raised  any  more  than 
Yoiir  quota,  you  were  out  of  business.  You  immediately  fell  down  to 
$1,05  on  all  production,  not  on  just  a  part  of  it.  I  don't  have  a  lot  to 
say  liere,  I  realize  some  of  these  problems,  a  lot  of  them,  perhaps 
most  of  them,  are  our  own.  But  we  do  need  Government  protection, 
!ind  unless  we  get  it  almost  immediately,  we  won't  need  to  worry  too 
ninoh  about  it, 

I  want  to  say  a  little  about  disaster  loans  in  this  area.  We  got  a 
bijr  writeup  in  the  New  York  Times  on  disaster  loans,  how  they  were 
j.'nniling  the  farmer  this  money.  So  I  went  up  to  check  on  a  few  of 
The  disaster  loans.  When  I  got  to  find  out  what  was  going  on,  I  find 
if  you  had  enough  collateral  to  borrow  the  money  anyway,  you  could 
;'('t  a  disaster  loan.  All  we  got  off  of  that  wtis  publicity.  Bad  at  that 
i\-pii.  Now,  we  talked  about  the  food  being  cheaper,  tkat  is  all  they 
to.lk  about  at  the  administration.  Tiiat  is  all  President  Ford  says,  he 
^^■ants  to  get  the  wages  up,  he  wants  to  get  the  unemployment  benefits 
up,  everybody  wants  to  reap  the  harvest  and  the  farmer  is  supposed  to 
produce  it  for  nothing.  I  haven't  got  anything  else  to  say  except  that 
nne  of  the  people  in  Washington  that  t  think  needs  a  very  definite 
straightening  out  is  our  Secretary  of  Agriculture  Butz.  We  need  a 
Secretary  for  agriculture,  not  of  agriculture.  Thank  you,  gentlemen, 
for  listening.  I  think  that  is  all  that  I  have. 

Senator  Ci.ark,  Thank  you  very  much.  I  appreciate  it.  The  next 
witness  is  Charles  Widman  of  Bronson,  Iowa.  Glo  right  ahead. 

STATEMENT  OF  CEABLES  WIDUAN,  BSONSON,  IOWA 

Mr.  WmaiAN,  OK,  what  I  have  to  say,  I  don't  think  too  many 
people  are  going  to  be  too  gungho  on,  I  feel  people  are  kind  of  miss- 
ing the  whole  point  of  target  price.  First  of  all,  we  should  look  at 
the  American  consumer.  We  are  saying  we  need  target  prices  for 
the  farmer.  We  need  them  for  consumers.  We  have  had  target  prices 
since  1932.  We  provided  good  stable  farm  income  in  them  years  with 
a  net  of  about  $35,  $40  an  acre  at  the  best,  and  you  had  soraething 
to  plan  on.  And  the  consumers  were  supplied  with  the  beef.  We  have 
}iad  10  years  of  continual  cattle  cycles  in  the  past,  in  the  1950's,  early 
UMiO's,  and  in  the  past  2  years.  Today  I  hear  a  lot  about  people  say- 
ing Government  get  out  of  this,  Weil,  you  want  a  private  organiza- 
tinii,  I  don't  believe  farmers  are  ready  to  jeopardize  their  iiulepen- 
ilfiicc  for  a  private  organization.  In  my  opinion,  you  are  going  to 
liiivi:  to  have  so  much  Government  help,  otherwise  you  are  going  to 
ha^'o  these  ups  and  downs  of  agriculture,  and  people  get  hurL  And 
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when  we  talk  of  target  prices,  I  n-ould  think  the  consumers  could  be 
sold  on  that  today,  oecause  it  averages  out  at  right  around  $1.29  & 
bnsliel  for  40  years.  Now  if  you  look  at  consumers  as  people,  at  that 
aspect,  we  are  only  6  or  7  percent  of  the  population ;  but  if  people 
realize  we  are  kind  of  idiots  out  here  and  we  are  doing  it  because  we 
like  to  do  it,  there  is  a  moral  value  to  farming.  My  fatJier  farmed  for 
50  years.  He  never  got  his  profit  on  his  investment,  all  he  did  was 
make  a  decent  wage  for  his  family,  and  you  always  throw  the  interest 
on  your  investment  in  at  no  cost.  I  am  used  to  working,  my  brctlier 
and  I  farm  1,400  acres  with  just  the  two  of  us.  Last  year  our  labor 
bill  was  $2,800.  And  if  I  wanted  to  be  on  the  business  side  at  things, 
I  should  have  sold  out  and  I  should  sell  out  today.  As  a  family  we 
could  make  more  money  by  selling  the  land  and  living  on  the  interest 
but  tliere  has  got  to  be  something  more  in  farming  for  you  than 
money.  And  also,  I  feel  that  we  definitely  need  some  type  of  target 
price,  because  riglit  now  every  day  that  we  live,  we  live  with  the  fear 
of  (lOvernment,  at  least  I  do,  because  in  the  past  2  years  I  have 
bought  two  farms;  and  last  summer  in  July  we  went  out  and  started 
buying  irrigation  equipment,  because  the  price  was  high.  I  don't  sug- 
gest a  super-high  price  for  commodities.  I  suggest  a  target  jirice 
that  is  realistic,  like  this  $2.25.  At  least  that  gives  us  something  to 
plan  on.  Kight  now  we  need  to  invest  in  more  wells  and  more  pumps. 
That  would  cost  us  about  $5,000  and  we  have  nofliiiig  to  go  on.  Like- 
last  summer  (be  Government  says  we  have  got  to  get  all  irrigation 
equipment  out  that  we  can,  so  we  spent  $60,0(X)  and  we  got  close  to 
400  acres  saved. 

And  if  you  have  a  moral  character,  and  you  are  worried  about  this 
country  and  what  is  going  to  happen,  you'd  better  first  think  of 
planning,  because  it  isn't  going  to  do  us  any  good  next  summer  to  get 
m  the  middle  of  things  and  then  throw  the  ax  on  it,  by  freezing  e.v- 
ports.  Also  1  tliink  tliat  there  is  a  lot  of  aspects  to  agriculture  tliat 
have  l>e('n  overlooked.  Thank  you. 

Senatoi'  Ccark.  Thank  you  veiy  much.  We  appreciate  your  com- 
ments, and  some  original  thouglits  that  we  haven  t  heard  befoi*?  to- 
day. Harley  Hiemstra,  Rural  Route  2,  Kingsley.  Harley,  you  pixjcccd 
however  you  tliink  appropriate. 

STATEMENT  OF  HAELEY  HIEHSTSA,  EUTGSLET,  lOVA 

Mr.  IIiEMSTRA,  Thank  you.  Senator  Clark. 

My  name  is  Harley  Hiemstra.  1  operate  a  640-acre  farm  in  Plym- 
outh (!ounty.  My  farming  operation  includes  corn,  oats,  hay,  raising 
and  feeding  hogs,  a  cow-calf  herd  and  cattle  feeding  operation. 

I  do  not  think  that  Government  controlled  grain  reserves  are  in  tlie 
best  interest  of  farmers.  They  have  a  very  depressing  effect  on  the 
market  when  they  arc  lield  in  storage  and  will  also  depress  the  mar- 
kets wlieuevcr  they  are  released  fi-om  storage.  Whenever  the  price 
of  the  grain  woid<l  have  a  tendency  to  rise,  tlie  consumer  pressm-e 
would  force  the  Government  to  release  the  grain,  therefore,  forcing 
the  price  back  down, 

I  think  that  in  all  probability  an  increase  in  the  target  price,  that 
is  the  guaranteed  price,  should  end  at  a  cost  of  production  price  or 
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1('s=s  and  tlifrefore  would  not  give  the  fanner  a  profitable  price  for 
liis  frrain  but  would  just  increase  production  and  create  a  surplus  of 
<  iovcrument  Btocks.  For  this  reason  I  believe  a  3-year  recourse  loan, 
l)iiv  back  with  interest  loan,  with  interest  rate  equal  to  cost  of  the 
inojii-y  to  the  Government,  one  that  would  not  provide  for  the  GoT- 
(■(■[iTucnt  taking  possession  of  tlie  grain,  would  be  a  much  better 
ajipi'oach. 

The  farmer  today  has  good  facilities  to  store  grain  and  if  they 
ownpd  the  grain  would  be  able  to  keep  the  grain  in  A-1  shape  ay 
using  and  moving  the  older  grain  first,  as  well  as  other  methods,  and 
would  be  able  to  move  it  to  the  market  whenever  they  saw  fit  and 
then  refunding  the  loan, 

If  !iii  internationally  controlled  monetary  fund  was  set  up  rather 
than  an  international  grain  reserve  they  would  be  able  to  use  these 
funds  to  purchase  grain  from  the  world  markets,  or  in  all  probability 
our  markets,  therefore  allowing  our  farmers  to  sell  their  grain  for  a 
bettor  price. 

Anotlier  very  important  thing  I  think  is  to  keep  the  export  chan- 
nek  oppn  and  as  free  as  possible  from  Government  interference,  and 
to  remove  the  monitoring  of  farm  exports,  because  other  countries 
1100(1  to  have  access  to  our  grain  when  they  need  them,  otherwise  they 
■will  go  looking  to  other  countries  that  will  do  this  for  them,  leaving 
us  out  of  the  market.  I  think  these  exports  are  a  necessity,  not  only 
to  the  farmers  of  America  so  they  can  receive  a  reasonable  price  for 
liis  iTiain,  but  to  our  country  so  that  they  can  achieve  a  reasonable 
linliiuce  of  payments. 

I  tliank  you  for  this  opportunity  to  present  my  views. 

Senator  Ci,abk.  Thank  you  very  much.  We  appreciate  your  having 
come  up  to  testify.  Mr.  Whiting,  Mr.  Whiting  is  another  witness  I 
know.  AVhcn  I  started  walking  across  the  State  not  very  far  from  here, 
]ie  was  one  of  the  fellows  kind  enough  to  put  me  np  overnight. 

STATEUEKT  OF  K.  J.  WHITINa,  WEITmO,  IOWA 

Mr.  WiiiTiNo.  I  am  glad  to  have  you  out  m  our  bailiwick.  One 
tiling  that  has  bothered  me  a  little  bit,  I  hope  we  haven't  got  you 
completely  confused  about  what  is  going  on  here  today. 

Senator  Clark.  I  am  going  to  talk  about  that  in  a  minute. 

!Mr.  Whitino.  Well,  I  didn't  really  come  here  with  the  idea  of 
testifying.  I  did  write  a  one  page  letter  to  be  submitted,  and  I  think 
I  will  i-ead  it  at  tliis  time. 

."Senator  Ci-mik.  Good.  ' 

Mr.  WiirrrNO.  And  I  am  really  happy  you  did  get  out.  Senator 
<laTk.  regarding  the  updating  or  raising  of  price  support  loans  and 
target  prices  to  the  farmer,  I  would  like  to  offer  the  following 
tlioiights.  They  are  restricted  to  corn  and  soybeans,  as  I  am  sure 
ideas  on  cotton,  milo,  wheat  and  other  commodities  will  come  from 
areas  of  tlicir  pi-ime  importance.  It  is  my  opinion  and  only  by  opin- 
ion, tliat  the  target  price  of  $2.25  is  un realistically  high  in  relation 
to  costs,  considering  normal  yields.  1974  yields  clouded  our  vision 
Oil  average,  production.  In  planning  and  projections,  we  must  use 
Inngor  tlian  a  1-year  basis,  if  some  of  the  related  problems  can  be 
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■worked  out,  such  as  control  of  inflation,  limiting  of  exporta,  and  the- 
establishmont  of  a  food  reserve  or  bank,  we  should  be  able  to  fit  into- 
the  economy  with  a  target  price  of  $2  a  bushel,  and  have  a  viable 
market  left'in  existence.  I  am  afraid  if  we  get  a  target  price  of  $2^ 
a  bushel  on  com,  it  will  become  a  ceiling  as  well  as  a  floor,  and  bring 
back  a  lot  of  old  problems  we  thought  we  had  passed.  Soybeans 
should  be  targeted  in  a  range  of  $4.25  to  $4.50  a  bushel,  in  my 
estimation. 

Senator  Clark.  What  were  those  figures  again! 

Mr.  Whitino.  Soybeans,  on  corn,  I  think  in  a  range  of  $1.90  to 
jS,  and  on  soybeans,  $4.25  to  $4.50,  which  is  approximately  2.2  times 
the  price  I  had  suggested  on  com.  In  flaring  these,  I  would  make 
a  few  additional  comments.  It  is  nearly  mipossible  to  figure  a  cost  of 
production  on  on  historic  basis,  as  has  been  mentioned  today.  The 
cost  of  fertilizer  has  gone  up  400  percent  Somebody  was  talking 
about  buying  anhydrous  ammonia  at  $70  a  ton ;  it  is  currently  $290. 
$300.  ^Vhat  IS  the  price?  How  do  we  plan  or  project  our  costs  when 
they  change  from  day  to  day?  I  think  inflation  has  continued  in  otiier 
sectors.  The  cost  of  food — they  are  saying — is  only  going  to  go  tip 
4.5  or  5  percent  this  year,  went  up  13  percent  last  year,  14  the  year 
befoie,  what  do  we  base  our  projected  costs  on.  This  becomes  the  real 
question.  We  need  to  have  some  assurance  that  if  wo  do  commit  our- 
selves to  production,  we  aren't  going  to  be  wiped  out.  As  Mr.  But?, 
has  said,  the  marketplace  will  give  the  signal,  but  to  me  the  signal 
is  pi-ctty  darn  confused.  Thank  you. 

Senator  Cl-Mik.  I  tliink  that  is  tme,  thank  you.  Two  other  wit- 
nesses hai-e  asked  to  be  heard,  and  I  think  we  have  time.  First  is 
Kenneth  Gard.  Rural  Route  1.  Sioux  City,  farmer  from  Woodbury 
County.  And  following  him,  Don  Bergeson,  Rural  Route  2,  Storii' 
City.  He  has  come  a  way  from  Story  City.  Kenneth  Gard,  you  proceed 
in  any  way  you  think  appropriate. 

STATEMENT  OF  EENSETH  OAED,  SIOUX  CITY,  IOWA 

Mr.  Gard.  I  would  like  to  thank  yon  for  coming  out  here  to  the 
hearing  today.  I  and  my  ivifc  and  four  kids  farm,  we  feed  cattle  and 
raise  hogs.  And  I  ha\e  sold  some  direct,  but  most  are  marketed 
througli  Sioux  City  stockyards.  I  have  heard  of  a  program  whereby 
you  wonld  deduct  a  few  cents  a  head  from  each  producer  to  provide 
some  insurance.  I  don't  want  you  taxing  my  production  at  all.  I  think 
there  are  other  ways  to  pi-otoct  the  seller.  You  can  establish  a  lien 
so  that  the  man  who  sells  direct  has  title  to  the  cattle  until  his  check 
passes  the  packers  bank,  or  by  going  to  bonding,  cut  down  the  float. 
Under  present  conditions  as  I  understand  them,  the  farmer  is  pro- 
viding the  financing  from  the  time  he  buys  the  calf  until  after  the 
consumer  gets  it.  This  is  because  wc  are  providing — the  packer  is 
providing  l7-day  notes  to  the  chainstore,  th\is  the  packer  is  having 
a  net  cost  on  his  money  7  'lays,  and  tlio  chainstore  gets  cash  im- 
mediately. So  therefore  there  slioiild  be  no  investment  by  these  two 
until  after  it  is  sold.  Now  we  go  to  the  grain  reserve,  which  I  read 
yon  are  in  favor  of.  There  is  no  way — I  feel  there  is  no  way  you  can 
insulate  a  Govenmient-owned  grain  reserve  from  depressing  Uie  mar- 
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ket  price.  It  is  there,  even"body  knoirs  you  have  got  x  amount  of 
bushels  over  here,  so  why  should  we  pay  more  for  what  is  available. 
So  when  supplies  become  tight,  prices  for  grains  do  not  have  to  be 
bid  up  because  of  the  grain  reserve.  We  have  had  it  this  way  in  the 
past.  When  I  set  up  farming  we  raised  corn  cheap,  later,  in  the  late 
1960's,  we  wei-e  told  we  had  to  take  the  smaller  income  until  we  got 
rid  of  the  surplus;  because  the  consumer  couldn't  afford  to  pay  the 
storage  nnymore,  and  then  we  would  be  over  this  problem.  We  have 
had  3  or  4  years  wlien  the  price  has  been  excellent,  now  we  want  to 
go  back  to  gi'ain  reserves,  which  I  feel  will  deflate  our  prices.  We 
hai'e  this  Rock  Island  Kailroad,  and  I  wonder  if  part  of  the  problem 
here  isn't  the  Interstate  Commerce  Commission  in  regulations  that 
doesn't  allow  for  efficient  use  of  cars.  Why  should  we  run  railroad 
cars  ejnpty  when  they  could  pick  up  a  load  and  bring  it  back,  and  you 
might  check  on  the  railroad,  and  some  labor  regulations  in  this  area. 
If  all  of  our  production  cannot  be  used,  at  a  price  that  is  profitable  to 
the  farmer,  then  in  my  opinion  the  best  way  as  to  some  type  of  di- 
verted acres  program  where  we  would  raise  less.  If  the  market  price 
is  high  enough,  we  could  divert  without  a  Government  payment,  this 
allows  us  to  carry  our  own  ball,  so  to  speak.  Otherwise,  we  have  to 
revert  back  to  the  program  from  which  we  just  left.  I  think  farmers 
arc  entitled  to  an  hourly  wage  that  compares  with  the  laboring  man. 
Kcally  we  should  be  entitled  to  that  wage,  plus  the  return  on  our  in- 
\-cstment  and  risk,  but  we  haven't  been  getting  that  wage  in  the- 
lOGO's;  mast  of  us.  And  then  your  target  price.  The  way  I  understand 
i( ,  this  is  set  up  only  on  the  alloted  acres,  and  everj-  farmer  knows 
what  this  is.  We  are  allowed  to  plant  80  acres.  We  can  plant  over, 
but  the  price  is  just  on  the  80.  Also,  this  price  is  f.o.b.  Chicago.  We 
arc  a  long  way  from  Chicago,  The  price  we  would  receive  here  would 
be  awful  close  too  or  under  the  cost  of  production.  Any  type  of 
target  price  should  include  this,  and  the  first  priority,  it  shoulti  have 
an  escalator  clause  for  increases  in  cost  of  production.  It  should  be- 
sot up  so  that  part  is  not  renewable  at  the  discretion  of  Congress. 

Senator  Clark.  The  Senate  did  pass  the  escalator  clause,  and 
under  the  threat  of  veto,  it  was  taken  out.  Go  ahead. 

:Mr.  Garo,  And  then  Secretary  Butz  has  said  in  target  prices  we 
should  not  include  land  cost.  Perhaps  you  could  ask  Seci-etary  Butz 
how  many  acres  of  corn  he  can  raise  without  land.  If  he  can.  I  am 
sure  he  would  tell  all  the  rest  of  us  to  go  to  hell.  In  conclusion.  I 
want  to  say  thank  you. 

Senator  Clark.  Thank  you.  Don  Burgeson,  Ruial  Route  2,  Story 
City. 

STATEBIENT  OF  DON  BERGESON,  STORY  CITY,  IOWA 

yU\  Berokson.  Senator  Clark,  ladies  and  gentlemen.  I  wrote  this 
!ibout  a  month  ago,  and  after  hearing  a  lot  of  the  things  that  have 
been  faking  place  here  today,  I  feel  it  is  almost  a  little  bit  untimely, 
and  still  it  is  not.  I  wish  I  could  logically  and  effectively  say  just  a 
few  of  the  tilings  that  cross  my  mind  as  I  sit  here  and  listen  to  these- 
peojde  present  their  problems  and  views  on  two  agricultural!}'  re- 
Jiited  issues  of  importance:  robbery  and  relief. 
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Times  change  somewhat,  but  not  too  long  ago  our  ancestors  would 
have  knoivii  exactly  what  to  do  in  either  case.  That  was  before  we 
l)ccame  quite  so  civilized,  well  educated  and  of  necessity  only  vocal. 
Actually  we  are  awakening  to  find  ourselves  in  a  mental  instead  of 
a  physical  world.  Now  I  didn't  come  half  way  across  the  State  of 
Iowa"  to  talk  about  either  the  new  future  or  the  good  old  days — but 
to  those  of  yon  here  who  still  think  and  will  m  thinking  in  that 
future  time— hopefully  soon. 

I  happen  to  relievo  that  this  country  of  ours  has  slipped  a  lone, 
long  way  from  the  ideals  of  our  forefathers  and  I'm  naive  enou^ 
to  feel  that  I  even  know  why !  The  two  areas  being  discussed  here 
today  are  just  two.  and  to  my  humble  way  of  thinking,  basic.  I  wear 
a  slogan  button  finned  to  my  cap  around  home.  It  has  come  to  have 
its  special  meanmg  to  me  and  I  wear  it  in  contempt  and  with  a 
strange  personal  kind  of  reverse  satire.  It  says:  "Join  The  Grold 
Rush".  Its  origin  is  lost  to  me  but  I  got  it  from  my  yoimg  stepson 
who  had  inst  come  from  a  football  game.  My  personal  experiences  of 
the  past  few  years  have  brought  to  the  forefront  of  my  existence  and 
survival  one  tool :  M-o-n-e-y.  It's  the  name  of  the  game !  This  hasnt 
always  been  so  for  me,  I  had  been  reared  or  brought  up  strictly 
middle  class,  adequately  poor,  but  rich  in  spirit,  in  fact  have  prid^ 
myself  on  hoing  frugal,  conservative,  ingenuitive,  and  inventive  with- 
in my  limits.  Gold  to  me  would  have  to  I>e  money,  so  to  join  the  rush 
would  have  to  seem  like  the  usual  advice.  However  I  said  it  is  in 
contempt  and  contempt  it  is!  There  may  be  gold  in  them  there  hills, 
fripiid-s  hut  the  fools  are  tliere  as  well !  Yoii'd  be  surprised  at  the 
fools  I  see  hurry-scurrying  oif  and  the  little  lift  I  get  in  watching 
them  go.  I  went  overseas  a  few  years  ago  on  a  once-in-a-lifetime-trip 
expei'ienco.  I  can't  share  it  here,  but  I  saw  really  poor  people  and  had 
a  chance  to  see  oppression  by  force  like  we  read  about.  Yet  when  I 
came  back  three  things  stood  out  in  my  mind.  (1)  I  had  seen  happy 
people  for  the  most  part,  simple  but  happy !  I  hadn't  been  back  in  the 
States  3  hours  before  I  had  become  an  observer  to  three  separate 
incidents  where  my  fellow  countrj-men  were  involved  in  more  trouble 
and  woe  that  I  had  seen  in  almost  a  month.  (2)  We  are  a  restless, 
■energetic  and  consuming  Nation,  as  other  parts  of  the  world  are  or 
soon  will  become.  (3)  Greed,  parasitism  and  inflation  will  destroy  all 
that  we  now  Iiold  dear.  I  would  have  liked  to  have  read  two  editorials 
written  I>y  others  and  published  nationally  which  carried  these  three 
imderlying  points.  Tlieir  titles  wci-e  "Are  Farmers'  Freedoms  Slip- 
ping Away?'  and  "Is  Inflation,  A  Moral  Issue?"  However,  they  were 
my  only  copies  and  weie  unreturnecl  in  time  for  tliis  hearing.  Both 
were  right  on  target,* 

I  mentioned  that  we  live  in  a  mental  world.  Well,  that's  highly 
exaggerated  but  becoming  more  and  more  tnie.  Our  country  and 
civilization  is  becoming  more  regulated  and  controlled  by  law;  civil, 
moral  and  physical.  I  think  this  is  right,  but  these  laws  will  have 
to  be  infinitely  iust  and  equal  beyond  our  present  wisdoms;  and  then 
universally  understood  and  respected,  Watergate  should  have  praved 
to  ui- — amongst  other  things — that  there  are  those  who  can  place 
theiiisclves  above  our  civil  laws  by  mental  manipulations.  Plainly 
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and  simply  I  think  that  this  is  exactly  what  has  happened  iii  the 
case  of  tijese  "no  good  checks"  and  a  bankrupt  pocking  conglomerate. 
If  I  as  an  individual  were  to  buy  something  and  not  pay  or  to  give 
you  one  of  my  "rubber  checks",  I  would  end  up  in  a  jail  cell  no  less. 
In  addition  you  could  expect  to  recover  your  property  as  well.  If  I 
were  to  go  out  and  steal  it ;  in  the  old  days,  I'd  hang !  One  cowboy 
to  another  I'd  say:  "Pardners,  there's  either  a  lot  of  rustling  goin* 
on.  or  a  hell  of  a  lot  of  Indians  eatin'  off  our  herds." 

So  much  for  robbery,  except  that  I'd  like  to  say  it  is  taking  place 
all  around  us  today  and  everywhere.  Uptown  any  business,  the  banks^ 
the  implement  houses,  the  grocery  stores,  our  own  co-ops,  the  mar- 
kets, the  salespeople  on  radio,  TV,  or  the  papers,  our  governments — 
local,  State  and  Federal.  They  are  all  out  there  and  they  need  your 
gold !  Xowdays  they  don't  even  have  to  level  a  gun  at  your  heart  or 
threaten  your  life.  They  don't  give  you  service,  they  don't  have  to 
give  you  quality  or  value  nor  even  so  much  as  say  thank  you.  Because 
they  know  you'll  be  back !  You  are  a  consumer  and  hooked  exactly 
like  any  other  addict! ! 

The  second  issue  here  today  is  "relief"— emergency  livestock  loans. 
Once  again  I  can  speak  from  experience  because  I  happen  to  be  tt 
small  farmer  involved  in  another  disaster,  specifically  last  spring. 
Yoiir  misfortunes  arc  new  enough  and  generally  understood  here  and 
now.  but  30U  will  or  do  need  help.  How  many  have  already  told  your 
story  to  someone  that  you  owe  on  Main  Street  and  they  shook  their 
heads  and  said;  I'm  sorry  but  my  landlord  collects  his  on  the  first 
and  the  price  of  gasoline  is  so  high  it  takes  a  whole  week's  pay  to 
drive  back  and  forth,  besides  the  groceries  I  brought  home  last  night 
cost  me  $50,  for  a  little  sack  full  we  ate  at  diimer,  et  cetera,  on  and 
on.  Now  that's  bad,  but  I  hope  none  of  you  has  had  to  experience  the 
despair  of  going  to  your  friendly  banlier  and  having  him  say :  No, 
John,  I'm  sorry  I  can't  give  you  another  cent,  the  dead  cattle  were 
your  collateral  and  although  I  hold  chattel  on  all  of  your  other 
assets,  truth  is  if  the  markets  are  as  wild  again  this  next  year  we'll 
all  go  broke !  We  could,  however,  refinance  your  farm  or  you  could 
sell  out!  Besides  you  should  have  bought  all  of  those  steers  horse 
blankets  last  fall  before  winter  set  in.  Your  note  is  due  tomorrow, 
take  your  time,  but  you  had  soon  better  decide.  Wall  Street  was 
bullish  and  my  foursome  is  waiting  for  me  on  the  first  tee. 

N'ow,  that's  worse,  but  when  you've  heard  these  two  and  decided 
that  a  government  by  the  people  and  for  the  people  should  be  big 
enough  to  do  something — especially  when  the  law  already  says  so  and 
you  happen  to  meet  all  of  the  requirements.  Your  hopes  are  damp- 
ened by  a  mass  social  education  program  where  all  common  people 
are  once  again  to  be  made  the  fall  guys.  Money  is  the  tool  and  we 
had  better  start  listening.  Overcoiisumption  is  going  to  stop.  Start 
drawing  in  your  belt  and  live  like  the  slaves  you  are!  Instead  of 
governmental  self-help,  you  find  another  friendly  banker  or  maybe 
like  I  did;  an  ex-farm  boy  whose  father  went  broke  and  should  have 
moved  to  town  when  his  son  did  to  make  good — even  if  that  son  is 
now  eating  out  of  the  public  trough.  He  says:  "I  hate  to  kick  you 
when  you're  down" — a  direct  quote— or  go  get  a  job  in  town,  or 
you're  not  a  big  enough  farmer,  or  you're  not  quite  the  kind,  we  need 
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today,  or,  and  I  quote  again :  "We  must  respect  the  lending  policies 
<'?taI)IJsfied  by  the  various  lending  institutions."  Now  perhaps  any 
ijf  lliis  doesn't  say  mucli  to  any  of  you,  but  to  me  it  has  become  a 
dc-alh  sentence  and  my  feelings  can  be  summed  up  in  just  two  words: 
B —  s  —  I  Hasn't  anybody  read  "The  Grapes  of  "Wrath"!  If  I 
<-(jiiKI  prevent  it  from  happening  to  just  one  of  you  represented  here 
tnd;iy.  I'd  say  it  was  worth  the  trip. 

Now  don't  ix-  disillusioned  by  the  hope  or  even  the  promise  of  help '. 
Tliink  nlK)iJt  tlic  planned  confusion  in  gulling  this  little  act  right 
here  oft'.  Think,  too.  about  when  only  a  httle  over  a  couple  weeks  ago 
.'*oine  liigli  USDA  underling  said  it's  good  that  some  farmers  are 
gfiing  bankrupt  and  the  Uoss  Mucky  Muck  says  he  himself  wouldn't 
liiivp  "jaid  it  just  that  way.  Think  about  it!  .iVs  fanners  yoii  are  a 
in)i!0[ity  and  as  disaster-strirken  farmers  we  are  even  weaker  voiced. 
You've  only  got  one  tiling  going  for  you  and  that's  your  position 
in  fhc  food  chain — and  as  soon  as  you  can  be  bought  off,  enslaved, 
(ind  replaced  you've  lost  that !  Otherwise  get  used  to  minority  rights. 
'I  !ie  (liiy  linsn't  arrived  when  one  man  can  meec  an  army  and  logically 
sny  that  such  and  such  is  so  and  he  could  he  compromised  to  this 
point  only.  Instead,  it's  join  or  be  trampled,  get  big  or  get  out,  or 
iiang  him.  Have  you  any  idea  how  your  voice  would  sound  against 
the  roar  of  a  moli  chant  like  "Sieg  Hiel !"  Our  human  memories  are 
j)rftry  short  and  the  lessons  rather  harsh.  Hitler's  Germany  chose 
that  particular  route  out  of  the  great  world  depi-ession,  remember? 
Ami  've  say  it  can't  happen  here.  Still  we  have  a  Government  which 
jihiTilH  the  words  and  allows  the  biggies  to  control  our  lives  and 
destinies  on  the  assumption  that  what's  good  for  Standard  Oil, 
A.T.  &  T..  and  ilidwcst  Continental  Grain  is  good  for  America!  To 
he])  with  the  family  farmer  and  the  common  man.  Again  I  have 
to  Sly  bull,  hull,  and  more  hull.  Make  yourselves  heard  and  remember 
the  old  saying  that;  '"The  squeaky  wheel  gets  tlie  grease.'  and  I'm 
going  to  add:  "and  especially  on  a  four-wheeled  wagon,"  tliat  in- 
iliKics  you  I  Here's  another  I've  heard  or  read  somewhere  along  the 
line:  "We  are  our  brother's  keeper."  It's  true,  but  it  too  must  be 
hroiiirht  up  to  dale.  As  just  one  farmer  I  will  look  any  man  alive  in 
i;i  till-  eye  and  add  this  tliought:  "Yes,  I  am,  but  only  so  long  as  he 
M-ould  keep  me  or  is  unable  to  do  so  for  some  reason.  Sliai-c  my  bread 
Iiiit  don't  steal  it." 

'riicie  liits  always  been  gieed:  for  powpr.  for  money,  for  food,  and 
for  every  other  human  need,  effort,  and  desire.  Yet  the  only  tliinc 
tl'.at  holds  lis  togetliei  is  to  share — one  human  to  another,  whether  it 
lie  ideas  or  bread.  These  are  not  sharing  times  and  we  are  all  to 
Muni!'  I .'  Old  Xo.  1  and  greed  are  the  rules  today,  it's  invariably  dog 
eat  dog  I 

Thpie  isn't  a  reason  wliy  anyone  here  shouldn't  have  l)ecn  paid  for 
li'-  livi'stoel; — nor  an  equally  valid  excuse  for  not  offering  a  hand  to 
those  in  need.  My  native  instincts  offer  the  only  three  hypotheses  I 
ran  foniprnhend.  Xoiiody  cares,  or  we  want  George  to  do  it.  Some- 
bodv  has  gotten  fat.  or  tln'1-e  are  too  many  scavengers  to  pick  the 

Tliiink  you  for  allowiiur  me  to  speak.  I  hope  that  some  of  you  have 
he.inl  and  understood  a  little  of  what  I  have  said.  Good  luck,  neigh- 
bors, and  thank  you. 
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T  liavfi  been  reflecting  some  additional  thoughts  about  this  Ameri- 
\-fm  Itecf  situation  and  wonder  if  it  might  not  be  a  blessing  in  difl- 
^-.lir^i'.  One  article,  in  last  Sunday's  Dcs  Moines  Itegiater,  discussed 
some  different  views  and  aspects  and  it  i-ejuvenafed  a  thought  I  had 
t'luiicr.  One  fanner  who  was  a  holder  to  the  sum  of  $40,000  pointed 
out  that  American  Beef  could  pay  back  the  original  amount  after  a 
k-ngiliV  legal  hassel  and  actually  liave  capitalized  on  interest-free 
miuicy.  It  just  could  be,  that  besides  being  victims,  a  lot  of  people 
liiuc  become  unwilling  investofs  and  silent  stockholders  to  these 
^[adison  Avenue  midnight  rustlers,  or  are  they  Dallas  cowboys! 

AVJmt  is  wrong  with  American  agriculture  today?  My  biggest  com- 
plaint as  a  farmer  is  to  go  to  town  with  a  tnickload  of  grain  or  live- 
-^t(ii);  and  be  offered  so  much  and  then  told  what  I  need  to  pay  for 
till'  oilmeal,  fenceposts  or  tlie  hamburger  I'm  taking  back  home  and 
i  !"■  1  )ropoi'tions  arc  so  far  out  of  balance  even  a  dumb  farmer  knows 
hf"s  iiccn  bad.  AVe've  lieen  encouraged  to  specialize  and  in  so  doing 
have  become  completely  dependent  upon  a  system  that  really  won't 
•^lif^iain  nor  support  our  goods  and  services  except  at  the  mercy  of 
fiuajir  ial  money.  Fifty-some  ^jeople  have  had  to  have  been  fed  rnd 
.^anc  are  eating  pretty  high  on  the  hog.  "Share  my  bread  but  don't 
.-itt-ai  it."' 

I  ,-;>y  the  American  farmer  is  not  only  being  made  an  ass  of  but 
a  <;i>at  as  well.  Financial  interests  fi-om  all  directions  are  whittling, 
ilicj|ii,ing,  and  tearing  into  your  lives  and  freedoms  like  a  chain  saw 
(-iitihi  or  a  huge  mechanical  wood  chipper.  We  are  all  easily  managed 
;is  .-^jiwdiist  01-  chips  and  not  nearly  so  formidable  as  a  living  whole 
rne.  WJiat  other  industi-y  is  knowii  so  much  alx>ut  by  others!  Many 
(>(  wiioin  make  it  their  business  to  know  more  about  your  business 
tiian  you  yourself  do.  The  answer  is  none  and  the  reason  is  food.  We 
al!  eat.  All  this  food  talk  is  making  an  impression  on  just  95  percent 
of  rlio  people  and  thev  are  going  to  sec  to  it  that  they  eat  one  wav  or 
till'  oth^r! 

If  American  Beef  is  in  financial  trouble  with  its  creditors,  so  be 
it,  it  is  iieitlier  the  first  nor  the  last  instance  of  a  creditor  forcing 
liankiuptcy.  The  important  thing  is  that  the  "second  largest"  is  either 
biitiir  brought  to  its  knees  or  the  "rape  and  robbei-y"  goes  much 
ilci'piT,  Whichever  it  is,  it  should  l>e  determined  by  the  laws  of  this 
<i]Hi>  great  country  of  liberty  and  justice  for  all — and  pronto!  The 
Icpil  profession  itself  is  being  challenged  by  a  second  Watergate 
right  here  and  now.  Is  it  all  so  cornipt  that  the  company  lawyers  of 
A.ii.P.  will  prevail?  And  I'll  bet  they  have  the  best  money  can  buy. 
AVill  money  buy  the  courts  and  the  laws  of  this  country  as  well? 

All  of  this  isn't  what  I  really  want  to  say  when  I  suggested  a 
blcs.-itig  in  disguise.  It's  an  opportunity  for  American  agricultui-e 
lo  cain  a  tremendous  step  in  the  direction  we  lack  the  most:  control! 
( VniT  rr>]  of  our  own  products.  Control  of  our  own  businesses.  If  A-B.P. 
is  bniknipt  and  will  be  offered  for  sale — do  you  know  who  should 
buy?  Frery  man-jack  in  this  room  that  owns  or  anyone  who  ever 
iii("rnJ^  to  own  a  cow  or  any  other  kind  of  a  critter  we  call  beef! 
\«:i  ami  T.  all  of  us.  Individuals,  cattle  organizations  and  nssoci- 
ations,  all  the  way  up  the  line.  From  the  smallest  to  the  biggest! 
Whrt  a  cliance  to  sweep  the  front  poreh  and  open  the  store  and  I 
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really  moan  "open  the  store".  MTiat  would  be  better  than  to  control 
our  own  pi-oduct  all  the  way  to  the  consumer.  And  American  kids 
still  love  hamburgers,  malts  and  apple  pie. 

Mayl>e  we  can't  learn  much  from  our  Arab  brothers  when  it  comes 
to  oil  but  when  it  comes  to  food — we'd  better  damn  sure  well  try! 
!\ext  year  at  a.  hearing  similar  to  this — the  benches  will  be  iiUed  in 
the  Sioux  City  auditorium  and  you  woirt  be  a  minority  then  if  things 
continue.  You  might  even  be  siirprised  at  wlio  will  sit  right  next  to 
you  unless  the  signs  of  our  times  change. 

(lood  hick  and  good  farming  to  all  of  you.  ISIake  it  go  like  your 
lives  depend  on  it— they  do ! ! 

Senator  Clark.  Thank  you  very  much.  I  want  to  thank  all  of  the 
witnesses  for  preparing  your  statements,  and  coming  here  and  piving 
lis  your  ideas.  I'm  not  going  to  make  a  long  closing  statement — I  have 
a  plane  to  catch  in  Sioux  City  at  4  o'clock,  but  I  would  like  to  just 
sav  two  or  three  things. 

First  of  all,  I  want  to  thank  the  Herbold  Livestock  Auction  Com- 
pany Sale  Barn  here  for  their  kindness  and  generosity  in  making 
this  place  available  to  us,  and  putting  up  the  delays  and  the  post- 
]K)nements  which  became  inevitable  because  of  votes  on  the  Senate 
floor.  I  know  it  was  a  great  inconvenience  to  them,  and  we're  very, 
very  pleased  to  have  an  opportimity  to  work  with  them. 

Hy  way  of  summary,  I  am  somewhat  comforted  to  find  that 
farmers  are  about  in  as  much  disagreement  aiwut  agricultural  policy 
as  Congressmen  are.  There  was  a  great  variety  of  opinions  expressed 
here,  and  I  think  that's  appropriate.  That's  what  democracy  is  all 
about.  You  can't  get  everybody  to  agree  to  the  same  tiling.  We  foimd 
that  when  we  are  talking  about  435  meml>ers  of  the  House  of  Kepre- 
sentatives,  we  find  it  when  talking  aiMUt  100  membei-s  of  the  Senate, 
we  find  it  of  course  when  we're  talking  to  farmere  in  Xorthwest 
Iowa, 

With  the  great  variety,  it's  hard  to  summarize,  but  just  let  me 
try  to  hit  two  or  three  of  the  major  points.  It  seemed  to  me  that 
on  en  end,  people  were  saying.  "We  do  not  want  any  Government 
controls.  We  want  the  Government  entirely  out  of  agriculture."  Xow 
presumably,  that  means  that  we  should  not  have  either  expoit  or 
import  controls  of  any  kind,  no  target  price,  no  loan,  recourse  or 
nonrecourse,  no  set-aside.  That  would  be  a  total  free  enterprise  sys- 
tem. Others,  on  the  other  hand,  and  sort  of  to  the  other  extreme — 
I  don't  know  that  I  want  to  use  the  word  extreme — but  on  the  other 
hand,  testified  that  the  Government  should  be  insuring  not  only  the 
cost  of  production,  but  they  should  also  insure  a  fair  pioflt  in  addition 
to  the  costs  of  production. 

Everyone  wlio  mentioned  the  subject  of  import  controls,  did  argue 
for  greater  Government  contiol,  that  is  every  pereon  that  brought  it 
up  suggested  that  they  really  should  be  controlled  much  more  tiglitly. 
Eveiyone  at  the  same  time  suggested  tliat  tliere  should  not  be  any 
export  controls. 

And  so  there  is  disagreement.  And  I  don't  think  that's  particularly 
bad.  I  think  each  of  us  looks  at  a  situation  somewhat  differently. 

Let  me  just  conclude  by  saying  that  these  hearings  are  by  no  means 
window  dressing.  We  are  going  back  this  nest  week—we  are  going 
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buck  this  afternoon  as  a  matter  of  fact.  And  this  next  week  on  Tues- 
day, the  House  of  Representatives  is  going  to  vote  on  just  what 
\vi>''\-e  talked  about  here  todaj— the  level  of  the  target  prices,  the 
level  of  the  loan  rates,  and  some  other  things. 

On  Tuesday  this  committee,  the  Senate  Committee  on  Agriculture, 
is  froing  to  meet  at  10  o'clock  in  the  morning,  having  now  completed 
all  of  our  hearings  around  the  country  and  in  Washington,  and  we 
are  going  to  decide  what  we  think  the  target  prices,  and  the  loan 
rates,  and  the  disaster  |)rovisions  and  the  allotment,  should  be. 

So  I  greatly  appreciate  having  the  ideas  and  the  input  and  the 
testimony  of  the  people  who  came  here  today.  I  also  appreciate  the 
other  people  here  who  have  shown  the  interest  to  come.  And  I  can 
only  assure  you  that  these  ideas  will  be  considered,  and  that  they 
have  their  effect. 

And  I  thaiik  you  very  much  for  coming,  and  I  hope  to  be  seeing 
you  again  soon. 

[ '\^'hel■e^lpo^  at  3  i>.m.  tlie  hearing  was  adjourned  subject  to  call 
of  I  he  Chair.] 
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Statement  of  Lobbn  A.  Scbuett,  Holvteiji,  Iowa 

From  wLat  I  rtad  tlie  AaricuUiire  Couinlttee  Is  working  towards  a  target 
prict  with  a  nourwoiirKe  loan.  A  nonrecourse  loan  to  me  means  that  tbe 
ffovprntneiit  will  iin(l(iiibte<lly  take  over  tbe  grain  if  tlie  price  Is  down  to 
target  and  tlie  farioer  has  to  sell.  Regardless  of  wliether  the  goTemmeat  stores 
the  grain  on  tlie  farm  or  elsewhere,  it  still  lielongs  to  the  government,  oreatiug' 
a  reserve  wliich  keeps  niurket!i  depressed  simply  because  the  resei-ve  is  tiiere. 
Another  fnctor  Is  that  when  prices  of  grain  do  go  up  signlflcantly,  public  pres- 
sure will  cauae  government  to  n-lease  stocks,  lowering  prices. 

A  guarantee  prk-e  for  grain  set  too  high  wUl  also  increase  production  and 

I  still  favor  a  recourse  loan  at  a  reasonable  interest  charge  to  farmers, 
allowing  the  farmer  to  borrow  against  the  grain  in  order  for  him  to  set-k  a 
reanouahle  price  for  grain  within  the  loan  period.  I  suggest  a  three  year  l<>an. 
I  also  feel  another  ver.v  necessary  approach  to  this  problem  is  to  actively  seek 
foreign  markets,  allowing  this  grain  to  move  at  a  profitable  margin  to  the 
farmer.  Monitoring  of  exports  do  not  help  our  foreign  trade  so  Should  never  be 
allowed  to  be  Imposed.  If  prices  go  high  the  public  will  just  have  to  bear 
witb  us,  as  we  need  world  trade  for  balance  of  payments,  and  the  farmer, 
given  a  reasonable  profit,  will  definitely  produce  maximum. 

If  an  international  grain  reserve  la  desired,  an  internationally  controlled 
monetary  fuud  of  money  would  l>e  much  more  desirable  than  an  internatiimal 
grain  reserve,  as  it  looks  to  me  like  a  grain  reserve  would  be  supported  mostly 
by  tbe  U.S..  not  assuring  a  profitable  price  for  the  farmer  or  else  costing  the 
government  more  than  it  should  to  operate. 

I  really  like  to  just  see  the  government  stay  out  of  my  business  as  much  as 


I  just  don't  want  a  reserve  as  In  the  past,  which  depresse.d  prices  of  ^ain. 


St.^tejiekt  of  Jami::s  Werscb,  Holbtein,  Iowa 


First.  I  don't  want  tbe  government  to  pet  control  of  grain  at  any  time.  A. 
reserve  will  be  a  surplus,  used  to  drive  prices  down.  They  may  not  be  set  up- 
tbis  way  but  can  l«  changed. 

Next,  isn't  it  possible  to  bave  U.S.D.A.  make  a  subsidy  payment  direct  to 
farmers  to  make  up  the  difference  In  price  on  an  open  and  free  market  and  the- 
cost  of  prodnction?  I  do  not  believe  we  should  have  to  produce  at  85  per  cent 
of  parity  or  any  other  such  figure.  On  top  of  this  we  should  have  a  proQt  alKive- 
cost  of  production.  This  is  not  bad  l>ecause  all  business  needs  a  profit  to  stay 
in  bnslness. 

If  tbe  market  needs  all-out  production,  which  Waablngton  says  we  do.  tiiere 
probably  wonld  lie  no  cnvemment  payment  if  we  are  allowed  to  eiport  our 
grains.  These  foreign  imtlons  are  willing  to  pay  cost  of  production  for  our 
grains:  from  wbiit  I  hear. 

If  the  school  bot  lunch  prorgam  would  be  put  under  education,  meat  packing 
plant  inspection  under  n  consumer  heading,  and  many  other  of  these  thiugs 
that  rim  uji  TJ.S.n.A.'f  budget  were  removed,  U.S.D.A.  would  not  have  to  come 
np  with  nearly  at  much  money  and  fanners  wouldn't  have  to  shoulder  all  the 
blame  for  nil  the  proi'rams  (lint  don't  have  anything  to  do  with  agriculture. 
The  main  one  to  s"  shoiild  be  food  stamps  and  all  welfare.  I  feel  DO  pet  cent 
of  this  is  unnecessary  anyhow. 
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l\v  allonhiK  the  priee  of  grain  ti 
jiriix'tl  s(i  tlmt  livestuck  farmerii  t 
government  cheap  food  iiolicy. 

I  Jiave  n  price  of  i^.74  as  my  target  price  for  corn,  which  I  am  familiar 
with,  as  what  I  think  corn  should  be  priced  at.  This  has  a  10  per  cent  profit 
llgure  in  it  wliich  I  dno't  think  is  too  high.  This  $2.74  flgure  would  have  to 
have  an  iiitlation  clnusc  in  it  to  be  continued  from  year  to  year. 

My  flgures  are  based  on  current  prices  we  liave  to  pay  for  fertilizer  and 
otlier  supplies.  I  bare  a  land  charge  of  $85  per  acre  which  came  about  from 
Sl.OOO  an  acre  for  land  at  8.!)  per  cent  interest  pins  $15.00  an  acre  for  taxes. 
Tlii'se  may  be  cODtroversial,  but  I  needed  something  to  work  from  and  felt 
these  were  in  the  ball  park. 

Land  charge $S\  QO 

Land  taxes l.>.  DO 

Tert  iltzer  for  100  bushel  com ;iO.  00 

Seed - -- 11.00 

Inspcticide 5.  00 

Herbicide _.,  10  00 

Total iraoo 

Machine  costs  to  put  crop  in  and  harvest: 

Disc 2.00 

Plow fi.00 

Disc- 2.00 

Plant - .1.00 

Spraying  herbicide 2.  00 

Rotary  hoe. _ 1.  00 

Cultivate  two  times .i.  00 

Combine,- _ M.  00 

Dry  corn l.i.  00 

Transportation  to  town .^.  00 

Storage,  180  days 5.00 

Total  machine  costs _ 63.00 

Total - 239.00 

Crop  insurance 10.  00 

Grand  total - - 249.00 

Cost  of  producing  100  bushel  per  acre  of  corn— $249.00.  Ten  per  cent  profit 
?.2.1  eiiuals  target  price  of  corn— $2.74, 

This  guaranteed  price  could  be  paid  on  farmer  ASCS  crop  jleld  figures, 
but  I  think  should  be  paid  on  total  crop  acres  In  the  farm. 

1  lieliere  that  possibly  corn  would  be  the  only  one  that  would  need  a  guaran- 
teed price  as  the  price  of  all  other  grains  are  based  on  the  price  of  corn. 
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